Hospitals & Nursing homes in Alaska:
The Economic and Community Impacts of Caring

OVERVIEW
Alaska hospitals and nursing homes save lives, help heal the sick or injured and keep
families together by delivering health care close to home.
The local hospital is where many Alaskans are born into this world. In some instances it
is where they say goodbye to their loved ones for the last time. In between, the hospital
delivers health care ranging from important preventive screenings to intricate surgeries
in time of great emergency.
The hospital is in some ways like the local fire station. It is open 24 hours every day of
the year. You love to know it is there. You want it fully staffed with the most competent
people and best equipment. And you hope you never have to use it.

The hospital … is like the
local fire station. It’s open
24 hours a day every day
of the year and serves all
who need care.

It is easy to see why many Alaskans never think of health care as an industry. But it is – a
very strong industry. Hospitals are a large employer and a significant contributor to the
state and local economies in Alaska.
This report examines the economic benefits provided by Alaska’s hospitals and nursing
homes. It also addresses some of the unique demographic, distance and market
challenges that affect the cost of hospital care in Alaska.

ALASKA HOSPITALS AND NURSING HOMES PROVIDE
GOOD JOBS AND REGIONAL ECONOMIC GROWTH
health care is a $7.2 billion
industry in alaska. In 2010, it
accounted for about 31,800 jobs and an
overall payroll of $1.53 billion. Fig. 1

Fig. 1 HEALTH CARE EMPLOYMENT (thousands)
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Fig. 2 HEALTH CARE EMPLOYMENT SETTINGS 2010
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According to the State of Alaska, health care employs more people than state
government, the oil patch or most other industries. The Department of Labor and
Workforce Development recently ranked Alaska’s largest private-sector employers for
2010. The Top 50 included 10 hospitals and/or health care organizations.
Health care has been Alaska’s fast-growing industry over the past decade, with
employment up 46 percent during that time. Such growth is about five times faster than
Alaska’s overall population and three times as fast as all other sectors of the economy.

Health care has been
Alaska’s fast-growing
industry over the
past decade.

The trend is continuing: the state labor department projects the number of health care
jobs to grow an additional 26 percent through the 10-year period ending in 2018.

health care employment is unique
in Alaska because job growth
occurs throughout the state.
Job openings are found in all regions of
Alaska, offering close-to-home employment
and solid, steady payrolls for communities in
each region of the state. Fig. 3

Fig. 3 HEALTH CARE’s EMPLOYMENT AND TOTAL WAGES 2010
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Health care, hospitals, and nursing homes also provide indirect jobs throughout Alaska.
Construction spending for Alaska hospitals alone was forecast at $305 million in 2011.
Major projects are underway in Nome, Anchorage, Mat-Su, Fairbanks – and planned
soon in Wrangell.
Also, the wages earned by hospital and health care workers generate an economic ripple
effect. Hospital employees buy homes, cars, food and clothing. They also pay local
property and / or sales taxes to support schools and local governments.
Finally, as large employers, hospitals can be a magnet for stimulating other nearby
business development such as medical supply outlets, restaurants, banks and retail stores.

HEALTH SPENDING IS ON THE RISE IN ALASKA
AND THROUGHOUT THE U.S.
Health spending in Alaska and the rest of the United States is continuing to grow, driven
mostly by increased utilization and higher medical costs.
Recently the Alaska Health Care Commission stated that health insurance premiums for
working Alaska families grew by 91 percent between 2000 and 2009. During the same
period median earnings for Alaska workers rose just 17 percent.

Alaska’s hospitals
and nursing homes
bear a responsibility
to provide better value
and higher quality. We
are working each day
toward these goals.
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Rising costs affect not just family pocketbooks but businesses big and small. As
businesses are forced to commit more of the bottom line to providing health insurance
to recruit and retain top-notch workers, they have less capital available for expansion or
investments in innovation and new technology.
Though the solution must be comprehensive – more Americans with insurance coverage,
a healthier population, better value for the health care dollar and other needed system
reforms – part of the discussion is correctly focused on hospital and nursing home costs.

PRICING STUDY FINDS HOSPITAL, PHYSICIAN COSTS
HIGHER IN ALASKA
the alaska health care commission
studied hospital and physician
payments in alaska and six comparison
states – Washington, Oregon, Idaho,
Wyoming, North Dakota and Hawaii. The
Commission’s study found that hospital
payments are 38 percent more costly in Alaska,
while physician reimbursement here is 60
percent higher than the average of the other
states used for comparison. Fig. 4

Fig. 4 Alaska costs compared to Comparison States
Alaska’s cost of living 30% W
Alaska Hospital costs 38% W

