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On Wednesday June 15, 2005, the Committee Health, chaired by Council Member Christine C. Quinn, will hold a hearing entitled “Hospital Closures,” to examine current and potential effects of hospital closures in New York City.  Invited to testify are: Thomas Frieden, Commissioner of Department of Health and Mental Hygiene (DOHMH); Alan Aviles, Acting President of Health and Hospitals Corporation (HHC); Antonia C. Novello, Commissioner of the New York State Department of Health; Kenneth E. Raske, Greater New York Hospital Association; Emily Giske, Bolton- St. John’s; Dennis Rivera, President of SEIU 1199; Jennifer Cunningham, Executive Director of SEIU New York State Council; Dr. Barry Liebowitz, President of Doctor’s Council SEIU; Gloria Acevedo, DC 37, Local 436;  Patrick Bahnken, AFSCME DC 37, Local 2507; Anne Bove, President of New York State Nurse’s Association; Ms. N’gozi Moses, Brooklyn Perinatal Network; Patrick Wardell, Executive Director of St. Mary’s Hospital; J. Donald Di Cunto, Victory Memorial Hospital; Robert Chaloner, President of Cabrini Medical Center; Robert Aquino, President of Parkway Hospital; Robert V. Levine, President and CEO of Peninsula Hospital Center; Edward J. Glicksman, CEO of Interfaith Medical Center; Rose Britt, CEO of Mary Immaculate Hospital; and James R. Tallon Jr., President of United Hospital Fund.

Background

In the spring of 2005, St. Mary’s Hospital, a member of the St. Vincent Catholic Medical Centers, announced that it would close due to large financial losses and the unavailability of capital funds. The closing of St. Mary’s Hospital, as well as the closing of St. Joseph’s Hospital in Queens and the impending closure of Bayley Seton Hospital in Staten Island, is symptomatic of a system under considerable financial strain. Twelve New York hospitals have closed in the last 27 months, and others have shut wings, wards and/or clinics.
 Nationally, hospitals as an industry have earned profits annually.
 However, in New York, hospitals have lost money five years in a row.
 Even some of New York's biggest and most sophisticated teaching hospitals, including Mount Sinai and St. Vincent's in Manhattan, have been losing money.
 

In response to the financial instability of many of the State’s hospitals, Governor Pataki’s Task Force on Hospitals and Health Care recommended the creation of a new hospital closure task force.  The task force would be charged with recommending hospital closures as part of a vast transformation of the State’s heath care network.
 The task force would make its recommendations by December 1, 2006, and the Governor and lawmakers would have until the end of the year to accept the task force’s determinations. 

According to a United Hospital Fund Report (the “Report”), in 2001, one quarter of New York City’s non-profit general care hospitals faced financial problems severe enough to jeopardize their continuing viability and another one quarter were at risk.
  The Report notes that the financial strains faced by hospitals can be traced to significant declines in Medicare and Medicaid payment rates and large increases in the cost of labor, supplies and insurance.
 Medicare, which pays for 29 percent of New York City’s nonprofit general care hospitals’ inpatient admissions, reduced its inpatient rates nationwide by an average of 9.7 percent in 2000 and 10.8 percent in 2001 as a result of the Balanced Budget Act of 1997 and the Balanced Budget Refinement Act of 2000.
 While Medicare and Medicaid payments still cover the cost of patients receiving services, cutbacks in payment rates have reduced a hospital’s ability to subsidize losses from uninsured patients.

 
Nationally, hospital costs grew by an average annual rate of 3.8 percent between 1999 and 2001, compared to 2.7 percent between 1997 and 1999 and 2.2 percent between 1994 and 1997.
  According to the Report, labor was the most significant cost driver.  In particular, the nursing shortage in 2001 forced hospitals to pay higher wages and rely on agency or contract nurses costing more than twice as much as salaried nurses.

Occupancy rates are a common indicator of the efficiency and financial health of hospitals, as those facilities with low occupancy rates generally have trouble supporting overhead costs.
  Trends in occupancy rates – the ratio of occupied beds to total beds - reflect changes in both hospital discharges and length of stay. In New York City, a century of hospital expansions has created a surplus of beds.
 On the State level, New York has 20 percent more hospital beds per person than the national average.
 According to John Rodat, a consultant with Signalhealth, the State could afford to close 17,000 of the almost 58,000 beds now open and still adequately serve the patient population.
 

While there may be a surplus of hospital beds in New York City, closing facilities could lead to reduced access to care, layoffs and elimination of services.  Health advocates are concerned that hospital closures will negatively impact access to healthcare services in socio-economically disadvantaged communities.  According to a United Hospital Fund Report, the hospitals that are at greatest financial risk tend to be smaller community hospitals in such disadvantaged communities.
 Furthermore, a DOHMH report entitled “Health Disparities in New York City,” found that New York City’s poorest neighborhoods consistently have higher mortality rates from almost all diseases, compared to residents of the wealthiest neighborhoods.
  The effect of hospital closures on these communities could be particularly devastating.

Finally, it is reported that the City will need to increase its number of hospital beds by 25 percent in order to meet its medical needs.
  If the City is to be prepared for this projected rise in demand, both public and voluntary hospitals must work with the City government to strategically determine on how to best reach that goal.

� Free Republic. “Hospital Business in New York, Once Prized, Braces for a Crisis”, April 11, 2005.


� Id.


� Id. 


� Id.


� Newsday, “State Eyes Hospital Closures”, April 3, 2005. 


� United Hospital Fund Hospital Watch. Losses Continue at NYC Hospitals; July, 2003.


� Id. 


� Id.


� Id. 


� Id.


� Id.


� Id.


� Democrat & Chronicle. “Hospital Closings may be Few”, April 14, 2005.


� Free Republic. “Hospital Business in New York, Once Prized, Braces for a Crisis”, April 11, 2005.


� Id.


� United Hospital Fund Hospital Watch, “Downturn at Financially Vulnerable Hospitals Tied To Loss Of Admissions”, March 2004.


� NYC DOHMH, “Health Disparities in New York City”, 2004.


� United Hospital Fund Hospital Watch, “Downturn at Financially Vulnerable Hospitals Tied To Loss Of Admissions”, March 2004.





