Contents

1 Healthcare and Business...............cccoooeviiiiniiniiiiniiiniicie e 1
The US Healthcare Delivery SyStem .........coocveecvierieerieenienieenie e 2
Access and FINANCING ......cc.eevuiiiiienieciiecieeieece e 2
US Healthcare System CharacteriStiCs........evuverviereerieerienieeieesieerieenenes 3

NO GOVerning BUreau ...........oceevieeiiieiiieiiieiieeieesee e 3
Unbalanced Access Of Care ......ooveeveerieeniieniieiieeie et 4
UNfree MAarket.....c..eeiiiiiieie et s 4
PAYETS .ttt et 5
Le@al RISKS...uiiiiiiiiieiiieiieet ettt ettt st 5
Technology and QUAlity .........c.eevieriiieiiieiienie e 6
Significance of Healthcare Business Management............cccccueeviverneennen. 6
Further Reading ......cccueevuiiiiiiiiiiieieee et 7

2 Leadership and GOVErnance.............ccccooceeveeriiieniienieeneenieeiee e 9

Leadership Versus Management ..........c.cecveerverieenieenieeneesiieenieesieeniee e 9
Leadership .....cooeieiieiecieee e 10
Physician Leadership .......ccccoevieriiiiieiiieieniecieee e 11
Physician Leadership SKillS ........cccocveviierieniiiinienieciienreeiee e 11
Non-physician Leadership SKillS .........cceeevieriiiiniiniiiinieniieiceieeieeee, 11

Leadership: Functions, Traits, Skills, and ACtions ...........cccceeveevieeneeennen. 12
FUNCHOMNS ...ttt 12
TTAIES 1.ttt ettt ettt ettt ettt et et e bt eeab e et e et e e bt e snbeeseenanes 12
SKIILS ettt e 13

D0’S AN DON’ES 1.ttt ettt s 13

Leadership SEYIES ....ccuieuiiiiieiieie et 14
GOVEITIANICE ...vveeieeenieesiteeiee st eteeeieeesbeesabeenbeesabeeseesaseenseesaneenbeesnseenseens 14

Establishment of Mission, Vision, and Goals ........ccccccvvvevivivieeieeenieennnnnn. 15
VISTOM .ttt ettt ettt ettt et e sttt e st e et e st e e bt e sebeenbeennees 16
THELES ettt 19

Further Reading ......cccueeiuiiiiiiiiiiiieiieecteseee et 20

vii



viii

3

Contents
Revenue Cycle ..........oooviviiiiiiiiiiieeieeetee e 21
ReVENUE CYCIe SEPS...ccuiiiiiiiiiiiieie ettt ettt s 22
SChEAUIINEG. ettt 22
Registration/AuthOriZation...........cevveeiierieeiiienie et 23
CHNICAL SETVICES ..vvevvieniieeiiieiieeieesite et site et et ebee st e ebeesaeenbeesnbeeaeeneees 24
Charge CaAPIULE ......ooueeuiiiieiieieeie ettt ettt 24
Claims ProCESSING ..c..eeuviruieiieiiiiieiiirieetenieeesteese et e 25
Denial Management .........ccoueeieruieiineeieneeienteesie ettt e 25
Payment ProCeSSING ......cocuevuirieriiiiniiiiniecicrtecse et 25
Bad Debt and COIECIONS ....cveervieriieiiieiieeieeeiie ettt 26
Revenue Cycle Options and MONItOIINg.......coeevverierierienieniinieeieneeeee 26
KeY INAICALOTS ..eenevieniieiiiieiieeiit ettt sttt et sae e 26
Internal Safeguards and Controls...........cocceeerieiiniiiiniininicececee e 28
Internal Cash CONIOLS .....cueevuiiiiieiieeiieceeieee e 28
Funds Entering the BUSiness.........cccceevvieiieniiinienieeiieeieeee e 28
Warning Signs of Unauthorized Use of Funds.........cc.ccocceoeniiiincnes 29
Tips to Internal CoNtrol........cocveerieeiiieiiieiienie e 30
Petty Cash c..ueeeiieiieie e e 31
Bank ACCOUNES ....c.veeiiiiiiiiiie ettt ettt 31
Control of EXpense Payments..........ccccverieevieeniieniienieeiieseeeiee e 32
SUMIMATY 1.ttt ettt e et e et e esaeebeesebeebeesasesbeesnseenseens 32
Further Reading .........cocceviiiiniiiiniiiiieiccceeceeeeeeee e 33
Financial Definitions and Variances................cccccooeevviieniinnienieeneenen. 35
DEfINItIONS ..ttt e 35
VATTAIICES ..ttt e 37
Cash Basis Versus Accrual AcCOUNting........ccceceeeveeveneeienienieneennenne 37
Date of Posting Versus Date of Service ........c.ceevevveveriiniinicncnnicncenene. 38
Expenses: Fixed Versus Variable Cost and Direct Versus
INAITECT COSES vttt 39
Further Reading .........cocveviriiniiiiniiiiinicctcececeeeee e 39
Income Statement................ccovvieiiriieiierieie e s 41
REVEIUE ...ttt e 43
Operating Revenue or Medical Services Revenue.........c.cccccceceeneennnne. 43
Nonoperating Gains and LOSSES........cevvierieriienierieeiesieeiee e 44
EXPEINISES 1.veenvieeiiieiieeie ettt ettt st 45
Importance of Income Statements ...........ccoeceeriierieniieenienieeee e 47
Further Reading .........cocveviiiiniiiiniiiiiieicecceccceeeee e 48
Balance Sheet..............coooiiiiiiiiiic e 49
AASSEES ottt ettt ettt 49
ATTOWANCES ...ttt ettt 50
FAXEA ASSCES ettt e 51
LAADIIEIES ©euveveetenieieeeee ettt e 53

