




How do 2004 funding sources for safety net providers compare to 2001?

• Private insurance is down at the FQHCs, while Medicaid and the entire 

uninsured category are both up. Medicare is stable.

• St. Vincent de Paul and clinics such as the Neighborhood Christian Clinic 

continue to rely solely on private grants and contributions. The good news 

is that these sources have increased since 2001.

• EDs generally are seeing significantly more AHCCCS clients – and insured

clients generally – compared to 2001. Medicare is stable at the MIHS ED, 

but private insurance is up. Uninsured/self-pay is down.

• MIHS Family Health Centers are seeing more private insurance, slightly less

Medicaid, slightly more Medicare (in 2004 at least – Medicare numbers are

down in 2005, as mentioned earlier), and slightly more uninsured.

Grants/Gifts  
Grants and contributions are literally the lifeblood of safety net clinics like St. Vincent

de Paul, Las Fuentes, the Neighborhood Christian Clinic and Mission of Mercy. They

are less of a critical factor for FQHCs and hospital clinics, although when it comes to

capital and infrastructure expenses (new clinic space, technology, equipment), targeted

grants and philanthropic contributions play an important role.

A growing philanthropic sector is emerging in the Phoenix metro area as large foundations

and individuals with significant financial resources begin to take a more proactive role

in developing community resources. With regard to the health safety net specifically,

foundations like the Virginia G. Piper Charitable Trust, the Nina Mason Pulliam Charitable

Trust and the BHHS Legacy Foundation have all made major grants to improve the area

health safety net. That’s the good news.

The concern, however, remains the same as it was in 2001. As important as these grants

and gifts are, they are a drop in the bucket of need. Very few of these grants are ongoing

or for general operations, and, as we said in 2002, safety net organizations “can only

go back so many times to the same charitable well until it runs dry.”

Safety net clinics need a sustainable source of funding to respond to a growing need

for medically necessary services. Philanthropy cannot play that role.

Volunteers  
Although it’s hard to put a financial number on it, it’s clear that literally millions of dollars

in services are contributed to the health care safety net by a corps of committed volunteer

physicians, nurses, technicians, drivers, greeters, interpreters, administrators and the

like. Mission of Mercy, for example, estimates that its volunteers contribute in excess

of $400,000 annually through in-kind services to its mobile clinics. The health care

safety net literally would not run without volunteers. Somehow, somewhere, safety

net providers continue to recruit and find dedicated volunteers today, just as they

have done ever since they first opened their doors.
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Ongoing Concerns:
The Provider Perspective

Interviews with safety net providers and officials underscored a number of cross-

cutting concerns:

Pharmacy Costs
Pharmacy costs remain a large and growing concern for safety net providers. Although

Community Health Centers have access to discount pricing for medications, the cost of

the medications is consuming an ever-increasing portion of their budgets. Providers at

the centers are concerned about getting medications, particularly for the uninsured

with chronic conditions such as diabetes and asthma.

One provider summed up the frustration: “You know in advance that the treatment will

fail because there is not access to the right medications.” Clinica Adelante spends well

over $500,000 per year for drugs. Even that amount is insufficient to meet the need.

Limited Scope of Service
Many providers told us that “we can’t be everything to everyone.” A growing number

of uninsured patients is forcing safety net providers to reevaluate the scope of services

that they can realistically and economically provide. In the case of Mission of Mercy

and other safety net clinics that treat uninsured patients exclusively, they have chosen

to see fewer clients and provide them with better care than to see more patients and

provide them with minimal care.

Cost Determines How Care is Managed.
Most safety net physicians who work with uninsured patients do so because of a strong

sense of mission. Still, they are angry and discouraged by their inability to treat

patients appropriately. One doctor stated,

“I have a patient with a thyroid nodule. She needs an ultrasound, but can’t

afford it. I can’t get the right diagnostic tests. All I can do is wait for her to

come back in with advanced disease that I’ll finally be able to treat, but

without good results.”

Lack of Communication, Monitoring and Tracking 
While the lack of basic communication, monitoring and tracking between primary care

physicians and specialists is an issue throughout the entire health care system, it is

especially disruptive for safety net providers. Once a patient is referred out for additional

care, the primary provider has difficulty finding out what treatment is subsequently

provided. Safety net providers told us that the Community Health Centers and other

large public clinics are seen by some private physicians as an occasional source for

care, not as an ongoing site for primary care to be treated with the same courtesy as

other referral sources.
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Behavioral Health
Behavioral health issues continue to be a major concern. Although we do not address

the system issues here, managing mental and behavioral issues can make or break

medical care. One provider, frustrated at the lack of access to services, put it this way:

“The best way to address behavioral health is to not ask the question.”

Keeping Clients on AHCCCS
AHCCCS provides a critical revenue source for safety net providers. Clients, faced with

administrative misunderstandings, confusion with paperwork or sheer inertia, often lose

AHCCCS coverage. Providers must then dedicate staff to re-enrolling eligible clients in

order to maintain this revenue stream. Ironically, this increases administrative over-

head, reduces the time available to actually treat patients, and necessitates a greater

need for sustainable payer sources such as AHCCCS.

Financial Tensions
Safety Net officials report tensions between clinical morbidities and financial need.

Several administrators stated that they have to be financially responsible about how

they spend the money that is set aside for these needs.

For example, is it better to pay for one operation at $7,000, or to get 50 people at risk for

diabetes and heart disease into nutrition and exercise programs? Should one spend

scarce resources to treat a 5-year-old child with cerebral palsy who has not had previous

medical care if it means having to deny care to many others with low-cost problems

that can be cured? Ethical trade-offs are found throughout the health care system, of

course, but they are especially acute in the health safety net because of extreme

financial pressures.

The Sheer Inefficiency of the System
All of these concerns are expressed in the sheer inefficiency of the safety net web of

services and providers. As one administrator put it, “The system is broken. We only

have pockets of service available.”

Communications and time spent hunting for specialists are two types of inefficiencies;

the manner in which services are provided – or not – is another. At one hospital, clinic

administrators expressed frustration with the piecemeal funding for breast cancer

treatment and diagnosis. They have the facilities and funding to evaluate patients, but

treatment funds are lacking. They report funding going to many nonprofits in the community

for outreach and screening, but not for coordination and treatment. One administrator

pleaded, “We need coordination of resources from the beginning to the end.”
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Action Steps:
Then and Now

In 2002 we concluded our first Squeezing the Rock study of the safety net in Maricopa
County with a list of six action steps. Here is one take on our progress:

1. Come Together

THEN: We recommended that Maricopa County policymakers and safety net
providers come together to explore cooperative models with the potential to
improve safety net services.

NOW: Little has changed. Safety net providers still work primarily in a competitive
model. Some exceptions exist, such as the development of the HealthCare
Connect discount care program, and we are also beginning to see cooperative
discussions around new clinic locations. Still, the highly competitive nature of
the entire health care industry reverberates throughout the safety net as well.

2. Aggressively Pursue Subsidies for Care

THEN: We recommended aggressive pursuit of federal community health center
funding, market reforms to increase health insurance coverage rates, and the
development of a public subsidy for funding care for the uninsured.

NOW: We’ve made progress. Maricopa County did in fact receive several federal
grants to enhance services and increase the number of clinic sites. Proposition
414, establishing the special health care district for MIHS, was created through
a collaborative effort of many health care providers and community leaders.
MIHS also received FQHC status. As we prepare this update, several market
solutions for insurance accessibility are under consideration by the 2006
Arizona Legislature.

3. Pay Attention to Specialty Care

THEN: We recommended financial and/or legal incentives to attract specialists
to high need areas.

NOW: Access to specialty care remains a major need.

4. Streamline Administration and Regulation

THEN: We had high hopes for incorporation of electronic technologies to stream-
line medical records, application forms and other administrative paperwork.

