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Climate and Conditions for Hospital Operations
Hugh Tilson, Sr. Vice President

North Caroling Hospits! Assodation
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Why U.S. Health Care Costs Rise

The aging of Amerlca is driving up utilization — older people use more
health care services

Costly medical technologies and drug therapies more available;
Americans use a lot of them — in addition to prior existing therapies

Societal expectations: Americans demand high quality health care
services — without restrictions and with minimal costs to the patient

The U.S. system incentivizes providers to do more

Multiple third party payers result in higher administrative costs,
including for providers

Health Care Economics Are Different

Most U.S, Industries Health Care

Consumer directly pays for the product Govarnment/Insurers pay the majorlty of the bill
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Unique Expectations of Hospitals

Business Mission

Operate as a charity
Operate as a business
Provide needed

services irrespective
of ability to pay and
profitabllity

Provide profitable
services to paying
patients

Provide charity care
and uncompensated

Be fiscally responsible Care

Be efficient Be available to
provide needed

services 24/7
Provide services with

positlve margin EMTALA

10/6/2011

NCHA Hospitals

NCHA Hospitals

Fewer Insured Patients

Average Hospital Volume by Payor, 2004-2010

B Cammertlal Payars as a percent of
Gross Revenue (Charges}

T Madicald 2% @ parcent of Gravs
Reveni |Chaiges)

W Medicare 34 2 percent of Grow
Revenue {Charges)

B Uninsured as a percent of Gross
Revenue (Charges)

Prepared by Sarah Broame, PhD,
Direetor of Econamic Research, NCHA,
June 3, 2011 Response rate: 87%;
misting respanses imputed using beds
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Gov't, Uninsured Cost Hospitals $2.5B8
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“Type” Doesn’t Determine Service

Five Public and five Non-Public hospltals have the highest percentages of Medlcald and
Uninsured costs In relatian to total costs. This [s consistent for ail NC hospitals - the “type’ of
hospital does not dictate the patlents North Carolina hospltals serve

Top 10 In NC - Percent of Medlcaid end Uninsured Costs ta Tolal Cosls
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*s detined within the MAI Plan, inchudes wnreimbursed services 1o uninsured pationts and
services nal covered bul provided Lo Inrured patients

Most Services Cost Hospitals

Expenses Exceed Revenues Revenues Exceed Expenses

Omtulugy

Orthopedics

Cardurlogy

Outpatlent Surgery

[ Eimésgeney
[ Feditrics

[7 community Health/Medicine




Measurement & Transparency
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Care Improving

Aggregate Optimal Care Trends for N.C. Hospitals
1000 6-Month TimeFromes
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Sourco: Data on NC acule cara bapitals received fhom the Carolinas Center for Mekcal Escellence. Optimal Care meatures
derlyed from the CMS/MHQA Hospital (npatient Process Maasures Preumonta optimal score does not indude influenia
vacelatian during G2 an Q3 {non-Tu season). Surgical Care Optimal Cara scors Includes elght SCIP measures (INFL, INF2
INF3, INF4, INFS, Carda, VTEL aod VIEL
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Summary

* Government paying for more hospital patients—
privately insured declining but even more important
* Affordable Care Act and reimbursement cuts
— Changes throughout health care
— Focus on quallty and efficlency
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— Increased competition for cortaln services In cortain
communities
* Hospitals support CON to facilitate dual roles: act like a
business while also providing access to needed care in
an imperfect market
- Cross-subsidization by payer
= Cross-subsidization by service
- Suppaort safety net role
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