Current LIabilIties .....coeeuvveieiieeiiiiee e e 53



Contents ix

Long-Term Liabilities ......ccveruiriiriiieriieierieeiesieeeseee e e 54
Net Assets or Shareholders EQUILY ........cccceviioinieiienieiiieecee e 54
Further Reading .........cocvoiiiiiiiiiii e e 57
7 Statement of Cash FIOWS ...........ccccocoiviiiiiiiiiiiiiecceee e 59
About This Statement ............ccooieiiiiiiiie e 59
Typical Cash FIow Statement............ccoceeverieiineeiienieieeieieeeee e 60
Statement of Cash FIOWS ACHVIHES .......ccceeieiiieeiiiieiiieeeiee e 61
OPerating ACHIVIICS .....eecveeueereieierieeiesteeie sttt ettt se et see e 61
INVEStING ACHVITIES w.uveitieiieiieiieieetiete e 61
FInancing ACHVITIES ...c..eeruerieriieieetieie ettt 61
Increases and Decreases in Cash FIOW .........cccccoooviiiiiiiiiiiiiceeeece. 61
Direct Versus Indirect Statements of Cash Flow .............cccocooeiiiiiiinn. 63
Direct Statement of Cash FIOW ..........ccccooiiiiiiiiiiiiicceeee e 63
Indirect Statement of Cash FIOW............cccooiieiiiiiiiiiiiccee e 63
Cash Flows from Investing ACHVItIeS ........ccereererierieeieieeieieeeeeeceee e 64
Cash Flows from Financing ACtiVIties.........cccoveruerierierienieeienieeieseceee e 64
Further Reading .........cocvoiiiiiiiiiii e e 67
8 Financial Ratios..............cccoooeiiiiiiiiiicccece e 69
Profitability RAtios .....cc.ccveviiiiiiiiiiincnicicieccreteeee et 69
Total Margin or Profit Margin............ccecevireniioeneneneeiecceeeeene 70
Operating Margin.........coouieierieieriee st 70
Return on Assets (ROA) ....ooii oot 70
Return on Equity (ROE) ...ccooiiiiiiiiiiie e 71
Return on FUndS.........c.ooooiiiiiieeee e 71
Liquidity RAtIOS ..ceeeiiieieiiiiieie et e 71
CUrrent RAtiO........oooiiuiiieeiie e 71
Days in Accounts Receivable, Average Collection Period,
and Days Sales Outstanding...........ccccoooeeverieriinienieieneeesecee e 72
Days Cash on Hand...........coooiiiiiiiiiiie e 72
QUICK RAIO .. 73
Return on AsSets Ratio..........cocuiiieiuiiieiiic e 73
DEDE RAtIOS. ....eiiiiieeiieeeee e 73
DEDt RAtIO ..o 73
Debt to EQuity Ratio ......ccueeieiiiiiiiieiieieceec e 74
Equity Financing Ratio .........ccoeoiiiiiiiieiiieceeeeceeeeeeee 74
WOrking Capital ......cc.eeeeiueeieiiieieeiiee e 74
Asset Management Ratios..........cueviiiiiiiiiniiienieeeceecee e 75
Fixed Asset Turnover Cash Ratio or Fixed Asset
Utilization Ratio........cc.veiiiiiiiiiie e 75
Other RALIOS ..o e e 75
Net Price per DiSCharge ...........coceeuieiiiiieniiieneeeseeeseee e 75
Outpatient Revenue Percentage ...........ccooceveererieniieieniieienceieseee e 75