NOW: Health system adoption of electronic records continues to move slowly,
but the pace has picked up over the past year on both the national and local
front. Governor Napolitano’s Health-e-Connection Task Force recently completed
its Roadmap assignment to develop initiatives to create a state-wide health
information exchange within the next five years. Although only 13-15% of Arizona
physicians use electronic health information systems currently, another 25%
plan to implement them in the next two years. We expect this to gather steam
over the next five years.
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5. Develop an Independent Source of Quality Information 
and Analysis of Safety Net Issues

THEN: We encouraged the development of such information sources.

NOW: Over the past four years, SLHI has focused some of its resources on the
development of Arizona HealthQuery (AzHQ), which we alluded to earlier, and
which has been used to inform portions of this safety net update. AzHQ shows
substantial promise to both describe how the safety net is used and to evaluate
indicators of quality, access and cost throughout the entire Arizona health care
system. As the integrated data warehouse is populated with more ambulatory
care data, its power and use should continue to increase over time.

6. Continue Efforts to Ensure All Arizonans Have 
Basic Insurance Coverage

THEN: We recommended increasing the number of people with health insurance
as the key to improving access to care and specialty coverage.

NOW: The implementation of Prop. 204 AHCCCS expansion made a significant
reduction in the ranks of the uninsured in Arizona, but this has been offset in
recent years by a continuing decline in employment-based health coverage. The
proportion of uninsured has stabilized around 17% since 2004, but the total numbers
have increased slightly because of population growth. States are becoming more
aggressive in efforts to provide all of their citizens with basic health insurance
coverage. We continue to recommend that Arizona do the same.

The Road Ahead
Even though Maricopa County has made progress in several dimensions of improving
safety net services since 2002, services for uninsured, low income and medically
indigent cit izens and non-citizens alike remain stretched. Our description of the 
system as “run on a shoestring with compassion, grit and resolve” in 2002 still fits
the system we have today.

The safety net has traditionally been viewed as organizations that provide medical care
for patients regardless of their ability to pay. In a world where employment-based health
coverage is becoming obsolete, and where government subsidies for uncompensated
care are increasingly under the fiscal gun of huge budget deficits, it is becoming
painfully obvious that the historical model of the safety net itself is incongruent with
our population’s needs.

Fundamentally, the safety net is held together by mission-driven people – people who
believe that access to a basic level of health care services is a right, and should not
depend on income or social status alone. These mission-driven people will go to
extraordinary lengths to provide compassionate care. As we have documented in this
updated report, they continue to develop creative solutions to a myriad of health care
and health system issues.

But at what point is a dedication to mission no longer sufficient by itself to meet the
challenges described in this report?
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An Agenda for Today
The health safety net alone can’t address the larger issues of access to affordable,
high quality health care that, in the end, impact all of us. Here is one action agenda
for today and well into tomorrow:

INSURE EVERYONE. We’re agnostic about the method, but not about the end. Everyone
should be required to have basic health insurance coverage, and everyone, to the
degree they are able, should have some personal responsibility for contributing to
that coverage.

INCENTIVIZE PREVENTION AND WELLNESS. Encourage healthy behaviors and lifestyles.
The only sure way to reduce health care costs across the board and improve health
outcomes is to keep people out of the acute care system in the first place by staying
healthy. Our health care system feeds on sickness. We need to invest in health.

INTEGRATE CARE. Developing funding mechanisms that can be distributed across
providers and systems of care is one way to encourage the integration of the services for
persons with multiple chronic conditions. Training people to work across teams and
networks of care is another. We have one system of care for the mind, and another for
the body. This is absurd on the face of it, and bad health care to boot. We need to
invent the neck.

INVEST IN A STATEWIDE HEALTH INFORMATION EXCHANGE. Arizona now has a roadmap
for how to go about connecting all actors in the health care system in a transparent,
confidential and efficient electronic network. Yes, it will take a major investment of
time and resources, and yes, it’s not going to happen overnight. But it’s coming. Look
for ways to get involved in implementing Arizona’s roadmap today.

SOLVE THE IMMIGRATION DILEMMA. Immigration is a hot button issue everywhere, but
it’s particularly vexing for safety net providers who supply compassionate and effective
care to everyone, regardless of their origin, legal status and ability to pay. The burden of
providing that care should not be the safety net’s alone, but should be spread fairly across
the entire society. That’s why we need to craft an intelligent immigration policy today.
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The Future of the Public Hospital in
Arizona Arizona’s two public hospitals,
Maricopa Medical Center (Phoenix) and
Kino Community Hospital (Tucson) face
an uncertain and precarious future. In
the light of growing operating deficits,
decreased public revenue and the passage
of legislation implementing Proposition
204, which eliminated the mandate for
Maricopa and Pima counties to operate
public hospitals after July 1, 2003, these
time-honored institutions face both a
crisis of mission and a crisis of margin:
how to redefine and reposition themselves
in a privatized, highly competitive health
care climate driven by the hard dollars of
market share and efficiency.A
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Do public hospitals belong to another era? Is there a role for them to play in a privatized health care world?
This Arizona Health Futures Policy Primer provides a condensed overview of the problems facing Arizona’s
two public hospitals in the context of public hospitals and health economics generally, and offers a series of
policy questions to help frame the community discussions concerning their future.

Public Hospitals – A Snapshot*
Since the 1800s, public hospitals have filled the role of caring for the poor, people with chronic conditions and
patients who other health care institutions did not wish to admit.

In The Social Transformation of American Medicine, Paul Starr writes, 

The relation between public and private hospitals had been foreshadowed by the complementary roles
of the almshouses and the early voluntary hospitals. While voluntary hospitals admitted poor patients,
the public institutions received the less desirable poor, the overflow of mostly chronic cases. …The 
government accepted responsibility for the residual problem cases other institutions would not take.

Definition and Scope

Public hospitals are inpatient hospitals that are controlled and supported to some significant degree by govern-
mental bodies, such as local, county and state government. For much of the twentieth century they had a clear
and distinct mission as a provider of health services for the poor and indigent, and to provide health care functions
that were often viewed as necessary but undesirable or unprofitable, such as trauma services, burn care and 
correctional health care. Together with federally funded community health centers and a number of community-
based hospitals, clinics and physicians, public hospitals comprise what is commonly referred to as the health
“safety net” in their communities. (see Squeezing the Rock: Maricopa County’s Health Safety Net, Winter, 2002)

In addition to providing inpatient services, many public hospitals function as part of a larger public system of
outpatient primary and specialty care, subsidized pharmacy services and even skilled nursing facilities. A significant
number of public hospitals also provide undergraduate and graduate training opportunities. According to the National
Association of Public Hospitals and Health Systems (NAPH), 15% of the nation’s medical and dental residents
and 9% of allied health professionals were trained by NAPH member hospitals and health systems in 2000.

Funding Sources

Historically, public hospitals have relied on government funding. Most of their insured clients are covered
through Medicaid and Medicare, with a significantly smaller private insurance component. Uninsured and
underinsured patients are subsidized through a variety of means, including state and local subsidies/taxes, 
supplemental payments such as Medicaid and Medicare Disproportionate Share Hospital (DSH) payments
and Medicare indirect medical education (IME) funds.

The following charts show the funding source picture for 77 public hospital and health system members of NAPH:

Figure 1
GROSS CHARGES BY PAYER SOURCE, 2000 SOURCES OF FINANCING FOR UNREIMBURSED CARE, 2000
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National 
Trends

The organizational and financial health of public hospitals can
vary widely, depending on such factors as the level of competition
in local markets, managed care penetration rates, level of public
subsidies, reimbursement rates, quality of management, workforce
availability, local politics and other factors. Nevertheless, some
general trends apply:

■ PUBLIC HOSPITALS ARE DECLINING IN NUMBER. Public 
hospitals are closing and/or privatizing faster than general
community hospitals. In 1979 there were 211 public hospitals
nationally. By 1998, 139 remained, representing a 32% drop.
This compares to a decrease of 14% during the same period
in the total number of hospitals. (Bovbjerg, et. al.)

