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Long Island’s hospital indus-
try and state legislative delega-
tion continue to digest the pro-
posals set forth in Governor
Spitzer’s 2008 – 2009 budget,
though these efforts are ham-
pered by a lack of information
from the Department of
Health. 

Hospital administrators say
the complexity of the reforms
proposed in this budget would
result in a major re-distribu-
tion of funds for Medicaid
inpatient services, charity
care, and Graduate Medical
Education. To date, the
Department of Health has
refused to make public the
data necessary for hospital
associations to determine the
impact of the budget propos-
als on individual facilities, but
hospital leaders believe that
some facilities would fare bet-
ter and some worse.

The policy changes related
to re-distribution of funds
would allow the state to invest
in other areas of care, namely
outpatient services and ambu-
latory surgery, with increases
in rates going to these areas.
Yet, it is still unclear exactly
how much money would be
saved or re-directed, given
rate reimbursement formula
changes, say hospital leaders.

“This budget is highly poli-
cy-oriented and proposes a
variety of very technical, mul-
ti-level, and multi-year
changes that are extremely dif-
ficult to assess at this junc-
ture,” said Kevin Dahill, presi-
dent and CEO of the Nassau-
Suffolk Hospital Council
(NSHC), the association that represents Long Island’s 24 not-for-profit and public hospitals. “The Governor wants
to completely revamp the reimbursement structure for ambulatory services, requiring hospitals to adopt new
software technology in time for a July implementation. I have concerns about that timetable and making
such a massive change within a budget process.”

Hospital administrators agree, however, that some of the Governor’s initiatives outlined in his
budget are positive. These include:
• Making investments in primary and preventive care
• Expanding Child Health Plus
• Modernizing segments of the Medicaid reimbursement rate structure
• Targeting health maintenance organization and pharmaceutical company 

profits
• Providing funds to address physician shortages in many areas of 

the state
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New York’s not-for-profit hospitals posted a -0.4% average operating margin
for 2006- well below the 4% operating margin recommended by economists
for not-for-profit organizations. Hospital industry leaders contend that
state budget proposals and reforms must consider this fragile situation.

State Budget Impact Remains Unclear for Hospitals

New York State’s 2006 Operating Margin
is Second Worst in the Nation

Data Source: American Hospital Association - “Hospital Statistics 2008”
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