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~ ~The cuts come after a year of.
. declining revenues that Friel attri-
. butes to belt-tightening by the vari-
-ous entities doing business with
- the hospital, ranging from state
- and federal agencies to local health.
‘maintenance organizations and
‘Private insurance companies, Like
.other hospitals around the coun-
try, Watsonville’s bottom line has
‘been hard-hit by the increasing
‘move toward managed care. And
‘Watsonville, which serves the
county’s poorest population, has
béen especially vulnerable,
‘Hospitals traditionally have re-
- liéd on their profits from private-
‘pay patients to cover the expense
& caring for those who can’t pay
heir bills. But the buffer of extra
venues has shrunk dramatically
as insurance companies, govern-
‘ment agencies*and HMOs pressure
hospitals to shorten stays and rely
more heavily on outpatient proce-

- “The hospital will not turn away
_indigent patients in its drive to cut
costs, Friel assured. “We don’t do a
- wallet biopsy or an economic inter-
view of the patients,” he said. “Our
-mission is to take care of the peo-
ple who come to us for care, and

“we will continue to do so.”
_ The average stay at Watsonville

I nity Hospital has dropped
from 4.9 days in 1992 to 3.9 days
this year. That’s a more significant
cost than it may seem, because the
first day or two involves a much

ter expenditure of time and re-
sources on the part of the hospital
than subsequent days.

'I?e hospital board and adminis-
tration began to see the writi g on
the wall Iast fall, when' rovaras
took a nosedive. Budgeters did a
mid-course correction to the tune’

“The hospital

board and
administration
began to see the
writing on the
wall last fall.

of $1 million, cutting about a dozen
Jpositions. They hoped for the best
in the first quarter of 1997, but the
situation continued to decline.

“We said in November, if we
didn’t make enough of an adjust-
ment, we’d have to re-evaluate
this,” Friel said. “It was pretty
clear when we closed the books in
March, it hadn’t been enough. The
managers said, ‘I don’t know
where I can come up with another
nickel.’ ” :

The hospital was forced to dip
into the reserves it is required to

' maintain by the state government

agency that underwrites its loans,
an.((ii it can no longer do so, Friel
said.

The hospital had to increase its
mortgage under the state Cal M
gage program in 1992 by $20 mil.
lion when the state backed -out on
its share of emergency reli% The
state requires a minimum 4 m
lion reserve to back the loan. The
hospital is down to $4.5 million in
reserves, Friel said, R

Increasing the pressure is
Watsonville’s new hospital con-
struction. Friel said he does not ex-
pect the cuts to affect the hog ital’s
scheduled opening date OP‘ next
Jan. 1. The new hospital will have
only 100 beds, however, and a com. .
plete ou:g:tient pavilion, com-
pared to current 130 beds — a

-

reflection of the greater emphasis

- Watsonville has also experienced

“a dip in occupancy rates over the

past five years, sometimes ¢ ,
ping to 40 full beds in its 130-bed
facility. Over the past year, its oc-
cupancy averaged 58.7 beds, com-
pared to an average of 73.6 in 1992,
The hospital has 823 employees,
some of whom are part time. By
comparison, Dominican Hospital in
Santa Cruz has a budget of $110
million, 270 beds and 1,300 employ-
ees. Its average daily census last
month was 170 beds, : :
Hospital staff have questioned
the need to spend money on con-
sultants during the belt-tightening.
Friel would not say how much the
consultants are charging, calling
that “proprietary information,” He
defended the expenditure, howev-
er, saying that the consultants
pxgng a necessary expertise to-the
job. e
“Anytime you hire a consultant,
people complain that you’re taking
money out of the organizatiog,?"gg
said. “I consider it very appropri-
ate;; it’s what we need ‘to %elpﬁs
get the job done.” :