■ PUBLIC HOSPITALS ARE LOSING MONEY. Nationally, safety 
net hospitals are suffering. On average, NAPH-member 
hospitals ran at a –1% deficit in 2000, compared to a positive
2.6% margin in 1996.

■ THERE IS A SHIFT TO AMBULATORY CARE. The hospital 
industry generally is experiencing a decrease in the volume 
of discharges and significant increases in ambulatory care 
volumes, whether through more outpatient visits, emergency
room visits, primary and specialty care clinic visits or ambu-
latory surgery. As safety net providers, public hospitals and
health systems tend to suffer more under this trend because
they treat a higher number of uninsured patients through
their ambulatory care networks than in the inpatient settings.

■ GOVERNMENT SUPPORT IS DECLINING. All hospitals have
experienced reductions in Medicare and Medicaid reimburse-
ment rates since the passage of the Balanced Budget Act of
1997. Since public hospitals treat a disproportionate share of
Medicaid and Medicare patients, they experience a greater loss
proportionately of income than facilities with a healthy per-
centage of privately funded patients. Medicare and Medicaid
payment-to-cost ratios declined 5.4% and 7.8% respectively
between 1999-2000 for a matched set of NAPH members.

■ COMPETITION IS INCREASING. Throughout most of the 1990s,
public hospitals saw a decline in the number of Medicaid
patients as economic pressures forced providers that did not
traditionally rely on Medicaid as a source of revenue to actively
compete for them in the market. Although this decline has
leveled off since the late 90s, public hospitals still face pressure
in highly competitive markets for patients with both public
and private insurance, who may be drawn by other amenities
and perceived levels of “quality” outside of public systems.

St. Luke’s Health Initiatives 3

Governance Structures

Public hospitals can be categorized

into three general governance models:

direct operation by a governmental

body, separate public entities and

not-for-profit corporations.

About 40% of NAPH members were

directly operated by either state or

local governments in 2002. Other public

hospitals (58%) have moved away from

this model because of limited autonomy

and lack of flexibility in a highly 

competitive health care environment,

and converted to some type of separate

public entity. These can include:

■ SEPARATE BOARD WITHIN

GOVERNMENTAL ENTITY. “The 

hospital or public health board

has authority to manage the daily

operations of the hospital.”

■ HOSPITAL TAXING DISTRICT. “An

independent instrumentality of 

the state government with taxing

authority and defined geographic

boundaries.”

■ HOSPITAL AUTHORITY. “A separate

public entity existing independent

of local government and governed

by a separate board, often with the

involvement of local government.”

■ PUBLIC BENEFIT CORPORATION.

“A distinctive public corporate

entity providing a benefit to state

residents.” This model is usually

tied to specific enabling legislation

for a particular health system.

■ NOT-FOR-PROFIT CORPORATION.

These are typically tax-exempt 

corporations under a contractual

agreement with local government to

provide safety net health services.

* Unless otherwise noted, national information is from
America’s Safety Net Hospitals and Health Systems,

2000, found on the NAPH web site at www.naph.org. 



Public Hospitals in Arizona
Arizona has two public hospitals: Maricopa Medical Center in Phoenix and Kino Community
Hospital in Tucson. Both are key components of the health care safety net in their respective
communities, both face the same national trends and conditions described above, and
both are in serious financial straits. There are, however, significant differences between
them, especially in scale and scope, and each must be considered separately.

Maricopa Integrated Health System

Maricopa Integrated Health System (MIHS) consists of Maricopa Medical Center (MMC),
four health plans, a comprehensive health center and specialty clinics and a network of 11
family care centers throughout Maricopa County. MMC is a 621-bed tertiary care hospital
that includes a 172-bed psychiatric care facility as well as a regional burn center, a Level I
trauma center and other special facilities. MMC and its ambulatory health center and clinics
primarily draw from the south-central portion of the Phoenix metro area, which also
includes four other tertiary hospitals and their respective ambulatory and specialized
facilities. MMC is the referral hospital for the Maricopa Health Plan and the 11 family
care centers in the county.

Table 1 situates MMC with other inpatient hospitals in the area:

When compared to the four hospitals in the vicinity, MMC accounted for approximately
21% of total admissions. Approximately 5% of its inpatient acute care visits were for 
correctional health care. In addition, MMC sees approximately 70,000 emergency room
cases per year. In FY 2001, MIHS had over 406,000 outpatient visits.

Payer Mix

MIHS’s fiscal problems are reflected in its payer mix (Figure 2). Compared to the public 
hospital mix nationwide (see Figure 1), MIHS has more Medicaid/Medicare patients;
fewer patients on HMOs, PPOs and other commercial plans; and similar percentages of 
uninsured and other self-pay patients.
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Task Force, 2003

Table 1
HOSPITAL UTILIZATION GOOD PHOENIX ST. ST. 
(ADHS UAR2000) MMC SAMARITAN MEMORIAL JOSEPH’S LUKE’S 

Licensed Beds – Total 586 537 195 477 280 

Staffed Beds – Total 423 486 195 456 228 

Staffed Beds (percent of Total Licensed) 72.2% 90.5% 100.0% 95.6% 81.4% 

Total Admissions 20,014 30,566 9,450 27,176 7,054 

Total Patient Days 102,521 136,495 32,845 136,558 36,030 

Patient Days per Staffed Bed 242.4 280.9 168.4 299.5 158.0 

Annual Occupancy per Staffed Bed 66.4% 76.9% 46.1% 82.0% 43.3% 

Proportion of Total Admissions in Group 21.2% 32.4% 10.0% 28.8% 7.5% 

Number of Operations Performed Total 5,231 13,697 8,400 21,511 6,427 

Proportion of Total Operations in Cohort 9.5% 24.8% 15.2% 38.9% 11.6% 



Figure 2: Gross Charges by Payer Source (2001)

ALL ARIZONA HOSPITALS (INPATIENT)* MMC (INPATIENT) MIHS (OUTPATIENT)

* Arizona Patient Days by Payer, First 6 months 2002. Source: INTELLIMED International Corp. See www.azhha.org. MIHS percentages are from 2001.

Uncompensated Care

MMC has a large number of self-pay patients compared to all other Arizona hospitals – 28% compared to 9%.
This is the chief reason why MIHS has the highest percentage of uncompensated care (charity care plus bad
debt) per gross charges of any health system in the region – 18.8% in 2001, over three times that of the next
health system. This translated into $89 million in uncompensated care. In the same year, MIHS provided 23%
of all uncompensated care in Maricopa County, next only to Banner Health System (29%), whose multiple 
hospitals had gross charges of $3.3 billion compared to MIHS at $472 million. (Squeezing the Rock, pp. 16-17)

Recent History

MIHS’s financial difficulties are not new. In 1997, the County Board of Supervisors hired a private manage-
ment firm to take control of MIHS after several years of losing money, even with an operating subsidy from 
the County that averaged $20-$30 million annually. In the ensuing years, given the ability to manage personnel
and procurement outside the county system, MIHS operated at a profit, although its aging physical plant needs
were not addressed.

However, in the past two years, the system is again experiencing losses due to a multitude of factors, including
large numbers of uninsured and the payer mix described above, rising staff costs, supplies and pharmaceuticals
and loss of a major long-term care contract with the state.

