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DRAFT MEETING MINUTES
COMMISSION ON HEALTHCARE AND HOSPITAL FUNDING
Meeting Date: June 4, 2015
Time: 8:00 a.m. – 12:00 p.m.
Location: The Florida State Capital, Cabinet Meeting Room
Members Present: Carlos Beruff, Chair (by phone); Tom Kuntz, Vice Chair; General Chip Diehl; Marili
Cancio Johnson; Eugene Lamb; Dr. Jason Rosenberg; Sam Seevers (by phone); Dr. Ken Smith and Robert
Spottswood.
Executive Directors Present: Dr. John Armstrong, State Surgeon General and Secretary of Health and
Elizabeth Dudek, Secretary of the Agency for Healthcare Administration.
DOH and AHCA Administrators and Staff Present: Cruz Conrad, Nathan Dunn, Beth Eastman, Marisol
Fitch, Ryan Fitch, Stacey Lampkin, Mandi Manzie, Molly McKinstry, Jennifer Miller, Karen Riviere, David
Rodgers, Jamie Sowers and Josh Spagnola.
Interested Parties Present: Bill Bell, FHA; Steve Birtman, Florida Association of Nurse Anesthetists;
Donna Clarke, Lee Memorial Health System; Marti Coley, Nemours Children Hospital; Vanesa Charles,
Bob, Levy & Associates; Brian Delburn, Tenet Healthcare; Jan Gorrie, Ballard Partners; Wendy Hedrick,
Sunshine Health; Lori Hundley; Sally Jackson, Lee Memorial Health System; Ashley Kalifeh, Capital City
Consulting; Laura Lenhart, Moffitt Cancer Center; Danny Martell, Economic Council of Palm Beach
County; James Miller, Capitol Access; Phillis Oeters, Baptist Health South Florida; Brittany O’neil,
Department of Financial Services – Division of Workers’ Compensation; Jose Romano, Baptist Health;
Rob Shave, Access Capital, Corp.; Jess Scher, United Way of Miami-Dade; Ron Watson, Watson
Strategies
Media: Matt Galka, Capitol News Service; Thomas Jones, Florida Channel; Christine Sexton
Welcome and Introductions: Carlos Beruff, Chair, called into the meeting from the phone and asked
that Tom Kuntz, Vice Chair, facilitate the meeting. Vice Chair Kuntz called the meeting to order.
Review and Approval of May 26th Meeting Minutes: Vice Chair Kuntz called for a review and approval
of the minutes from the May 26, 2015 commission meeting. Ms. Marili Cancio Johnson noted that on
page four there was an error, she meant 30 percent not 30 billion. With the error noted and corrected,
the minutes were approved.
Commission Member Comments and Discussion: Vice Chair Kuntz encouraged each Commission
member to take inventory of the path that the Commission has taken and comment upon that path. All
of the Commissioners thanked the staff for providing an enormous amount of information on very short
notice as well as being available to Commission members when needed.
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Dr. Jason Rosenberg noted that he would to explore how to incentivize hospital behaviors for the
Commission’s desired outcomes. Mr. Robert Spottswood articulated the difficulty of getting through
the information provided and knowing what the Commission is tasked with accomplishing. He indicated
that he would like more information on all governmental funding hospitals receive, a breakdown of
funds including each governmental funding source and how the governmental sources are dispersed.
Dr. Smith stated that the current process is complicated and due to the amount of information, slowgoing. He challenged the Commission to boil down the information it is receiving and the process to its
so that it will be accessible information to the constituents of the state of Florida.
Surgeon General Armstrong thanked the Commissioners in addressing the tough questions in order to
enrich the citizens of Florida. He indicated that the Commission needs to continue its task to find where
taxpayer money is going and what are the expectations attached to that money. Secretary Dudek also
thanked the Commissioners for providing the Agency with a new perspective on the data. She
encouraged the Commission to continue to ask questions so as to provide recommendations that will
further affordability and accessibility of healthcare to Floridians.
General Chip Diehl stated the importance of the Commission sticking to the facts and importance of
staying ahead of the curve. He noted that there is a lot of money but the Commission needs to keep in
mind the impact of that money on the state. General Diehl also indicated that the Commission needs to
continue to keep the aperture open as wide as possible to consider all aspects, including provisions to
Veterans, of health care funding and taxpayer support of that funding.