Occupancy Percentage ........c..coveeeieeiiiirieiieciieeieenicesieeee e 76



10

11

Contents

Average Length of Stay (ALOS) .c.eooiiiiiiiiiiniiieneccnecececeeeeee 76
COSt Per DISCRATZE ....ceouvieiieiiieiieeie ettt 76
Benchmarking ........coveverieiiiiiiiiiiccnec e 77
Further Reading .........coceeviiiiniiiiniiiinicccceececeeeee e 78
Budgeting and Variance Analysis .............cccocvevvieniiiiniieniiciienieeeee, 79
BUAZEUNGZ ..ttt e 79
The Budget Process........coevieiiriiiiiiinieiiiieniccececcseceseeeeeeeae 80
Preparing @ Bud@et........cocceouieiiiiiiiniiinieiccecceeeee e 80
EXPEINSES 1ottt ettt st 81
Variance ANALYSIS....cc.eerueerieerieiiienieeieesteeieesteeieeseeebeesreebeesebeenaeesnnes 83
Further Reading .........cocveviiiiniiiiniiiiiiiiccceececeeceee e 85
Strategic Planning and Business Planning ...................cccccooovevininne. 87
Strate@ic PIanning ........coccoeiiiniiiiiiniciiececcecce e 87
Perform a SWOT ANalySiS....ccueeeveerieiiieniieiiieniieeie e 87
Determine Market Position and Competitive Advantage ..................... 90
Establish Strategic Objectives or GOalS ........ccoccevvereerienieiinieiienienienns 91
Form a Strategic Business Plan...........ccccoccooveniiiiniinnnnniiicnicens 91
Gain Management SUPPOTT ......ccueeeieeriierieeriienieeriee st enieeseeeieesaeeeeens 91
Implement, Monitor, and Adjust as Needed ........ccccoevvvevieenienieeneennen. 91
BUsiness Plan ......c..coveiiiiiiiiiiiiiiiccc e 92
EXECUtive SUMMATY ....oovviiriiiiiieniieeiie ettt sttt e 92
Company Information ...........c.eevveeiieeriieniieenienie et 92
Description of New BUSINess ........cccveviierieniieniienieeieeeieeiee e 93
Marketing PlIan........coccocveiiiiiiiiiiiiiicceceeeeece e 93
Financial Documents and AnalysiS........ccccevveenienieenienieeniesieesieeeene 93
RALIOS .ot 96
Break-Even ANalYSIs ......occierieiiienieeiiesieeieeste ettt s 97
FOIMUIAS ..ot 99
Profit Break-Even Predictions............cocccveeviiiincniinicnicieiciceececee e 99
MRI Real-Life Example: Breakeven .........cccccoecvvvvieniiinieniieenienieeeeee, 100
Further Reading .........cocceviiiiniiiiniiiiiiicceeeceeeee e 102
Healthcare InSurance................ccccoceeviniiniiiincniiiinicieceeeeeeee e 103
What Is Health InSUrance?...........coccoceeveviininiiininicnieicncececeeeeeee e 103
History of Health INSUTanCe ..........ocveeeiiirieeiiieiieeiieie e 104
Key Health Insurance Terms and Definitions .........ccccceeveervveerieenieenieennn. 105
Types of Healthcare Insurance COVErage..........cooeecvevieevenieeieneenieneennenne. 106
Private INSUTANCE ....c.eeviriieiiiiiiiiiecccrccree e e 106
PUbBLIC INSUIANCE.....couiiiiiiiiiieieiccecct e 107
Mandatory BenefitS........cceccvieriieriiiiiieiiieieeieeeee e 109
Optional Benefits (Dependent on Each State’s Discretion) .................. 110
US Public Health Service......c..ceceviiiinieniniiniiieneecnecienecieeeeiee 113