The loss of approximately 20% of its long term care business (the Maricopa Long-Term Care Plan, or MLTCP)
was especially significant, because MIHS’s health plans had been contributors to the bottom line by subsidizing
operating losses at MMC. For example, in 2001 MMC posted a loss of approximately $15 million, while the system
as a whole posted net income of $4.6 million. In 2002, the system posted a $2 million loss. Given increasing
competition from other long-term care plans and higher costs for community services and general administration,
auditors project a declining ability to subsidize medical services through MLTCP. (www.maricopa.gov/internal_
audit/pdf/longtermcare.pdf) 

Because of the immediate fiscal crisis, Maricopa County budgeted – but did not spend – a $38.8 million General
Fund subsidy for MMC in FY 2002-03, in addition to a $53 million reserve for potential losses and questionable
accounts receivable.

In changing the approach to managing MIHS in 1997, the mandate was to make the system profitable. As in any
business, this led to an emphasis on efficient management and a search for revenue. Essentially, MIHS shifted
from the hospital as a provider of last resort to the health system as a provider of health care services to patients
and health plan members. The plans have taken on a larger financial role by necessity, with the medical facilities
themselves in a lesser role.
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Kino Community Hospital

Kino Community Hospital is managed as a public facility and subsidized by Pima County.
It primarily draws from the south and west sides of Tucson, an area with a high concentra-
tion of low-income persons. In 2000, Kino Community Hospital had around 4,800 total
admissions, with an average occupancy rate of 64.8% per staffed bed. However, by FY 2002
average occupancy for medical/surgical beds was only 14%. This was offset by a relatively
high occupancy in behavioral health unit beds.

Compared to four other Tucson hospitals, Kino Community Hospital accounted for
approximately 6.0% of total admissions for the year 2000. (see Table 2) Kino Community
Hospital has a projected loss of $13-$15 million for FY 2003, primarily arising from the ER
and medical/surgical inpatient care.

Payer Mix

Kino’s payer mix (Figure 3) is similar to public
hospital averages across the country. Almost
20% of the self-pay/other category is from Pima
County for such things as behavioral health
reimbursement and occupational medicine.

Uncompensated Care

Like MIHS in Maricopa County, Kino Com-
munity Hospital shoulders a disproportionate
share of uncompensated care compared to
other Pima County hospitals. In 2001, the
average uncompensated care burden at
Kino was 11.3% of gross charges, compared
to 3.3% for all other Pima County hospitals.
In 2002, uncompensated care accounted 
for almost $10 million of Kino’s $15 million
operating loss.

Table 2
TUCSON UNIVERSITY

HOSPITAL UTILIZATION CARONDELET CARONDELET MEDICAL MEDICAL
(ADHS UAR2000) KINO ST. JOSEPH’S ST. MARY’S CENTER CENTER 

Licensed Beds – Total 190 301 393 595 365 

Staffed Beds – Total 115 231 385 533 306 

Staffed Beds (percent of Total Licensed) 60.5% 76.7% 98.0% 89.6% 83.8% 

Total Admissions 4,841 12,120 16,217 29,533 17,342 

Total Patient Days 27,183 47,636 70,370 117,117 83,479 

Patient Days per Staffed Bed 236.4 206.2 182.8 219.7 272.8 

Annual Occupancy per Staffed Bed 64.8% 56.5% 50.1% 60.2% 74.7% 

Proportion of Total Admissions in Group 6.0% 15.1% 20.3% 36.9% 21.7% 

Number of Operations Performed Total 1,374 13,102 9,437 22,193 10,146 

Proportion of Total Operations in Cohort 2.4% 23.3% 16.8% 3 9.5% 18.0%
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The mission of

Kino Community

Hospital is to

serve the people

of Tucson and

Pima County 

by providing

high quality

ambulatory 

care and acute

inpatient care

within the scope

of selected

specialties in 

a cost effective

manner. 

www.kinohospital.org 

Figure 3:
Gross Charges by  

Payer Source* 

* First eight months of FY 2003.

51%

15%

34%

Medicaid/Medicare     

      Commercial Plans            Self-Pay/Other



Recent History

According to Pima County officials, Kino Community Hospital 
has sustained losses of $69 million over the past nine years. The
rate of loss has increased over the past several years, with a loss 
of $13-$15 million projected in 2002-2003 alone. Pima County
budgeted a $13 million operating subsidy for Kino, in addition 
to $2 million for capital remodeling and a $2 million reserve.

Kino faces all of the familiar system stressors – decreasing Medicare
reimbursement, registry staff costs, medical malpractice insurance
costs, etc. – but their situation is complicated by large amounts of
uncompensated care and low use rates by people on commercial
and government insurance plans, including those on Pima Health
System, the county employee health plan. Further, the county’s
ability to subsidize uncompensated care is subject to a constitutional
cap on expenditures, which is currently at its limit.

Proposition 204 also had a major impact on Kino. In addition to
losing disproportionate share money (see Squeezing the Rock for
more information on DSH), large numbers of people who became
insured begin to choose hospitals other than Kino for their care.
For example, the average daily number of beds occupied in Kino’s
inpatient medical/surgical unit was 25 per day prior to Proposition
204, and dropped to 18 per day after its implementation. Kino is
forced to pay a premium for specialty care because of compensation
issues as well as its low occupancy rates.

While Kino’s emergency care and inpatient medical/surgical 
programs have suffered the greatest losses, its dental and heavily
used inpatient behavioral health services are in better shape,
nearly breaking even in 2002. Community discussions concerning
the future of Kino have included the option of converting it to a
behavioral health facility or leasing it to University Physicians, Inc.
to develop programs to expand health care services and attract
more patients.
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Health Care Workforce

Public hospitals serve a significant role 

in training the health care workforce.

Students in a wide range of disciplines

receive clinical training in the hospital

setting. Student nurses, pharmacists,

radiology technicians and laboratory

technicians all need hands-on supervised

training in a hospital setting. Training

generally occurs in university-linked 

hospitals and public hospitals.

A large part of graduate medical education

(GME) has traditionally occurred in safety

net hospitals, including public hospitals.

While direct GME funding pays for the

increased cost of care associated with

training physicians, these funds help to

cover the cost of uncompensated care. For

safety net sites, GME funds effectively

serve a function of providing free or

reduced cost care to clients in exchange

for the clients providing educational

“material” for the GME programs.

MMC has the largest residency training

program in Maricopa County, with 196

residents in 1999. Total AHCCCS-GME

payments in FFY 2002 were approximately

$6.2 million to MMC.

In Tucson, the majority of GME goes to

University Medical Center, which supported

229 medical residents in 1999. Kino

Community Hospital, part of the University

of Arizona’s training program, supports

15 residents with a $322,000 subsidy.

In addition to the AHCCCS-GME payments,

Arizona’s teaching hospitals receive 

$42 million in indirect medical education

funding that provides salary support for

teaching physicians and $14 million in

direct medical education payments. 

Loss of these funds would have serious

consequences for all teaching hospitals,

and for MMC in particular.

See the January 2003 SLHI Policy Primer, Graduate

Medical Education, for a more complete discussion 
of GME issues.



Crisis 
of Mission

A “crisis of mission” can occur in any organization when any or all of the following apply:

■ The conditions that gave rise to the mission no longer apply.

■ The resources and interests of the organization are out of sync with its mission.

■ The mission is not sufficiently clear in order to strategically direct organizational activities.

All successful organizations continually reinterpret their mission in light of changing 
circumstances and redirect their resources accordingly. Over the past several decades,
fiscal pressures on public hospitals and a changing public view of the role of government
in providing health and other services have precipitated such a review, resulting in calls to
close, privatize and/or reorganize public hospitals across the country, with varying results.

