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The need to unite
 
A closer look at United General Hospital’s potential partnership with PeaceHealth
 
Story by WHITNEY PIPKIN / Skagit Valley Herald

 

    As PeaceHealth continues its “courtship” phase of a potential partnership with United General Hospital in Sedro-Woolley — which could end in a formal arrangement as
early as mid-2012 — it’s worth considering similar relationships the Catholic nonprofit has forged with a handful of rural hospitals in the Northwest.

    In June, United General announced plans to begin exploring an alliance with PeaceHealth, which runs St. Joseph Medical Center in Bellingham, along with eight other
hospitals in Alaska, Oregon and Washington.

    In the midst of a health care economy with higher costs and fewer patients who can afford to pay, providers across the state and country have been combining forces.
Two of Western Washington’s largest hospital systems, Swedish Health Services and Providence Health & Services, announced plans this month to merge into what
would be the largest health care system in the state.

    “It’s probably not an exaggeration to say that it’s the most dynamic time, in terms of hospitals and health care, ever — at least in this state,” said Ben Lindekugel,
director of member services for the Association of Washington Public Hospital Districts.

    If discussions result in a formal partnership, United General would be the fifth critical-access hospital in the Northwest to join the PeaceHealth family.

    The two parties and their boards plan to wrap up a feasibility study on the alliance this month; last month, they completed a series of community forums in
September. The concept that’s been presented entails PeaceHealth operating the hospital and employing its staff, while United General’s Hospital District 304 would still
own the facility and be responsible for its upkeep.

    That’s decidedly different from the contract PeaceHealth recently signed with nearby San Juan County Public Hospital District 1, although there are many parallels.
After five years of discussions, community forums and planning, PeaceHealth broke ground in July on a new criticalaccess hospital and clinic in Friday Harbor, called
PeaceHealth Peace Island Medical Center.

    The center will expand services on the island beyond what is currently offered at the San Juan Regional Medical Center. They will include a 24-hour emergency
department as well as diagnostic, imaging and lab services for which residents now have to travel off the island.

    “We believe it is a model for health care in our country,” Peter Adler, senior vice president of development for PeaceHealth, said of the public-private partnerships. “In
a world of uncertainty, the challenges this environment is posing, we think we’ve found a solution that is innovative and long-term.”

‘Happy index’

    Dr. J. Michael Edwards, one of five commissioners on the San Juan County Hospital District board, said United General interviewed his board a few months ago about
its “happy index” with PeaceHealth so far.

    He said the San Juan board couldn’t be more pleased with the way things are going.

    “There are no surprises when you deal with PeaceHealth. There are no changes in direction, no backtracking. When they make a commitment, they stand by it,”
Edwards said.

    At San Juan, the community raised $10 million to pay for essentially one-third of the new hospital, which will be owned and operated by PeaceHealth once it’s
completed at the end of 2012. The hospital district’s board chose to “earmark” tax dollars it receives to fund health care for those in the community who cannot pay or
do not have insurance, an expense hospitals call uncompensated care.

    At United General, however, tax dollars would not even begin to cover the cost of uncompensated care that’s been draining the hospital’s finances of late, hospital
CEO Greg Reed said.

    The district receives about $900,000 in annual taxes. In 2010, the hospital paid for about $5 million in uncompensated care, Reed said. Revenue from services paid
for by patients or health insurance helps fill in the gaps to help the hospital be “at a break even at this point,” Reed said.

    The plan for Hospital District 304 is for tax dollars to go toward maintaining and operating the hospital building. Funds for a new facility would likely have to come
from taxpayers in the form of a voter-approved bond.

    A new hospital, however needed, is not part of the immediate plan at United General. Reed said plans to replace the nearly 50-year-old facility were in the works in
2009, but were shelved as the economy took a downward spiral.

    What United really needs now is more services to improve revenue and help pay its bills while it waits for a better time to build, Reed said.

    “The district recognizes that there’s a need for a new facility, but our discussions (with Peace-Health) right now are such that that would be the responsibility of the
district, because the district will still retain ownership of the building,” Reed said. “There will come a time in the not-too-distant future where this facility is going to need
a change. You can only continue to function in an aging facility like this for so long.”

Parallels

    Despite their differences, there are a number of parallels between the partnership Peace-Health has established on San Juan Island and the one being explored in
Sedro-Woolley.

    “Number one, they called us,” Adler said, pointing out a theme shared by all of the public hospital districts now affiliated with PeaceHealth.

    Though San Juan’s call came a couple of years before United’s, the two districts reached out for a similar reason: They needed help.

    Adler said he’s received about 25 requests over the past two years from health care facilities across the Northwest looking to partner with a larger provider to improve
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their viability. Of those, PeaceHealth has said yes to eight, including United General.