Further Reading .........cocveviiiiniiiiniiiiiciceeceeceeeee e 115



Contents Xi

12

13

14

ManAa@ed CAaTe ..........cocveiiieiiiiiieie ettt ettt st 117
Managed Care Defined ..........coovuieriiiiiiiiiieiierie e 117
History of Managed Care............coceveevienieniinienenieieneeieeecieeeeseeee e 118
Types of Managed Care Plans...........ccoceevienieriiiinieeiecie e 119
Why Did the HMO Methodology Fail?..........ccccevviiiiiiniieniiiieeieeen. 121
Medicare and Medicaid Managed Care ..........ccoceevevierienienicnenneencennene. 123
Medicare Managed Care ..........cocueeeeieeeeniineenenieneeieneeieseereseeieas 123
Medicaid Managed Care ..........cocueeeeierienineeneiieneeicneeieseereseeeeae 124
Further Reading .........cocveviriiniiiiniiiiicicececceeeeeee e 124
Payment Methods..............ccccoooiimiiiiiiiiiice e 125
Key DEfiNItioNS .....eeevieiiieeiieiie ittt et 125
Retrospective REIMbUISEment ...........cc.eevveeviieniieniienieeieseeeiee e 126
Prospective Reimbursement..........ooveecueerieeiieenieeiienie e 127
Physician Reimbursement............cocveeiieriieiiieniieiienie e 128
Hospital-Based Payment SYStemS.........cocveevuieniieniienieeiienieeiee e 129
Inpatient REIMDbUISEMENt ..........cccueviiieiiieriieiiieiiee e 129
Outpatient Services at HOSPital........cocvevvvieiieiiienieniieieeieceeeeeeen 130
Outpatient Facility Payment SyStems ........cccceevveevieriiienienieenieenieeieens 130
Other Facilities Reimbursement.........c..ccoeveeveriininieninicnieicncee 131
Other Terms and Definitions ...........coccecereeniniincniiiincecceececee e 131
Further Reading .........cocceviiiiniiiiniiiiniiicicceececeeeee e 132
Corporation and Hospital Structures ...............cccococnininininincnenn. 133
COTPOTATIONS ...ttt eite et eite et et e et et eebe et e ebeestteenbeessseenbeesaseeseennnes 133
S0le ProprietOrShip........ceeieeiieniieiieeie et e 134
Corporation o1 C COrPOTatioN.......ccveecveerieeiieenieeriieneeeieesreereesveesieesenes 134
S COTPOTALION ..t eiieeeite ettt ettt et e et e et esaeeb e sateebeesaseenbeesaseenneens 135
PartnerShip c..oooveeeieeieeec e e 136
Limited Liability Company (LLC) ....cccveeiiiiiieiiienieeiceie e 137
HOSPILAL TYPES...eeeteeitieiiiieieeeite ettt ettt ettt ettt e s saees 138
Public HOSPILalS ....veeeiieiiiiii ittt 140
Not-for-Profit HOSPItals .......cecveeriiiiiiiiieiieeieceecie e 140
FOr-Profit HOSPItalS......cc.eeviiiiienieeiiecieeiieee ettt 141
Hospital Designations and TYPeS.......cccccveevierieneniinienienieeiceeeeeiceee e 142
Community HOSPItalS ...ocoueeviiiiieniieiiecieeee sttt 142
General HOSPItalS.......ovvieiieriiiiieeieeieeeeee e 142
Specialty HOSPItalS.....coovievieriiiniienieeiieeieeee sttt 142
Psychiatric HOSPItalS.......coovieriierieiiieiiieiiecie e 142
Rehabilitation HOSPItals........cceeviieiiieniieiienieeiieccieeeeee e 143
Children’s HOSPItalS.......coovervieriieeieeiieeieeee sttt 143
Osteopathic HOSPItalS ....ccoueeriieriieniieiieeieeiee st 143
Teaching HOSPItalS......eevuiiriiiiienieeiiecieeteee et 143
Academic Medical Centers ..........coeeuereeniireeneriieneeieneeieseereseeieae 143
Outpatient and Freestanding Facilities..........c.cccoevvevinicniniicncnnicncece. 144