In Arizona, these are some of the general factors impacting a crisis of mission for 
public hospitals:

Proposition 204

Prior to the passage of Proposition 204 in 2000, Arizona counties had residual responsibility
for the care of the medically needy and medically indigent. The subsequent legislation
that was designed to implement Proposition 204 effectively repealed that responsibility
and transferred it to the state through expansion of the AHCCCS (Medicaid) program.
(see SLHI’s Step by Step report for a detailed examination of Proposition 204)

Further, the legislation also repealed the county hospital maintenance of effort beyond
July 1, 2003, which essentially meant Maricopa and Pima counties no longer had to 
maintain a public hospital after that date.

In effect, the conditions that gave rise to the public hospital mission of providing care 
to these populations no longer apply. In fact, current mission statements of both MIHS
and Kino Community Hospital do not specifically reference care to the medically needy
and medically indigent. This can be compared to mission statements of some public 
hospitals/health systems that have gone through various forms of rebirth/redefinition/
reorganization over the past decade, where the phrase “regardless of ability to pay” is
expressly stated (Boston, Denver).

Paradoxically, by increasing publicly financed health coverage, Proposition 204 weakened
public hospitals. As income eligibility for AHCCCS increased, fewer subsidies were available
for general health care, leaving public hospitals with increasing numbers of uninsured
patients coming through their doors and no means to pay for them.

The Privatization of Health Care

With the passage of Proposition 204 and changes in the economics of health care generally,
responsibility for medically needy and medically indigent health care is transferred from 
a particular location – a county, a public hospital, a clinic – and potentially spread out
across all providers. Persons in the AHCCCS plan are not required to go to MMC or Kino,
and many of them don’t. For example, according to Pima county officials, Kino receives
only 9% of the hospital admission of people living in its immediate service area. Nearly
83% of those persons use other Tucson providers.
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Provider competition drives this. Medicaid is a revenue stream and, depending on what it costs them, other
nonprofit and for-profit hospitals may take Medicaid patients. In the privatized health care world, patients
choose when, where and how to access care. Even tightly managed care plans are becoming less restrictive in
response to commercial pressure. Patients are less a part of one defined “system” and more a part of a market
where convenience and perceptions of quality influence choice.

In this model, public hospitals are competitors first, and safety net providers second. They have to compete for
paying AHCCCS patients and those on commercial plans, and that means having the infrastructure – modern
facilities, the latest technology, adequate workforce – to attract them. Because they have a large portion of 
uninsured patients with little or no revenue still coming through their doors, they need a healthy base of paying
patients to help shoulder the costs.

In a private health care market, it is not economically feasible for Arizona public hospitals to be safety net
providers first without some form of public compensation. They have to compete or close their doors. This 
produces a crisis of mission.

Incoherent Federal Policy

Federal policy is of at least two minds when it comes to safety net support. On the one hand, the passage of 
the Emergency Medical Treatment and Active Labor Act (EMTALA) in 1986, a federal anti-dumping law that
prohibits all hospitals from denying emergency care to a person arriving in the ER, has spread the burden of
emergency room care to private hospitals as well as the public hospital. Arizona hospitals have long complained
about being required to treat all patients, regardless of status or ability to pay, and pointed out that the law
makes all of them, in effect, safety net providers – but with no funding source for services.

On the other hand, with the Balanced Budget Act of 1997 and subsequent refinements, the federal government
has steadily sought ways to reduce Medicare and Medicaid payments. Lower payment rates, combined with
financial pressure from private plans, have steadily squeezed all health care providers. Public hospitals, which
on average take in more patients on public support than private hospitals, feel the squeeze the most. Medicare
and Medicaid payments lag provider costs, which are increasing rapidly.

In effect, federal policy requires care to be provided and reduces the payment for it. All hospitals, and public
hospitals in particular, have fewer opportunities to cost shift the burden of uncompensated care. For public
hospitals, resources and mission are out of balance.

Public Opinion

Public opinion weighs heavily on decisions to close public hospitals or otherwise redirect and reconfigure their
mission and programs in light of changing economic and social circumstances. Most public hospitals are situated
in low-income urban areas, and advocates are passionate and vocal about the need for full-service medical 
facilities in their community. While market conditions force politicians and administrators to focus on economic
issues, public opinion forces them to focus on the social dimension of their mission.

In a 2002 survey of Phoenix residents by Maricopa County Research and Reporting, a majority of the public said
that the county should take a bigger role in providing health care. Despite legislation that removes the counties’
responsibility to provide health care to the medically needy and indigent, 82% of respondents said Maricopa
County has a responsibility to provide health care to residents who cannot afford it but are not eligible for care
through AHCCCS.

Not surprisingly, fewer people responded positively to a possible tax increase to pay for these services, although
a majority (73%) either strongly agreed (27%) or agreed (47%) to a sales tax hike.

Public opinion forces a discussion of the central issue permeating all discussions about the future of public 
hospitals: What is the role of government in providing health care?
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Other Public 
Hospital Transitions 

– a Snapshot
In 2000, the Urban Institute reviewed 
five localities that ceased running public
hospitals. Three of the changes occurred
in the 1990s: Milwaukee, Boston and
Tampa-Hillsborough County. The three
localities took different approaches to 
the hospital facility, but have a common
thread of creating a managed care plan for
the uninsured. Denver serves as a separate
approach to a failing public hospital.

■ MILWAUKEE sold its county hospital to
a nearby institution, which eventually
closed the county facility. The private
hospital ensured continuity of a Level I
trauma program. In addition, the
county designed a safety net managed
care program, which proved effective
in preventing some hospitalizations. The
private hospital does not specifically
care for the indigent population.

■ BOSTON merged the city hospital with
a university hospital, and created a new
financing arrangement – a Medicaid
1115 waiver to create an integrated
delivery system, including a managed
care network for the uninsured.

■ TAMPA privatized Tampa General
Hospital, with a mandate to retain
existing levels of charity care. Tampa
had previously ceased direct subsidies
for uncompensated care, and had 
created a county-run managed care
plan. Tampa-Hillsborough County is
the most like Arizona in the rate of
uninsured, although its managed 
care penetration is lower.

■ DENVER moved the governance of
Denver General Hospital from the
Mayor’s cabinet to a separate public
authority in 1997. Denver Health
Medical Center, as the hospital is now
called, has separate personnel, legal
and purchasing systems. Denver
Health made a major investment in
technology, and found efficiencies
through the use of electronic medical
records and billing. Thus far, Denver
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Specialty Services
Many public hospitals provide specialized services that are often

expensive and unprofitable as part of their public mission. Private

nonprofit and for-profit institutions are less likely to provide

services such as burn care, correctional health care, high-risk

pregnancy and neonatal intensive care services, and detoxification

and mental health services. Obviously, there are exceptions.

■ TRAUMA CARE, often a public hospital function, is available 

at a variety of private hospitals in Arizona. MMC is one of five

Level I trauma centers in Maricopa County, another two of which

are located in MMC’s general service area. Kino Community

Hospital is not a trauma center. The marketing advantage 

conferred by Level I trauma center status helps to offset potential

financial losses from trauma. In addition, most motor vehicle

crash victims (the primary reason for trauma admissions) have

mandated automobile insurance, which provides at least one

insurance reimbursement stream to a hospital. 

■ NEONATAL INTENSIVE CARE is another common public hospital

specialty service. Currently, four hospitals in Maricopa County

are certified as Level III neonatal intensive care (NICU) beds. 

In 2000 Maricopa Medical Center provided 17.8% of NICU patient

days, compared to 52.5% at Phoenix Children’s Hospital and

29.7% at St. Joseph’s Hospital and Medical Center. In Pima

County, Kino Community Hospital no longer provides obstetric,

newborn or pediatric services, although there is talk of reintro-

ducing them at some level.

■ BURN CARE is considered to be one of MMC’s “crown jewels.”