    He said the facilities that make the cut have community support for the partnership and are close enough to be supported by a larger PeaceHealth facility — such as
St. Joe’s in Bellingham.

    “For us, it only makes sense when a community has a natural relationship with an existing PeaceHealth facility,” Adler said.

    He said many residents on San Juan Island and in Sedro-Woolley already are familiar with the PeaceHealth brand or have received health care at St. Joe’s. That’s part
of why these partnerships make sense for Peace-Health, he added.

    Adler is careful to point out that patients always have a choice as to where they’ll go for services that aren’t offered at their local hospitals or within their districts. But
he acknowledged that in the long run, these relationships with smaller, nearby hospitals have resulted in more referrals to PeaceHealth’s larger facilities.

    He said he’s not yet sure how that will play out for residents of San Juan Island — which is more than a two-hour ferry ride and drive away from St. Joe’s — or how
many patients from Sedro-Woolley might choose to make a 35-minute drive to the Bellingham hospital when they need a service that’s offered there.

    State law requires ambulances and airlift helicopters to take patients to the nearest capable facility while allowing the patient to choose if he or she is able.

Regional impact

    The CEOs of Skagit County’s two other public hospital districts said they and their boards are watching closely what transpires with PeaceHealth and the surrounding
hospitals. As more hospitals unite, the stand-alone hospitals are having to compete for patients against the efficiencies and recruiting abilities of larger providers.

    “We think it will have an impact on our volumes, certainly from San Juan Island,” Vince Oliver, CEO of Island Hospital in Anacortes, said of the new hospital
PeaceHealth is building in Friday Harbor. “Of course, we’d like them to continue to come to Island Hospital, but we understand a critical-access hospital on-island is a
convenient choice for some services.”

    Oliver said his hospital has begun a free shuttle service from the ferry landing in Anacortes to the hospital and clinics in an effort to encourage island residents to
keep seeing their Anacortes physicians. San Juan Island has a population of about 7,500, with about 4,500 residents living in Friday Harbor.

    Gregg Davidson, CEO of Skagit Valley Hospital, said it’s difficult to know how United General’s proposed partnership with PeaceHealth would impact patient volumes at
the Mount Vernon hospital, located just eight miles from United General.

    It depends, he said, on how many services are added at United General’s campus that residents may now be receiving elsewhere in Skagit County.

    Reed said a need to provide services like orthopedics within District 304 — although they already are available in Mount Vernon and Anacortes — is one of the reasons
his district first reached out to PeaceHealth.

    Upon request, PeaceHealth opened a specialty clinic, providing gastroenterology and sleep medicine services, on United General’s campus a year and a half ago. Reed
can check off a handful of other services he’d like to see offered at the Sedro-Woolley campus under a Peace-Health partnership.

    Adler said PeaceHealth’s goal with its partnerships is to bring “as much care into the community that’s safe clinically, from a volumes perspective, and is affordable.”
That said, there still will be a list of services that aren’t available at the community hospital.

    Adler acknowledged that PeaceHealth will, in some ways, end up competing with other public hospitals in Skagit County for the patients who need those services.

    “Where PeaceHealth wants to compete is on our levels of service and the patient experience. And that’s where we want to earn it, in the eyes of the patient,” he said.

    Adler said that doesn’t mean PeaceHealth doesn’t want to continue working with those other hospital districts. Earlier this year, PeaceHealth entered into a supplies-
purchasing agreement with Skagit Valley Hospital that allows both to benefit from greater economies of scale. And this summer, PeaceHealth worked with Island Hospital
when it purchased North Cascades Cardiology, which has a clinic in Anacortes.

    “I think our hope, if (the alliance) goes forward, is that we can develop a collaborative relationship with PeaceHealth and do what’s best for the patient and keep them
close to home,” Davidson said. “I think our main concern is that, when health care is available locally and you see people transferred out of county for care they can
receive locally, that doesn’t help us sustain a health care system in Skagit County.”

    Reed said the services that will be added at United General will all be part of the ongoing negotiations with PeaceHealth.

    He pointed out that the partnership is not a done deal and “any step along here could raise a flag.”

    “So while I’m encouraged, because things are looking positive, and there are things that both sides can bring to the table, one would be foolish to say this is a lock
and we’re going to move forward,” he said.

    Whitney Pipkin can be reached at 360-416-2112 or at wpipkin@ skagitpublishing.com. Follow her on Twitter at www.twitter.com/biz_svh.
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Frank Varga / Skagit Valley Herald
 

Scott Terrell / Skagit Valley Herald
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Rendering provided by PeaceHealth PeaceHealth broke ground in July on a new critical-access hospital and clinic in Friday Harbor, called PeaceHealth Peace Island
Medical Center. It is expected to be completed by the end of 2012.
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