Health Care Services Infrastructure

Definition. The physical, human resource, and administrative and financial infrastructure capacity needed to deliver essential health services.

Summary

The health care system in Washington is undergoing a period of intense change. The state’s health care infrastructure is facing significant financial stress and instability. Nationally, medical care expenditures are increasing at a rate 2.5 times the rate of general inflation.  The cost pressure on publicly funded medical care, which accounts for more than half of the state’s medical expenditures, is even greater.
 

During a period of tight budgets, state and federal resources through Medicare, Medicaid, and insurance for public employees are not keeping up with costs.  Cumulative administrative requirements generated by public and private payers and insurers and regulatory systems continue to increase. Recent analyses of the economics of hospitals and medical practices reveal declining margins and deteriorating financial performance.   

Washington’s health infrastructure might also be facing a period of chronic health workforce shortages in several areas.  The ratio of population to full-time equivalent (FTE) primary care physicians in direct patient care is a sentinel indicator for a crucial part of the health care system.  In 1998, the statewide ratio was 2,069:1. This ratio is below (or better than) federal standards indicating serious shortage, but it is above (or worse than) national standards based on need.  There continue to be significant disparities in the health care infrastructure and staffing among areas and populations in Washington.

Investments in improving the health professions training system, support for network development and services coordination, and application of telemedicine are responses to these challenges that make the most of existing resources. Ultimately, policies governing public expenditures will determine the system’s long-term stability.

Introduction

Washington’s health care services infrastructure provides acute care, primary care, and long-term care in a variety of settings.  These settings, the providers who staff them, and the financial and administrative infrastructure that underlie them are described in more detail in the sections on health care services [link], access to primary care services [link], health insurance [link], and elsewhere in this chapter.

Primary care staffing ratio.  The availability of primary medical care services is a sentinel indicator of health care infrastructure because primary care is a crucial entry point into the health care system. The ratio of population to full-time primary care physicians in direct service, which is called the adjusted primary care staffing ratio, provides an index of the availability of primary care.

Time Trends

A University of Washington Center for Health Workforce Studies analysis of the 1998 Washington health professions survey, the last year for which detailed health professions data on were collected in the state, reported that the adjusted primary care staffing ratio was 2,069:1.
  American Medical Association estimates of  the unadjusted count of  licensed primary care physicians suggests the statewide primary care physician supply improved slightly in the 1990s.  The ratio of population to licensed primary care physicians in Washington declined from 1,119:1 to 1,053:1 from 1993 to 1999.
 

The slight improvement in per capita licensed primary care physicians might hide declines in available capacity for direct patient care. The number of licensed physicians is a significant overestimate of provider capacity, and it is not adjusted for inactive providers and those working less than full-time or in primarily administrative or research capacities.   Since 1999, there have been anecdotal reports of physicians leaving the state.
  But the detailed data needed for a systematic assessment of changes in physician capacity are not available.  (See Technical Notes for more detail on primary care staffing ratios.)

Year 2000 and 2010 Goals
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There are no Healthy People 2000 or 2010 goals addressing primary care physician capacity. A national study of adjusted staffing ratios in HMOs—a measure of appropriate levels of capacity assuming the entire population was insured and could afford care— reported ratios between 1,100:1 and 1,300:1.
 According to federal standards, an area is considered in significant shortage for primary care when its adjusted primary care staffing ratio exceeds 3,000:1.

Geographic Variation
Although the statewide primary physician staffing ratio is below the federal threshold for shortage of care, the distribution of primary care providers remains a problem. The map below shows the 1998 distribution of adjusted primary care staffing ratios across Washington’s 105 health service areas. The ratios, which were calculated by the University of Washington Center for Health Workforce Studies, range from 252:1 in downtown Seattle to no providers in some areas of the state. Lower capacity in areas bordering other states might reflect cross-border travel for care. (See Technical Notes.)

Urban and Rural 

Primary care is most available in urban areas and large rural towns. Small towns, isolated rural communities, and urban fringe areas are more likely to experience shortages. Urban fringe areas (for example, northern Spokane County and southeastern King and Pierce counties) are significantly more likely to have fewer physicians because of a combination of rapidly increasing population and proximity to major urban medical centers that might draw off both patients and providers.