Its burn center is regional in scope and draws patients from

surrounding states and Northern Mexico. In 1999, MMC treated

almost 400 inpatients and had 1,500 clients in outpatient burn

clinics. St. Mary’s Hospital in Tucson also provides burn and

wound care; Kino Community Hospital does not.

■ CORRECTIONAL HEALTH CARE is provided by MMC on a regular

basis, including a locked unit for high-risk prisoners needing

inpatient care.

■ INPATIENT/OUTPATIENT BEHAVIORAL HEALTH SERVICES are

provided in significant amounts by both MMC and Kino Community

Hospital. Other hospitals and health systems in Maricopa and

Pima counties provide behavioral health services as well.

■ OUTPATIENT SPECIAL SERVICES such as ophthalmology, dental

care, cardiology, pulmonology and so on are some of the most

difficult services to access for uninsured clients. Across the nation,

teaching hospitals with specialty training programs are key

providers of these services. In Maricopa County, MIHS supports

outpatient specialty clinics that are available on a sliding fee

scale to uninsured clients. While little “free care” is provided,

reduced prices are offered. 

See Squeezing the Rock for more on safety net specialty services.



Health is financially sound, although the increasing number of uninsured and cuts in Medicaid and DSH
funding may change that picture.

These efforts have had varying degrees of success. Milwaukee seems to be the most effective in controlling the
need for ongoing subsidy. The Boston program effectively shifted the responsibility for subsidizing indigent
care from the city to the state. Tampa initially saw significant savings, but then required a county bailout.
Denver has been highly successful to date, but has concerns for the future.

Of note, the Urban Institute study found insufficient data to evaluate whether privatization made hospital 
operations more efficient.

Policy Questions

Based on a review of public hospitals generally and the Arizona situation specifically, we offer the following 
policy questions and choices to help frame a discussion on the future of public hospitals in Arizona:

■ Is there a unique role – a unique mission – for public hospitals in Arizona? What functions can they 
provide that others will not – or cannot? What are the drawbacks to a public system?

■ What is the role of government in providing some level of health care to all? Will the public agree to
pay the bill when it comes due?

■ Are public hospitals inherently better equipped to serve their target population, and hence worth the
investment of public funds, or are they hopelessly inefficient, doomed to lose money where a private
system would succeed?

■ Is it reasonable or realistic to expect that a public hospital can develop a solid and sustainable business 
proposal that does not incorporate public financing?

■ Do other area hospitals have the capacity – and willingness – to absorb the caseload and programs if 
a public hospital closes? (ability to take on more uninsured patients, willingness to provide high cost 
services such as burn care and correctional health care, capacity for residency programs and other 
training, continued access to emergency, outpatient and specialty care, etc.)

■ Who is responsible for charity care in a privatized health care delivery system? If taxpayer support is
granted to a public hospital on the basis of care for the medically needy and indigent, what assurances
can be given to other local providers that (a) they will no longer be required to provide such care in
their own facilities and (b) the subsidized public hospital will not compete with their facilities for
patients with health insurance or other means of support?

■ If a public hospital is closed, will there be continued pressure for public subsidies to prevent private 
hospital closure on the basis of community need?

■ If savings are realized from privatization, will they be dedicated to improving medical care? (In 
comparison sites, savings did not return to the health care system.)

Selected Sources
America’s Safety Net Hospitals and Health Systems, 2000. National Association of Public Hospitals and Health Systems
(www.naph.org).

Bovbjerg, Randall R., Jill A. Marsteller, Frank C. Ullman. Health Care for the Poor and Uninsured After a Public Hospital’s 
Closure or Conversion. Occasional Paper #39. September 2000. The Urban Institute, Washington, D.C.

Graduate Medical Education. St. Luke’s Health Initiatives, January 2003 (www.slhi.org).

Step by Step: Proposition 204 – Healthy Arizona II. St. Luke’s Health Initiatives, August 2001 (www.slhi.org). 

Squeezing the Rock: Maricopa County’s Health Safety Net. St. Luke’s Health Initiatives, Winter, 2002 (www.slhi.org).

Starr, Paul, The Social Transformation of American Medicine, New York, Basic Books, 1982.

St. Luke’s Health Initiatives 11



2375 East Camelback Road
Suite 200
Phoenix Arizona 85016

www.slhi.org
info@slhi.org

602.385.6500
602.385.6510 fax

NONPROFIT
U.S. Postage

P A I D
Phoenix, Arizona
Permit No. 4288

Our Mission

To improve the health of people and their communities in Arizona, with an emphasis on 

vulnerable populations and building the capacity of communities to help themselves.

For a complete list of Arizona Health Futures publications, conferences and other public
education activities visit the SLHI web site at www.slhi.org. If you would like to receive
extra copies of a publication or be added to our mailing list, please call 602.385.6500 or
email us at info@slhi.org.

St. Luke’s Health Initiatives is a public foundation formed through the sale of the St. Luke’s Health System
in 1995. Our resources are directed toward service, public education and advocacy that improve the
health of all Arizonans, especially those in need.

Analyst: 
Peggy Stemmler, 
M.D., M.B.A.

Editor:
Roger A. Hughes, 
Ph. D.

Graphic Design:

Chalk Design

© 2003
All Rights Reserved. 

Material may 
be reproduced 
without permission 
when proper 
acknowledgement 
is made. 

www.slhi.org



• Local emergency departments are overrun by the uninsured and 

people who are in Arizona illegally.

• People go to the ED because they don’t have anyplace else to go.

• Most ED overuse is caused by treating conditions that could be

treated more efficiently elsewhere.

Are these statements fact or fiction? What factors contribute to these perceptions? 
What are the implications for health care access, quality and cost, and how does ED 
use relate to the condition of the overall health safety net in Maricopa County?

As part of the Robert Wood Johnson Foundation’s (RWJF) national Urgent Matters initiative,
St. Luke’s Health Initiatives extended its recent efforts to look at problems that plague
trauma centers, emergency departments (EDs) and the primary care safety net in Maricopa
County.1 The underlying premise is that these components ought not to be viewed as separate
and distinct in their own right, but should be framed within the context of an integrated

system of care. In this light, problems that plague EDs illustrate how the components work
– or don’t work – together to provide a tapestry of health safety net services that often vary
widely across communities based on local capacity and system responsiveness.

This report summarizes the findings of two limited SLHI research studies that look at 
ED use in three central Phoenix-area hospitals: St. Joseph’s Hospital and Medical Center,
Maricopa Medical Center and John C. Lincoln Health Network – North Mountain Hospital.2

• The first study analyzes discharge data for all ED visits over an approximate 
12-month period. 

• The second study assesses ED utilization from the patient perspective through
on-site interviews of patients waiting to be seen in the ED during one week in
December 2003.

• The results illuminate the fact – and the fiction – of ED use, drawing on both 
hospital encounter data and patient interviews to both answer and raise questions
about how the system can best meet the needs of those who depend on safety
net providers – and of all people who need ED and primary care services.3

• The studies underscore the central point that ED use specifically – and the health
safety net generally – is driven by local demographic characteristics that often
vary widely across communities.

Fact and Fiction:
Emergency Department Use and 

the Health Safety Net in Maricopa County

THE ‘BIG BOX’

As a community resource, the ‘safety net’ refers to health care providers that, either by mandate

or by mission, organize and deliver a significant level of health care and related services to

the poor and uninsured. Not surprisingly, emergency departments figure prominently in that

definition. Some view EDs as the “ultimate” safety net because they are available to everyone

at all hours, every day of the year, regardless of ability to pay. In that respect, they might be

considered the ‘Big Box’ of health care: the place where consumers perceive they can get

everything under one roof, anytime they need it.
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OVER TIME: ED UTILIZATION (N = 149,851)

ED Use: Insurance Status
To determine use patterns at specified EDs, researchers queried the Maricopa Health Information Project (M-HIP), 
an integrated database of aggregated medical encounter data spanning multiple years and multiple providers.4 These
results were compared to general Arizona population data by insurance source.5

ED ENCOUNTERS BY INSURANCE STATUS ARIZONA POPULATION BY INSURANCE STATUS

Contrary to popular belief, ED use is not necessarily driven by indigent and uninsured patients who have no other place
to obtain care:

• On average, uninsured patients comprised 20% of ED use in these selected facilities, compared to 17% 
of the total Arizona population. As one might expect, the percentages vary by facility and location.