Alaska Hospital payment from insurance companies 35% W

Alaska Physician payment from insurance and other payers 60% W

Alaska Rural hospital total margins SAME

Alaska Urban Hospital all payer total margins 9.6% W

ALASKA COSTS ARE DRIVEN BY CLIMATE, DISTANCE,
DEMOGRAPHICS AND MARKETS
Delivering health care in Alaska truly is a unique and challenging endeavor. Alaska’s
hospitals, nursing homes and other providers are still growing and refining a health care
system that in many communities lags behind the Lower 48 in offering basic treatments
and technology.
As a result, each hospital faces unique circumstances and challenges impacting the
cost of care. While these can differ greatly across regions of the state, here are the most
common “cost drivers” in Alaska:

• High Cost of living and doing business in alaska
construction labor and materials
cost significantly more in alaska.
In addition the cost of utilities in our harsh
climate is significantly higher, especially with
regard to heat and electricity. In addition,
maintaining and servicing equipment can be
particularly expensive due to travel costs for
technicians who service equipment in Alaska’s
rural areas. Fig. 5

Fig. 5 COST OF LIVING INDEX 2010
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• Workforce Recruitment and Retention
Fig. 6 State Wage Comparisons for Health Care
Practitioners and Tech Occupations 2010
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in order to recruit and retain topnotch staff inAlaska, many hospitals
pay higher salaries, a higher portion of
health insurance premiums, and offer more
flexible time-off programs than facilities in
the Lower 48. The flexible time-off programs
are required to overcome the misconception
of remoteness Alaska carries in the recruiting
process. Fig. 6
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		Because of ongoing workforce shortages in many areas of the state there is a heavy
reliance on expensive Locum Tenens or temporary workers – particularly for
surgery and behavioral health – as well as a need for on-call pay for local physicians.

• Aging and Poorer Health
Some cost growth in Alaska is driven
by simple demographics. Alaska has the
second-fastest aging population in the country.
Fig. 7 As the baby-boom generation begins
to age into typically more utilized and more
expensive care, overall costs go up and there
is a corresponding societal need to make sure
seniors have access to the full continuum of
elder care and facilities. Senior services are
growing everywhere in Alaska – especially in
rural communities such as Kotzebue, Nome,
Bethel and Kodiak.

Fig. 7 ALASKA SENIORS (thousands)
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	In addition, the overall health status of Alaskans is changing. Obesity is on the rise
in Alaska, as it is elsewhere. In 2009, 65 percent of Alaska adults were overweight or
obese and the state has high rates of childhood and youth obesity.
	Because obesity often is a contributing factor to chronic illnesses such as diabetes and
cardiopulmonary disease, this alarming trend drives more Alaskans to the hospital in
need of more expensive care.
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Because of ongoing
workforce shortages in
many areas of the state
there is a heavy reliance
on expensive Locum
Tenens or temporary
workers
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with 13 critical access hospitals (fewer
than 25 beds) in a state of just over
700,000 people, alaska has the eighthhighest population-to-small hospital
or cahs ranking in the country.
Even some of Alaska’s relatively larger Sole
Community Hospitals – in communities
such as Juneau and Fairbanks – would be
considered very small markets in the Lower
48. 78 % of the facilities in Alaska have
special federal designation as tribal facilities,
government facilities, critical access hospitals
or sole community hospitals. Fig. 8

Fig. 8 ALASKA HOSPITALS and nursing homes
Critical Access Hospitals (CAH)
Tribal Hospitals¹
Sole Community Hospitals
Military/Veterans Hospitals
Subtotal
Tertiary Hospitals
Psychiatric/BH Hospitals
Long Term Acute Hospitals
Total Alaska Hospitals
Stand Alone Nursing Homes

¹ Includes 4 Tribal CAH

78 % of health facilities
in Alaska have special
federal designation as
tribal facilities, government
facilities, critical access
hospitals or sole
community hospitals.

• Small Markets, Same Health Needs
	Yet the health care needs of residents in these Alaska communities are no less
important than people who live in bigger cities. This means small markets often must
bear the high cost of improved technology, such as adding imaging equipment like a
CT scanner in a CAH.
	This improves diagnosis and treatment, but lower patient volumes make new
technology more expensive to capitalize and harder to pay off. The same smallermarket issues apply to workforce recruitment and retention, especially physicians
and mid-level practitioners.

hospitals and nursing homes door’s
are always open. By law hospitals cannot
turn away anyone needing care, even if they
are unable to pay. In 2009, Alaska hospitals
reported $410 million in lost revenue from
underpayments and uncompensated care,
or about 21 percent of their total operating
expenses. Uncompensated care alone cost
Alaska hospitals $178 million. Fig. 9
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Fig. 9 UNCOMPENSATED CARE 2009
Uncompensated care in Alaska = $178M

