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Medical Cost Reference Guide (Blue Cross/Blue Shield Website)

US only country with > 13% GDP for healthcare (we are currently at 16.5%)

· 5 countries with GDP of 10% - 13%

Components of GDP (in order of largest)

· Healthcare

· Housing

· Food

· National Defense

· Motor Vehicles

· Gasoline

Healthcare Dollar

· Comes From

· Public programs (46%)

· Private (35%)

· Individual (13%) – mainly Rxs

· Goes To

· Hospital Care (30%)

· Doctors (21%)

· Rx Drugs (10%) – fastest growing

· Program admin (7%) – ie. Marketing

· Nursing homes (6%)

Cost shifting: get enough money from private insurances to offset lack of reimbursement from public/self pay patients (need to earn enough to survive)

Private Insurance Dollar

· Hospitals (31%)

· Doctors (29%)

· Rxs (14%)

Cost of Public Health Issues

· Smoking (25% of US greater than 14 yrs old)

· Obesity

· Slightly overweight constant since 1960s (32%)

· Healthy down from 51% to 34%

· Obese up from 13% to 31% !!!

Hospitals

· Indigent Trust Funds: help cover uninsured patients so hospital gets something (but doctors still get nothing)

· Doctors will not work at these hospitals (ie. DeKalb’s trauma unit)

· Grady still in trauma because

· Doctors on salary instead of “on call”

· Trust fund helps

· Average LOS

· Constant from 2000 (5.8 days) to 2006 (5.4 days)

· BUT cost/day dramatically up by 40%

· Technology costs (ie. Drug coated stents and titanium knees)

· Where are surgeries performed

· Inpatient was 93% in 1981 down to 45% in 2005

· Outpatient (home within 24 hours) up from 4% in  1981 to 38% in 2005

· Doctor’s office up from 3% in 1981 to 17% in 2005 (ie. Vasectomies)

· Surgeries are profitable – hospitals losing out on this
· Hospitals now getting mostly the extremely severe cases (trauma) but not the “healthy” surgeries – causes Organizational Change

Doctors

· Doctors costs not rising as quickly as hospitals

· Specialty doctors have more privately insured patients – make more money

· Primary Care Doctors

· Down from 64% of MDs to 52%

· Used to be “gatekeepers” of care

· Now care too complex for them to manage 

· Doctors incomes declined from 2000 to 2006

· Revenue/pt not increasing as fast as expenses/pt

· NOT because of malpractice issues

· Some state now have malpractice “caps” on lawsuits

· Shortage of Physician Assistants (Pas)

Out of Pocket Costs

· Higher deductibles & coinsurance b/c employers can’t cover rising hosp costs

· HSA: amt from employee and employer into savings account

· Still insured but high deductible

· Not very popular – only with young and healthy

Financial Management of Hospitals

· 2 aspects: accounting and finance

· Accounting

· Balance Sheet

· Assets, Liabilities, Net Worth

· ONE point in time

· Assets

· Current: How quickly accounts turned to cash

· Accts receivable, land, labor

· Liabilities: have to pay back

· Loans, bonds, taxes

· Assets – Liabilities = 

· Net worth (for private) 

· Retained Earnings (non-profits)

· ASSETS = LIABILITIES + NET WORTH

· Income Statement

· Expenses and revenues over a period of time

· 3, 6, 9, or 12 months

· Used to determine what you owe in taxes

· Competitive markets

· Many buyers and sellers

· Homogeneous product

· No barriers to entry or exit

· Perfect consumer info

· Ownership assigned

· Can healthcare get close to perfect competition? – NOT RIGHT NOW!

· Don’t have homogenous product

· Variety of outcomes

· Variety of specialties

· Barriers to movement

· Patients can’t always choose

· Insurance determines which doctors allowed

· Emergency determined by ambulance

· Where you are able to pay determines

· Little information

· Price

· Hospitals only know a range

· Based on your insurance

· Transparency

· Emergency situations based on location

· Non-emer situations based on PC doctor recommendation

· NO public quality measures – assume higher cost = higher quality
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