• In the hospitals studied, Medicaid (AHCCCS) patients accounted for 28% of all selected ED visits, compared
to 16% in the total population. Again, this varies by location.

• Medicare patients’ use of selected EDs is generally comparable to their percentage of overall population
insurance status. Persons with private insurance used these specific EDs slightly less (38%) than their 
general population status (46%).

• All told, patients with private insurance, Medicare or AHCCCS comprised 80% of ED encounters in the
selected facilities.

While we do not break out the differences in insurance status by individual EDs in this report, it bears repeating that the
demographics of the service areas of specific facilities impact to a significant degree the insurance status of users. This
underscores the larger point that any assessment of the larger health safety net starts at the local community level. 

ED Use: General Demographics

ED Use: Medical Acuity
Encounter data for all ED visits at three Phoenix-area hospitals that occurred over approximately twelve months provided
the baseline dataset for the analysis of use by medical acuity. Data were analyzed according to an algorithm developed by
researchers at New York University7 that classifies ED visits according to the following acuity categories:8
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NON-EMERGENT – PRIMARY CARE TREATABLE The patient’s initial complaint, presenting symptoms, vital signs, medical
history and age indicated that immediate medical care was not required within twelve hours.

EMERGENT – PRIMARY CARE TREATABLE Treatment was required within twelve hours, but care could have been provided
effectively and safely in a primary care setting. The complaint did not require continuous observation, and no procedures
were performed or resources used that are not available in a primary care setting.

EMERGENT – ED CARE NEEDED – PREVENTABLE/AVOIDABLE Emergency department care was required based on the
complaint or procedures performed/resources used, but the emergent nature of the condition was potentially preventable/
avoidable if timely and effective ambulatory care had been received during the episode of illness (e.g., the flare-ups of
asthma, diabetes, congestive heart failure, etc.).

EMERGENT – ED CARE NEEDED – NOT PREVENTABLE/AVOIDABLE Emergency department care was required, and
ambulatory care treatment could not have prevented the condition (e.g., trauma, appendicitis, myocardial infarction, etc.).

ED CLASSIFICATION PROCESS

Acuity Type and Charges 

For AHCCCS, privately insured and uninsured patients, the plurality of visits are for non-emergent/primary care treatable
conditions, and account for 43% of visits across all payor sources. According to the algorithm, these conditions do not
need attention within the next twelve hours and, therefore, do not need to be seen in an ED if primary care is otherwise
available to the patient. Emergent conditions that could have been avoided with timely access to primary care services
account for another 7% of all ED visits, leading to the conclusion that approximately 50% of ED visits might have been
addressed in a primary care setting.

Emergent conditions that were not preventable, along with injuries, accounted for approximately 33% of all ED visits.
However, they accounted for 54% of total ED charges. In contrast, non-emergent visits and visits that were emergent but
could have been prevented or avoided accounted for 50% of all encounters – but generated 23% of total ED charges. The
data are insufficient to support conclusions about the cost effectiveness of providing care for non-emergent and emergent/
preventable conditions, since it depends not only on revenues generated, but on resources used.

ED ENCOUNTERS BY ACUITY TYPE AND RELATED CHARGES
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Acuity Type and Payors 

It is also of some interest to look at the breakout of payor sources within each of the acuity classification categories.
Within the non-emergent and emergent, but primary care treatable classifications, privately insured patients are the
largest single group, followed closely by AHCCCS members. Utilization patterns of the privately insured and AHCCCS
enrollees are similar across algorithm classification categories. Privately insured patient volume exceeded AHCCCS
client volume by small but significant margins in all but one of the categories. Comparatively speaking, Medicare
patients are not high users of ED services. Use by the uninsured, while significant, falls well below privately insured and
AHCCCS use. The caveat – and it’s an important one – is that the payor mix at each facility reflects the demographics –
including insurance status – of the local community.

ED ENCOUNTERS BY ACUITY TYPE AND PAYORS

ED Use: Patient Flow
A separate analysis of M-HIP data revealed that EDs are
the busiest between 8:00 a.m. and 4:00 p.m. on weekdays
(especially Mondays) – a period when physician offices
and primary care clinics are open. A total of 44% of all ED
encounters were between 8:00 a.m. and 4:00 p.m., with
another 37% between 4:00 p.m. and midnight, and 19%
of visits between midnight and 8:00 a.m.

ED Use: Frequency
It is often assumed that uninsured persons who are 
frequent users of EDs present a strain on ED capacity.
The data, however, indicate that only a small percentage
of the uninsured had three or more visits in a twelve-month
period, and the frequency of ED use was comparable to
that of people with insurance. This finding is consistent
with other recent research studies, which conclude that
“Frequent ED users do not appear to use the ED as a 
substitute for their primary care but, in fact, are a less
healthy population who need and use more care overall.”9
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ED USE BY PATIENT FLOW 

ED Time Period Percent of Patient Visits

8 a.m. – 4 p.m. 44%

4 p.m. – 12 a.m. 37%

12 a.m. – 8 a.m. 19%

ED USE BY FREQUENCY AND PAYOR 

Insurance Status 1 ED Visit 2 ED Visits 3+ ED Visits

Private 78% 14% 8%

AHCCCS 75% 16% 9%

Medicare 72% 17% 11%

Uninsured 86% 11% 3%
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A SLICE IN TIME: ED PATIENT SURVEY RESULTS (N = 482)

ED utilization data provide information about who is using the ED for what types of conditions, and at what cost. But the
data don’t tell us why people often see the ED as their preferred source of care – even when they readily admit that the
situation is not an emergency.10 In order to better understand the relationship between ED use and the primary care system,
we asked patients why they sought care in the ED.

A sample of almost 500 patients waiting to be seen at the three selected hospital EDs were interviewed in both English
and Spanish over the course of one week in December 2003. The interview process pre-selected only those patients with
non-emergent conditions.

Patient Survey: Insurance Status11

INSURANCE STATUS REASONS GIVEN BY THE UNINSURED (26% OF TOTAL) 
FOR NOT HAVING INSURANCE

Patient Survey: General Demographics

RACE/ETHNICITY AGE GROUPGENDER HOUSEHOLD INCOME12

White African
American

Native
American

Hispanic 0-5 6-17 18-39 40-64 65+Female Male $10,000-
$30,000

Over
$30,000

Under
$10,000

Unknown

33%

12%

30%

18%

6%

42%

28%

49%

10%

22%

58%

66%

2%
5%

27%

EMPLOYMENT STATUS

Full-
time

Part-
time

Not
Employed

Unknown

LENGTH OF TIME PHOENIX AREAEDUCATION

No High 
School

High
School

Post High
School

Less Than 
One Year

1-5 
Years

5+ 
Years

50%

26% 24%

56%

11%
16% 17%

13%

21%

66%

                    Medicare                    AHCCCS                    Uninsured                    Private                    Other

54% 26%

5%

13%

2%

31%
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Costs Too High

31%
Health Is Good/

Don’t Feel They Need It

19%
No Reason Given

19%
Undocumented

FACT AND FICTION 5 SLH I APRIL 2004



Patient Survey: ED Use

USUAL SOURCE OF CARE AND TYPES OF USUAL SOURCES OF CARE

REASONS FOR SEEKING CARE IN THE ED

*Does not include those without a usual source of care.