Ms. Cancio Johnson asserted that costs are out of control with Medicaid currently thirty percent of the
budget and rising. She contended that putting more money into the system will not necessarily improve
outcomes. Ms. Cancio Johnson maintained that more transparency is needed and noted her continued
disappointment regarding the hospital industry and their lack of participation in the Commission. She
also indicated her pride in the Commission members despite comments that have been made about the
lack of health care experience attributed to the members. Ms. Cancio Johnson noted that Jackson
Memorial was in financial trouble for several years until a banker, Mr. Carlos Migoya took control and
has begun to turn the facility around financially.
Mr. Eugene Lamb indicated that the costs of health care in our hospital facilities funded through
taxpayer contributions need to be spent in a wiser manner. Ms. Sam Seevers echoed Dr. Smith’s
sentiment that the Commission needed to simplify the information it was receiving into a consumable
form. She asserted that Governor Scott was very smart to put together a group with no knowledge of
health care, other than Dr. Rosenberg, to look at the issue with a fresh perspective.
Chair Beruff also noted the lack of cooperation from the hospitals and the lack of perceived
transparency from them. He indicated that the Commission needs their cooperation in order to have an
informed conversation.
Vice Chair Kuntz observed that the public commentators from previous meetings are looking for the
same outcome as the Commission—all Floridians receiving proper coverage and healthcare. He
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questioned what incentives exist to keep hospital leadership efficient and how do their contracts
address their own efficiency. Vice Chair Kuntz reiterated his belief that the Commission should not lose
sight of the issue of Certificate of Need and whether elimination of the program would increase
competition. He questioned the logic behind the program—whether any logic exists. He concluded
with a reminder of the public comment process for the Commission. General Diehl reminded the
Commission about its responsibility to give a voice to the public comments by taking them up the chain.
Secretary Dudek noted that the Agency had sent out a secondary data request to hospitals regarding
executive compensation and had received substantive information from Hendry Regional Medical
Center, Lakeland Regional Medical Center, Calhoun-Liberty Hospital and Douglas Gardens Hospital. She
thanked those hospitals for responding.
Vice Chair Kuntz questioned whether it was that difficult for hospitals to provide compensation
information. Secretary Dudek indicated that the Governor’s staff was assisting with pulling salary
information off facilities’ 990s. She also noted that Agency staff was working on compiling FTE
information but that Agency data did not include contracted staff. Secretary Dudek stated that included
in Commissioner’s packets was some LIP information and a letter indicating Florida Hospital
Association’s stance on and lack of support for the Agency’s LIP proposal. She also noted that the
author of “Unaccountable”, Dr. Marty Makary, will be speaking at the Commission’s next meeting in
Tampa.
Review of Key Findings: Ryan Fitch, Agency for Health Care Administration’s Bureau Chief of Central
Services, presented the Commission’s seven key findings to date.
#1: Nearly 70 percent (68.9 percent of all inpatient stays (by volume) in hospitals in Florida during
calendar year 2013 were covered from government sources.
Secretary Dudek noted that this figure does not include commercial insurance policies which are
subsidized through the Federal Health Insurance Marketplace or paid by the state and federal
government agencies.
Vice Chair Kuntz inquired whether other states have similar percentages in regards to payer mix. Ms.
Cancio Johnson inquired whether the Commission could have more information on federal exchanges
due to her concern regarding pending Supreme Court case, King vs. Burwell. Mr. Spottswood wants to
know where the Medicaid dollars are coming from—federal, state or local government. He would like to
see where the entire Medicaid budget comes from broken down between the various sources.
#2: Hospital facilities that earned at least four percent profit tend to provide significantly less charity
care services than hospitals that have negative profit margins.
Mr. Fitch noted that while the tables looked at profitability, hospitals are not in control of who walks in
the hospital’s door and whether that patient has the ability to pay for services. He indicated that costs
might be a better measure to examine.
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Vice Chair Kuntz commented that the findings seem like common sense. He inquired, “what do these
inform the Commission on?” He also asked if the Commission could see a hospital with negative profit
compared to a similar hospital with a four percent or greater positive profit—for example why is
Orlando Health making a considerable profit while UF Health Shands Jacksonville is losing lots of money.
He stated if the Commission could start singling out facilities to examine why similar facilities are having
different outcomes.
Dr. Rosenberg questioned what the impact was to staff, specifically a CEO, for non-profitable hospitals?