Further Reading .........cocveviiiiniiiiniiiiiciceeceeceeeee e 146



Xii

15

16

17

Contents
Physician Employment and Compensation.................ccoccceeceevieennnnen. 149
Independent Contractor Versus Employee........ccocceevvvieiieniienienieeneenen. 149
EMPIOYEES ....viiiiieiiieiit ettt ettt ettt 150
Independent CONIACLOT....c...evveerieeiienieeiieete ettt iee e 150
Compensation MOAEIS ........cooueiiiierieiiierieeieecee e 151
Independent Contractor or Private Practice ........c.ccoevvevieenieniieninenne. 151
Hospital or Healthcare System Employment...........cccceevevverienieeninenee. 152
Productivity COMPENSAtION.......ccueerureeiierieeiieriieeieeeeeeiee e eree e enaee e 153
Other COMPENSALIONS ....vveereerieriieriieeieerteeteesteesieeseeenseesseeseesnseenseennns 154
Types of Physician and EmMployment. .........c.cceecveerieenieenieniieeneenieeieeee. 154
Pros and Cons of Private Practice and Employment.............c.ccouee.... 154
Pros and Cons of a Private Physician Practice.........ccccovvveevienieeieenee. 154
Pros and Cons of Hospital Employment............ccoecueevieniienienieenieenne. 155
Hospital Employment Contracts: Features and Tips.......cccoceevvevieenieennen. 155
Further Reading .........cocceviriiniiiiniiiiiniccccceeeeeeee e 159
Medical Business Law and Regulations.................ccccccoovivvinniinnnnnnen. 161
False Claims ACt (FCA)....uiiiiiiieeeeeeeee et 161
Anti-Kickback Statute (AKS) ...oveeiiiiieiiieeeeeeeeeeeee e 162
ANTLTUST ACES 1ttt 163
Physician Self-Referral Law or Stark Law .........cccccovviiiiieniiinnienieeieeen. 164
Criminal Health Care Fraud Statute...........ccccevvienieniiiinieniecie e, 165
Special Fraud ALSTTS.......ccveeivieiiieiienie ettt 165
Emergency Medical Treatment and Active
Labor ACt (EMTALA) ..oooeieeeeeeeee e 166
EXCIUSIVE STATULE ....coutiiieiiiiieiciiteceece e e 166
Government Enforcement Programs...........ccccovvvevvienieinienieeneenieeneeee. 167
Health Care Fraud and Abuse Control Account
(Section 1817 of the Social Security Act/42 U.S.C. 13951(k))....ccccveeuee. 169
Beneficiary Incentive Program...........ccccoceeviniiiiniiniinicniniieececeee 169
National Practitioner Data Bank (NPDB)......ccccoooviiiiiiiiiiiieeieeeeeeee. 169
Compliance Programs.........coceevuierieeiiienieeiiesie et eiee e 170
Further Reading .........cocveviriiniiiiniiiiieicceeceeeeeeee e 170
New Government Initiatives ...............ccccooivniiiiiiiniiiniinceee, 171
Patient Protection and Affordable Care AcCt ........cccevcvvvrieniieeiieiiieieeee, 171
The INSUIEd .....coviiiiiiiiiiiieeiceeee et 172
The UniNSUred........ccoerieriiriiniiiiiiieieeieeceeee et 172
SENIOT CIHZEIS .ttt e 172
TAXPAYETS .eeevieieeeiiesiie ettt ettt st e et e st e beestteebeesnbeebeesebeenseenanes 173
High-Wage Earners ........coccocueiiriiniiiiinieiieenceteneceseeeseereseeieae 173
SMAIl BUSINESSES....cuvevieiiieiieiieiienieete ittt 173
PRYSICIANS 1vviiiiiieiieiiieeee ettt st 173
Healthcare ProfessionalsS...........coceevieiiienieniiienienie e 173

ACA Changes DY YEar ....cccueevuiiiiienieeiieriieeieeeite ettt et see et e e 174



Contents xiii

Accountable Care Organizations (ACOS) ........ccovevvevierienieniinenieneeeene 176
Health Insurance Portability and Accountability Act (HIPAA)................ 178
Health Information Technology for Economic

and Clinical Health (HITECH) ACt .......ccciiiiiiiiiiieeieeeee e 180
TCD-T0 i 181
Further Reading .........cocveviiiiiiiiiniiiiiiiiccecceceecee e 182



2 Springer
http://www.springer.com/978-3-319-04059-2

Medicine and Business

A Practitioner's Guide

Bucci, RV,

2014, X, 191 p. 26 illus., 18 illus. in color., Softcover
ISBM: 878-3-319-04059-2



	Contents