Preliminary Observations
Insurance Coverage 

• EDs are primarily used by persons with some type of health insurance (80%). Those without health insurance
represent just 20% of the volume of the selected EDs – roughly comparable to the percentage of the uninsured in
the general population. While the percentage of uninsured persons varies across EDs, the common perception
that Arizona EDs are overrun with uninsured patients is not supported by this study.

• Even though the uninsured are not the primary users of EDs on an absolute basis, they utilize EDs more than
insured patients on a relative basis. For example, more uninsured patients report using the ED as their “usual
source of care” (15%) than insured patients (6%). The uninsured are less likely than the insured to utilize physician
offices and hospital clinics as a usual source of care. Fully 53% of the uninsured survey participants had not seen
a primary care provider in the past year, compared to 20-28% of insured survey participants. While the uninsured
had more one-time visits to the ED than insured users (by about 10%), they had fewer repeat visits.

Private 
Physician Office

Community Clinic
Health Center

Hospital
Clinic

Hospital ED Pharmacy Other

                    Insured                    Uninsured TYPES OF USUAL SOURCES OF CARE

56%

20%

15%

19%

14%

4%
6%

15%

1%

9%

2%

8%

94%
Usual Source

73%
Usual Source

25%
No Usual Source

6%
No Usual Source

2%
Don’t Know

DURATION OF MEDICAL PROBLEM

Few hours 21%

One day 23%

2-3 days 21%

4-7 days 19%    

Over one week 9%    

Over one month 7%
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Primary Medical Reasons

Fever/flu/cough, etc. 33%

Pain 19%

Injury 11%

Gastro-intestinal 8%

Other 28%

Primary Reason to go to this ED

Quality of care/“home” 39%

Distance/convenience 32%

Insurance accepted/
referred/no insurance 24%

Contacted Medical Personnel Prior to Coming to ED

Yes 35%

No 63%

Tried/unable 2%

Reasons for Not Going to Usual Source of Care*

Prefer ED/
no appointment required/
don’t have to wait 51%

Office/clinic closed 31%

Told to go to ED 14%

Insurance/financial reasons 4%



• The majority of patients interviewed in the selected EDs had coverage with AHCCCS. This may have more to do,
however, with the time of the year, which was at the height of the flu season and documented cases of death
and/or serious complications, than with established use patterns. Based on information from the M-HIP data
base over a one-year period, AHCCCS patients comprised about 28% of all ED use at the selected facilities.

• Almost one-third of those interviewed who indicated they were uninsured said they didn’t have health insurance because
they didn’t perceive a need for it. “Going bare” is a common phenomenon in any voluntary insurance environment.

• Among Hispanic/Latino patients that were interviewed, 31% were uninsured compared to 26% for the overall
survey population. While some of the uninsured are presumably undocumented immigrants, because it is difficult
to capture good information on undocumented persons, one is cautioned about reading too much into these
statistics. In fact, just 26 people reported lacking the necessary documents to apply for AHCCCS coverage.

Demographics 

• Compared to the demographics of all ED users at selected facilities over a longer period of time, the patient
survey population tended to be female, Hispanic, on AHCCCS or living in a family with a household income
under $30,000. The prevalence of kids age 0-5 is conceivably driven by time of year and the wide incidence
of flu and similar medical conditions. This might account, for example, for the large number of children
under five years of age seen in the ED patient interviews.

• Fully two-thirds of those interviewed had lived in the Phoenix area more than five years. This belies the notion
that ED use is driven by a transient population with no usual source of care.

• Low education levels, low incomes and other demographic characteristics of the patient survey group correlate
with what one would expect to find in safety net facilities generally. These descriptors underscore the point
that, even though a majority of persons using the ED had health insurance and reported a usual source of
care, EDs, by their very nature of “just in time” services for all comers, are a critical component of any
community’s health safety net.

Use Patterns 

• Contrary to popular belief, people aren’t driven to use the ED because they have no place else to go. The
great majority of ED users in this sample survey population reported having a usual source of care. They
use the ED because of convenience, perceptions of high quality, familiarity and other factors. Over 90%
indicated satisfaction with the care received at the ED, compared to a 76% satisfaction rate for care
received from their physician or clinic provider.

• Ability to pay is a factor in ED use. Many survey participants reported that they fully expected to pay for
care, but that they could arrange payments over time at the ED, while they were often expected to pay up
front for care at a physician’s office and couldn’t always afford to do so. Contrary to popular perception that
the uninsured and other low income groups are looking for a “free ride,” most ED users want to pay for
their care – they just need flexibility in the financial arrangements.

• ED cost effectiveness is related to the ability to pay issue. Numerous studies have supported the claim that ED
use for non-emergent reasons is not cost effective compared to seeing traditional primary care providers. On the
other hand, using the ED can represent a rational and cost effective decision on the part of the patient, where
‘cost effective’ is more a function of convenience, perceived quality and ability to pay.

• All roads lead to the ED. Almost two-thirds (63%) of the survey patients did not contact their usual source
of care prior to coming to the ED. Of those patients who spoke with their usual provider over the phone
prior to coming to the ED, almost 80% were referred to the ED. When one combines survey responses with
ED encounter data that indicate a majority of visits in the 8:00 a.m. – 4:00 p.m. time slot for conditions that
were classified as either non-emergent or emergent/primary care treatable, one can begin to appreciate not
only the rationale for seeking care at the ED, but also how deeply integrated – and accepted – EDs are as a
source of one-stop, comprehensive care.

• The high percentage of ED visits for non-emergent and avoidable conditions is less a reflection on EDs
themselves than it is on the highly fragmented and inefficient character of the entire health care system.
“Fixing” the ED won’t accomplish much without paying attention to misaligned incentives and endemic 
system problems of access, cost and quality.
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Conclusions and Recommendations
• To some extent, EDs are victims of their own success. People report that they prefer going to the ED because

of convenience, perceived quality, relatively few hassles in accessing care and flexibility in financial arrange-
ments. Compare this to a primary care health system that is fragmented, often inaccessible when needed, and
filled with administrative and financial hassles that preclude flexible scheduling and payment arrangements.

• It is not surprising that many people who are uninsured and/or representative of a low income demographic
profile tend to use EDs as a front line of care. What is more surprising is that so many people with health
insurance and a usual source of care often prefer to use the ED for front line care as well.

• What some characterize as the “inappropriate” use of EDs (treating non-emergent conditions that could more
efficiently be treated elsewhere, etc.) is driven to a certain extent by well-known problems in the primary
care/safety net setting, such as physician and other provider shortages, difficulties in getting appointments,
inflexible payment options and the like. Many health systems, health plans and provider organizations are
taking steps to address these problems and improve access to affordable care at the community level by:

1. Expanding primary care service capacity, including times of operation (evenings, weekends), convenient
locations, e-mail access, etc.

2. Expanding options for the uninsured to purchase insurance, particularly with an emphasis on basic primary
care and prevention services.

3. Providing more options for the direct purchase of care at competitive prices and allowing payment over
time both in primary care settings and EDs.

4. Expanding urgent care, walk-in and other options for basic health care within EDs themselves and in
existing and/or new community configurations (health clinics, school-based clinics, shopping areas, etc.).

5. Providing better education to patients about their health (chronic diseases, prevention techniques, etc.)
and its management in both primary care and ED settings.

6. Providing better education to people with insurance about their specific benefits, and how to optimally
use them in settings other than EDs.

7. Continuing to collect, refine and analyze data on primary care and ED utilization across providers and
time periods for purposes of documenting ways to improve conditions of access, quality and cost. 
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