Other Providers of Health Care Services
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Hospitals.  Ninety-eight percent of Washington residents live within 30 minutes of one of the state’s 94 general acute care hospitals. The number of acute care hospitals has stayed about the same since 1995.  But between 1995 and 2000, the number of available hospital beds per 1,000 residents declined from 2.13 to 1.96.
 Twenty-two percent of Washington’s hospitals have an average age of plant (AAP) ratio of more than 11, which is an indication that capital improvements are being deferred. Thirty-five percent of small town rural hospitals have an AAP > 11, compared with 18% of urban and suburban hospitals and 17% of large town hospitals. (See Technical Notes for a description of how the AAP is calculated.)

Pharmacies. The total number of retail pharmacies in Washington increased from 983 in 1994 to 1,010 in 1999, down slightly from a high of 1,021 in 1997. This period has been one of consolidation in the retail sector. The percentage of pharmacies that are part of chains increased from 41.7% to 59.3% from 1994 to 1999. The number of licensed pharmacists in Washington increased from 6,008 to 6,233 from 1997 to 1999, but demand for pharmacists in Washington and the rest of the United States has been increasing at a much faster rate. Demand is driven by explosive growth in the use of pharmaceuticals, expansions in the role of pharmacists, and increases in the number of pharmacies offering longer hours of service.
 

Dental care. The statewide ratio of population to primary care dental FTE was 1,918:1 in 1998. While this is well below the federal standard for dental shortages (5,000:1), the key concern—as with other providers—is distribution. A seventh of the state’s health service areas fell short of the federal standard. A 1998 Center for Health Workforce Studies analysis of Washington’s dental workforce data calculated the gap between supply and effective demand for dental services at 162 dentists and 58 hygienists in the areas that fell short of the federal standard. Nearly twice this number of additional providers would be needed in these areas to meet the Healthy People 2010 goal of 83% of the population making one annual dental visit.
 The distribution of dental FTEs mirrors that of distribution of primary care medical FTEs. The highest ratios (3,530:1) are found in urban fringe areas, and the lowest ratios (1,675:1) are found in urban core areas. Small isolated rural areas (2,947:1) and large towns (2,467:1) have lower staffing levels than urban areas.

Long-term and chronic care. Demands for long-term chronic care are expected to increase as Washington’s population ages.  Over the past decade, there has been a shift from high intensity care settings, such as nursing homes, to less intense residential care settings, such as adult family homes and home health services.  From 1990 to 1999, the number of Washington’s residential care beds (in nursing homes, adult family homes, and adult boarding homes) declined from 47 to 41 beds per 1,000 persons over 65 years old. In 1999, isolated rural areas had the lowest bed rate (37 per 1,000).
 That year, the occupancy rate of nursing facilities in the state was 81.3%.
 From 1995 to 1999, the number of nursing home beds decreased 7.7%, and the number of nursing home patients decreased 14.4%. Despite the trends shown in these data, Washington is among the states with the highest per capita nursing home beds and lowest per capita home health care utilization, according to an American Association of Retired Persons analysis.
 The decrease in nursing home beds was accompanied be a significant increase in adult family home and boarding home beds.  

Mental health care.  To our knowledge, there have been no overall assessments of mental health care infrastructure in Washington. Data are available concerning publicly financed mental health care. About 105,000 Washington residents receive mental health care through the state’s public mental health care system. Of these, about a third with serious and persistent illnesses receive care at three state psychiatric hospitals. The remaining public patients receive care through several Community Mental Health Centers. These centers operate under contract to 14 Regional Service Networks that are responsible for coordinating care and assuring quality. 

During 2000, both the state’s Joint Legislative Audit Review Committee and the National Advocates for Mentally Ill—Washington and the Washington Community Mental Health Council conducted assessments of the state’s public system of mental health care. They identified a growing gap between demand and available resources and significant concerns with the ability of the publicly funded behavioral health care system to deliver coordinated care.

Risk and Protective Factors

High dependence on federal, state, and local taxes.  In 1999, 51% of national health care expenditures were supported by federal, state, or local tax dollars through Medicare, Medicaid, health insurance for public employees, and other government programs.
  Specific parts of the health system are much more dependent on federal support. In 1999, for example, Medicare or Medicaid provided close to two-thirds of hospital revenue. In rural health systems, federal or state programs provide from 70% to 90% of financing.
  Washington’s per capita reimbursement rates for both Medicare and Medicaid are lower than many other states.  Washington ranked 42 among the 50 states in per capita Medicare reimbursement in 1999.
  In 1998, the average Medicaid payment for physician services to a child under 21 was $206 in Washington, compared with a national average of $242.
 

