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Health Care Spending Spending Indicators

* 1970’s * Gross National Product (GNP)

Amount of Spending Measuring Health Care Prices

» Sources of funding « Uses of funds + Consumer Price Index (CP)
— 40% employers — 39% hospital ) .

CPI Limitations Measuring Expenditures

» Measures changes in price, not expenditure * Centers for Medicare and Medicaid




Trends in Health Expenditures

» Compare medical inflation to inflation in

Reasons to Contain Costs

* Opportunity costs

Third Party Payer

» Consumer does not pay for most of the

Spending Trend Causation

¢ 43% General Inflation

Reasons for Escalating Costs

* Third party payment
» Imperfect market

Imperfect Market

» Utilization driven by need




Growth of Technology Increasing Elderly Population

* Most common factor driving health care * Increasing life expectancy

Medical Model of Health Care Multi-payer System

* Medical interventions after individuals * Administrative costs (24-25%)

Defensive Medicine Waste and Abuse

* Litigious society * Fraud




Practice Variations Operational Cash Flow

» Differences in utilization rates ¢ Purchaser

Problems & Barriers End/Means Discrepancy

¢ Problem Exacerbation

In Conclusion . . .