He inquired whether there was a way to establish an efficiency ratio through existing data to compare
hospitals. Mr. Spottswood stated he would like to pull out a facility with a high Medicaid/charity care
percentage of patients that is doing well in comparison to a facility with a similar percentage of
Medicaid/charity care patients that is not doing well. General Diehl indicated he would like to find some
best practices from profitable hospitals and share with all hospitals. Mr. Lamb asserted the importance
of transparency.
#3: Facilities with the least acuity had some the highest expenses as well as being the least profitable.
Mr. Fitch noted that if rural hospitals are taken out of the analysis, there are no significant differences in
cost between profitable hospitals and those that are not profitable. Vice Chair Kuntz would like some
additional language added to all key findings qualifying that just because these findings show that in
most instances these circumstances are true, it does not preclude the converse from also being true
some of the time. For example, some profitable hospitals served a significant number of Medicaid and
charity care patients despite key finding number two.
#4: Hospitals with lower occupancy percentages are more likely to be less profitable than hospitals with
higher occupancy percentages.
Mr. Fitch indicated that one way to look at the data is through cost per adjusted admission and cost per
adjusted day. He noted that when looking at data specific to UF Health Shands Jacksonville, the cost per
adjusted day was in-line or below the average for the area, but that cost per adjust admission was
higher as the average length of stay was higher.
Vice Chair Kuntz inquired how this phenomena happens? Dr. Rosenberg indicated that the Commission
would need to dive into the DRG specific information to notice any trends or that it might be marketspecific.
Mr. Spottswood inquired how this finding correlated with Certificate of Need (CON)? Ms. Cancio
Johnson indicated that she wanted to know how other states deal with this and do we have any
outcome data for CON states vs. non-CON states. Secretary Dudek noted that most states don’t collect
the same kind or amount of data that Florida does. She indicated that we can look into the correlation
in Florida since the state deregulated the addition of acute care beds through the CON process.

4

Dr. Rosenberg queried whether different payer classes got different treatment—and is there any data
on that? Ms. Cancio Johnson asserted that the Commission should be looking into keeping people
healthier and therefore staying out of the hospital.
Vice Chair Kuntz requested acute care occupancy by district since the deregulation of beds. Dr. Smith
reminded the Commission that there is a seasonality aspect to occupancy that has caused troubles in
some areas in regards to bed availability.
Vice Chair Kuntz stated that the best facilities are around sixty percent occupied but he is constantly
seeing cranes adding on to hospitals. He would like to know which facilities are adding beds and
whether these facilities are profitable or not. He questions whether facilities are choosing to invest
profits in new beds that are not needed. Dr. Rosenberg notes that there might be tax incentives to build
new beds or wings.
#5: Facilities that are profitable without LIP funding remain profitable with LIP funds; and facilities that
have not been profitable without LIP funding remain unprofitable with LIP funding (with five exceptions).
Vice Chair Kuntz inquired whether the graph for Jackson Memorial would have look different five years
ago, prior to the CEO and banker’s oversight? Ms. Cancio Johnson noted that Jackson Memorial is a
success story and that Mr. Migoya had to take on the unions during his oversight. She indicated that she
would like to hear from Mr. Migoya at the Commission meeting that will take place in Miami.
Dr. Rosenberg indicated that the Commission should look at the impact of Jackson Memorial on the
other providers in Miami-Dade. He notes that UF Health Shands Jacksonville takes care of 50 percent
charity care and Medicaid patients, thereby allowing Baptist Medical to be profitable with only a 17
percent provision to the Medicaid and charity care population.
#6: Hospital profits have trended upward over the past 10 years, with the exception of Government
owned hospitals.
Mr. Spottswood questioned whether a governmental hospital that is being leased to a for-profit
company is still considered government owned with regards to the data presented. Vice Chair Kuntz
that hospitals are doing better now, despite the great recession, than they were doing at the peak of
economic prosperity in 2004.
Mr. Fitch states that he did not know why the trend existed, but it would be a good question to ask
hospitals whether the recession helped facilities realize greater efficiencies that are being maintained as
the economy bounces back. Mr. Spottswood would like to have clarification on funding sources since
2004 to present and whether the increased profits are revenue based or cost controls. Mr. Lamb
questioned whether government hospitals are really that different than other hospitals.
#7: Case Mix Index is an important factor for analysis purposes as a variable to “level the playing field”.
