Insuring a Price INCrease icips hie up medical costs

MOSt hospitals don’t Although historically This is partially because the actual cost of care can be difficult to

patients have paid fee for measure. Physicians are paid different amounts for the same

service, most hospitals in proceedure, take different amounts of time, use different types and
kn ow the true COSt Of the US have never measured quantities of resources, etc. Additionally, hospitals use a large host of

and managed the cost of distributed services which complicates the equation.

a hip replacement each service.

WITHIN PRIVATE INSURANCE
Hospitals and insurance set prices based on leverage and incentives
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Private insurance have
less incentive to cover
hospitals with small
patient populations
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Monopoly hospitals have higher
prices than other hospitals by 12%°

Insurance companies need to sign
with monopoly hospitals or miss out
on the population they serve. This
gives the hospital most of the
negotiation power.

Hospital financial
distress outpaces that of
the general economy,
and about 3/4ths of
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. With hospitals to choose from, big rural areas. 4
insurance have the negotiation power
Investor-owned, for-profit Insurers have to cater to ERs, which = g
hospitals mark up their prices will always cover local patients However, insurance companies dor!”f
more than non-profit hospitals T I Tt neY e frl]w_a)'s cut th;e I:?Ldesttha:§ Whet?\ it Is not
eir money, but the patient’s, on the line.
A 2015 study found that available. Thus, ERs have negotiation y g
63% of investor-owned, power to raise prices, since not signing Insurance companies have been |
for-profit hospitals had the deal could result in a much higher mandated to spend 80% of their revenue 4
extreme markups charge master price for the insurer.” on patient care. Because their profits ]Enany other
compared to should not exceed 20% of their revenue, hacto_r;(s ||r(;1pa|ct
19% of non-orofit hospitals — insurers are incentivized to scale (.)t“;p' a. tea S
° f P o P - SO% Zpatient care everything up to gain greater profits. ’ msurzg\éz =
8% of government hospitals — 3
80% = patient care m Q
THE IMPACT “There is no penalty for billing too
. — much for a service, but if the
It incentivizes Annual hospitals billing charges vs actual payments ' | qpital doesn't bill enough, it short

In billions changes itself.”2
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the inflation of
chargemaster
prices
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Inflating the costs in their master
list of charges can give hospitals
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negotiation power over insurers.
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This becomes a problem when
uninsured patients or those out of 1.76 | Received
network get billed for the full 1 1,
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Hospital charges vary significantly When hospital
charges are steep
® 57,044 e and uncertain,
Y RO 636100 mm patients are less
likely to get the care

they need.
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W A recent poll found that “americans fear
S—I 0736 mmD crippling medical bills more than illness,’
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and regularly skip care and prescriptions. °

The cost of treating COPD at
map by Stamen Design, openstreetvap - S@lect hospitals in the NY area ®
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