Financial stability of health care providers:  The financial stability of the health care system in Washington and other states is being threatened by factors including the increasing gap between rising medical costs and available reimbursement levels for publicly subsidized care, rising administrative burdens from new regulations such as the Health Insurance Portability and Accountability Act, and increasingly complex private and public reimbursement systems.  Hospital operating margins have declined significantly over the past 10 years. But financial status differs by hospital, and not all hospitals are in difficult financial circumstances.

Recent analyses of the finances of all Washington medical practices and primary care practices specifically
 have found that providers earn substantially less than providers elsewhere in the United States, and many appear to be experiencing significant financial stress.  As with hospitals, financial status differs by practice.  Small practices, multi-specialty clinics, and practices with large shares of publicly subsidized patients appear to be experiencing the most stress. 

Administrative consolidation and networking. Increasing demands by payers for more information before, during, and after care, and providers’ efforts to diversify services to stay competitive have made health services administration more complex. Rural hospitals and practices reported that administrative staffing increased by 40% to 50% from 1998 to 2000.
 The Washington State Medical Education and Research Foundation estimates that 50 cents of every dollar received by medical practices goes to administrative costs.
   Washington is experiencing a trend of consolidation and formation of large organizations and networks to achieve economies of scale and to support needed infrastructure and skills. Rural areas, which can lack strong and coordinated systems
 as well as effective provider networks,
 are more likely to have fragile health systems.

Health workforce shortages. Washington, in common with other states, is facing increasingly severe shortages of health care providers and those who support them. The Washington State Hospital Association has documented particularly severe shortages for registered nurses and many allied health professions.
 Nationally, shortages have also been documented for pharmacists,8 the public health workforce, and dental professions. These shortages force some facilities to fall short of state regulations for minimum staff requirements, and as a result, to reduce or eliminate services.   According to an association survey, nearly every hospital in the state had to divert patients at least four times in 2000 because they lacked sufficient critical care personnel.24 
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Research has identified several contributing factors to workforce shortages. Recent surveys of health professions report growing dissatisfaction with practice autonomy, salary, and working conditions, all of which are prompting earlier retirements. 
  The health workforce is aging; in 1998, the share of Washington’s nursing and dental workforce 50 years of age and older was 33% and 31%, respectively. More women and minorities are entering the workforce.  Women are more likely to work part-time,
 and both woman and minorities are significantly less likely to work in rural areas. 27  These issues point to the need for flexibility by Washington’s system of health professions regulation, which must assure that providers meet minimum credential requirements without creating regulatory barriers that exacerbate workforce shortages. (see Health Professions Quality Assurance chapter)

High Risk Populations

Rural areas. Maintaining essential health services is more difficult in rural areas. Fixed costs are higher in rural areas because of difficulty achieving economies of scale. Local resources for investing in the health system are constrained by weak economies. Provider recruitment and retention are difficult because of long hours, lack of back-up, isolation from colleagues, lack of opportunities for spousal employment, difficulty leaving for vacation and training, and the instability and general fragility of rural health systems.
 

Areas with high levels of publicly subsidized care. As noted above, the growing gap between medical costs and available reimbursement threatens the viability of practices and providers. This explains why areas with high levels of such care have fewer providers and services. 

Intervention Strategies
Network development and consolidation. Reducing health system duplication, coordinating services, and providing mutual support help ensure that increasingly limited resources are used more effectively and that there is sufficient capacity to respond to increasingly complex administrative and regulatory requirements. Grant programs providing modest amounts of seed money for such coordination have been effective.
 These efforts include the Federal Rural Networking and Outreach Grants, Rural Hospital Flexibility Grants, and the DOH Health System Resources Grant. 

Telehealth and telemedicine. Telecommunications technologies are being used more frequently to supplement the existing health care infrastructure, particularly in remote areas.  Providers are working with telemedicine networks to offer education, conferencing, pharmacy services, and specialty consultations. Washington currently has four formal telemedicine networks. The Internet is making much more information directly accessible to health care consumers. The state has also made significant strides in improving and upgrading communications infrastructure. But there are still many issues and barriers to resolve for this technology to reach its potential.  A crucial issue is working out methods and division of fee reimbursement among consulting providers, delivery sites, and infrastructure providers.
  Other unresolved issues are how to regulate and license providers to assure quality across state lines and how to build up the needed human infrastructure.  