• Uncompensated Care and Underpayments
	This loss of revenue by hospitals is shifted to other payers – to people with health
insurance provided by their employer, by the government or through individual
policies. But this cost-shifting continues an ongoing cycle that drives up costs. As
insurance becomes more expensive more people become uninsured or underinsured.
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They often delay or avoid care until it is a crisis, then arrive at the hospital with very
expensive health needs and little or no means to pay for it.
	The issue of compensation is compounded because Medicaid and Medicare are
significant but often insufficient payers in Alaska.
	While Medicaid reimbursements are higher here than Medicare, they often fall
below the actual cost of delivering care – and far below reimbursement to providers
by private health insurers. And Medicare continues to be the lowest payer in Alaska,
relative to the actual cost of delivering care. In 2009, Medicaid and Medicare
combined paid Alaska hospitals just 74 percent of the actual cost of care.
t here are 30 hospitals and nursing
homes in alaska serving nearly
572,000 square miles – an area
one-fifth the size of the entire continental
United States. Fig. 10

Fig. 10 Distribution of Alaska Hospitals 2011
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• Great Land, Vast Distances
	Aside from often harsh climates and reduced economies of scale, especially in our
small-community hospitals, Alaska’s geography adds to both the effectiveness of
health care and the cost of its delivery.
	Seventy-five percent of Alaska’s communities are not connected by road to
a hospital.
	Significant cost is associated with hospital transportation, whether from a nearby
village to the closest critical access hospital or onto one of Alaska’s bigger hospitals
for more serious treatment and care. The further away Alaskans live from the hospital
a recent survey of alaska hospital
discharge data revealed that, on
average, one-fifth of all alaskans
travel 60 miles or more to receive
hospital care. That is a significant and
ultimately costly distance. Fig. 11

Fig. 11 DISTANCE TRAVEL BY SELECT CONDITIONS 2009
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the less likely they are to get timely needed care – and the more it costs to treat them.

CONCLUSION

At the Alaska State Hospital and Nursing Home Association, our foremost goal is to
advance a health care delivery system that improves the health of all Alaskans.
To accomplish that, our hospitals and nursing homes provide vital services in settings
ranging from big cities to the smallest fishing towns and subsistence-based villages.
Every day, we offer services far beyond routine preventive screenings or round-theclock emergency care. Often provided free of charge, these programs deliver health care
assistance and solutions to specific populations with unique medical needs- whether its
immunizations, CPR classes or help for the elderly.
The best way to describe hospital and nursing home care is this: People caring for people.
We work to provide quality and affordable care for everyone. As we do so, we create good
jobs and generate substantial economic benefits throughout Alaska.
The need for our care is great. And our goal – improving the lives of Alaskans every day –
is incredibly important.
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ALASKA’S HOSPITALS AND NURSING HOMES 2011
ORGANIZATION

LOCATION

ACUTE

Alaska Native Medical Center
Alaska Pioneers Home
Alaska Psychiatric Institute
Alaska Regional Hospital
Alaska VA Healthcare System
Bartlett Regional Hospital
Bassett Army Community Hospital
Central Peninsula General Hospital
Cordova Community Medical Center
Denali Center
Fairbanks Memorial Hospital
Heritage Place
Kanakanak Hospital
Ketchikan General Hospital
Maniilaq Health Center
Mat Su Regional Medical Center

Anchorage
Six Homes
Anchorage
Anchorage
Anchorage
Juneau
Fort Wainwright
Soldotna
Cordova
Fairbanks
Fairbanks
Soldotna
Dillingham
Ketchikan
Kotzebue
Palmer

150

North Star Behavioral Health
Norton Sound Health Corporation
Petersburg Medical Center
PrestigeCare and Rehabilitation Center
Providence Alaska Medical Center
Providence Extended Care Center
Providence Kodiak Island Medical Center
Providence Seward Medical and Care Center
Providence Valdez Medical Center
Samuel Simmonds Memorial Hospital
SEARHC/Mt Edgecumbe
Sitka Community Hospital
South Peninsula Hospital
St. Elias Specialty Hospital
Tanana Valley Clinic
USAF 3rd Medical Group - Elmendorf
Wildflower Court
Wrangell Medical Center
Yukon-Kuskokwim Delta Regional Hospital

Anchorage
Nome
Petersburg
Anchorage
Anchorage
Anchorage
Kodiak
Seward
Valdez
Barrow
Sitka
Sitka
Homer
Anchorage
Fairbanks
Elmendorf AFB
Juneau
Wrangell
Bethel

LONG TERM

SWING

OTHER

80
254
55
43
62
13

10
90

74

Outpatient

108

Psych/Subs. Abuse

8
4

152
60
16
39
17

19
12

4
29

15
15
90

5

224
19
43
10

25
6

15
25

12
4

340
25
6
11
27
12
22
60

Ambulatory
59
8
50

57
14

4