Improving the training pipeline for health care providers. Maintaining the health care workforce at any site is a result of a series of investments that begins with K-12 education and extends to post-placement investments in improving practice environments and assisting with paying off education loans. All these elements work together. Strategies with proven effectiveness include:

· Identifying and exposing to the health professions students from underserved areas from K-12 through the post-graduate level. People with local roots in rural areas or experience serving underserved populations are far more likely to serve and stay in these areas. 

· Implementing repayment and scholarship programs, which are useful for targeting resources to crisis areas. Two-thirds of health care providers who participate in a program to forgive school loans in exchange for a period of work in rural areas still work in those areas two years after they have completed their service obligation.
  Demand for these programs greatly exceeds available resources; in 2000, the DOH Office of Rural and Community Health received more than 300 requests for loan repayment for about 25 slots. Waivers of visa requirements for international medical graduates in exchange for serving in underserved areas have also helped place small numbers of providers.

· Increasing production at health professions training sites, which can expand the health workforce. But this method is costly for positions requiring graduate medical education—about $50,000 a year per dental slot, for example. Research shows that only about two-thirds of the health professionals trained in Washington settle and practice in the state. 

Adequate reimbursement for publicly insured patients. The financial stability of many of these systems requires that either reimbursement levels be increased or existing levels of service and eligibility be reduced. A 2000 study of primary care providers in Washington indicates that providers prefer across-the-board increases to such targeted enhancements as the Rural Health Clinic (RHC) Program or the Disproportionate Share Program because participation entails additional administrative burden.19  But some targeted programs, such as the Critical Access Hospital Program and its predecessors, have been successful in directing enhancements to areas of highest need and encouraging stronger networks and more focused service delivery.

As Medicare and Medicaid reimbursement rates fall behind cost growth, many more clinics are electing to certify as Federal RHCs to receive cost-based Medicare and Medicaid reimbursement despite additional administrative requirements.  This additional revenue improves clinic finances and preserves Medicare and Medicaid access.  But the rapid proliferation of RHCs  [link to Access to Primary Care pg 3] and the Federal requirement for enhanced reimbursement is placing significant pressure on the Medicaid budget.

The Community and Migrant Health Clinic (CMHC) System receives federal and some state funding to provide health care to low-income patients.  In 2000, more than 80% of CMHC patients had incomes less than 200% of the federal poverty level.  Between 1992 and 2000, the number of medical patients nearly doubled to reach 318,000, and the number of dental patients nearly quintupled to 118,000.
  The 2002-03 federal budget contains provisions to expand the number of CMHC locations.  Between five to 10 new sites or service expansions in Washington are likely given competition from other states, and staffing both existing and new CMHCs remains a concern.

See the section overview and related chapters on Health Insurance Coverage and Access to Primary Health Care Services.

Data Sources

1998 Washington State health providers by health service area – Version 1.2:  University of Washington Center for Health Workforce Studies estimates summarized by Office of Community and Rural Health, May 2001.

For More Information

Office of Community and Rural Health, Health Care Access Analysis Section, (360) 705 6767 http://www.doh.wa.gov/hsqa/ocrh.

University of Washington Center for Health Workforce Studies  http://www.fammed.washington.edu/CHWS/
Technical Notes

Average age of plant (AAP):  AAP is the ratio of total accumulated depreciation to current year’s depreciation expense as reported by hospitals to the CHARS database. AAP is an accounting ratio and should not be confused with average calendar age of plant. 

Primary care staffing ratios: The American Medical Association’s primary care staffing ratio includes all licensed primary care physicians. Primary care physicians include the following specialties: general practice, family practice, general internal medicine, and pediatrics. Adjusted primary care staffing ratios were calculated by the Center for Health Workforce Studies using the 1998 Health Professional Licensing survey merged with licensing data. 1 FTE = 105 visits/wk and 48 weeks a year based on self-reported survey data. Survey response rates were more than 90%. These missing values were extrapolated, and small rural areas were checked individually. 

Health Service Areas (HSA): Provider capacity is estimated by health service areas, which were developed by the University of Washington. In rural areas, they are combinations of ZIP codes corresponding to service area of hospitals. In urban counties, they are composed of ZIP codes with similar demographic characteristics. Some HSAs in urban areas were consolidated to improve mapping. 
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