At the conclusion of the review of key findings, Ms. Cancio Johnson indicated that she would like to add
a key finding regarding average amount of revenue collected as it pertains to the charge by payer type,
5

especially Medicaid. Vice Chair Kuntz asserts his concern about using averages for all these key findings
as the Commission runs the risk of jumping to conclusions.
Dr. Rosenberg notes that hospital reimbursement is not like the business world and other business
models since Medicare truly sets the rate in hospital reimbursement. He maintains that hospital
reimbursement terminology is not intuitive—self-pay does not really mean someone is paying the whole
bill themselves, it typically means the hospital will receive no reimbursement for the services. Dr.
Rosenberg notes hospital accounting and reimbursement is not really understood except by a very small
proportion of the population, those in the industry.
Ms. Cancio Johnson contends that hospitals should have to disclose costs and does not understand why
there is such a lack of transparency in the industry. She questions why the industry isn’t regulated and
that the billing side is completely shrouded. Ms. Cancio Johnson notes that menus display their prices,
why shouldn’t a hospital? Dr. Rosenberg indicates that due to the lack of price sensitivity since the
consumer is not truly paying, comparison shopping does not truly exist for hospitals in the business
world context.
Vice Chair Kuntz states his satisfaction with the key findings. He would like to see something added
regarding CON, about the number of states that currently have or do not have a certificate of need
program. Mr. Lamb noted that he would like more information on Certificate of Need. General Diehl
would like to add some key findings about accessibility and quality of care.
Mr. Spottswood noted that he would like to add some more detail to the first key finding, particularly a
breakdown of how much funding is coming from federal, state and local sources. He would also like to
expand on key finding six. Mr. Spottswood indicated that a key finding, or the first key finding should be
that the Commission is committed to giving access and quality of care to the citizens of Florida.
Chair Beruff would like to know costs for particular procedures as hospitals should be responsible for
providing transparency. He would also like staffing levels from 2009 to present. Secretary Dudek noted
that the Agency was working on that data for future meetings.
Spotlight on Transparency Data Discussion: Mr. Ryan Fitch continued his presentation with a Florida
Hospital Uniform Reporting System (FHURS) data discussion and guide sheet. Vice Chair Kuntz would
like clarification on the differences between for profit and not-for-profit hospitals other than taxing
benefits—is there a balancing factor? He likens this distinction of banks vs. credit unions where credit
unions have all of the benefits. Vice Chair Kuntz would also like to know if not-for-profit facilities are
receiving a greater amount of governmental assistance than for-profit facilities. Ms. Cancio Johnson
would like to examine the payer mixes of not-for-profit facilities versus for profit facilities.
Dr. Rosenberg would like clarification on bad debt and would like to know the benefits of overstating
bad debt. Vice Chair Kuntz notes that legitimate bad debt can be written off from profitability for tax
purposes but he doesn’t understand hospital accounting practices. Mr. Fitch indicates that there is no
economic incentive to reduce charges but that costs are not overinflated.
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Mr. Spottswood wanted further information on the Public Medical Assistance Trust Fund (PMATF)
assessment—how much is it and where does it go. Mr. Fitch indicated that it is 1.5 percent of inpatient
and one percent of outpatient revenues flow back to Medicaid through the assessment.
Vice Chair Kuntz notes that he would like to break out operating expenses by facility and analyze.
Mr. Fitch then presented financial data specific to the Tampa market to help the Commission decide on
whom to invite to present at the next Commission meeting. Dr. Smith maintained that it was important
for the Commission to set some expectations on the hospital presentations.

Ms. Cancio Johnson asked when 2014 financial data would be available to the Commission. Dr.
Rosenberg queried whether there was statistical data that facility size might change Cost per Adjusted
Admission.
Vice Chair Kuntz asked Mr. Fitch to postulate a hypothesis to submit to the Commission on the reasons
why the best hospitals are doing so much better than the worst hospitals and draw conclusions for the
Commission. Mr. Fitch noted that the 2011 Commission on Review of Taxpayer Funded Hospital
Districts found that there was considerable diversity among the hospitals and was unable to find any
correlation as to why one facility functioned better or worse than another facility through statistical
analysis.
Dr. Rosenberg questioned whether redirecting Medicaid and charity care patients to only profitable
facilities completely change the landscape of a medical market? Mr. Spottswood indicated that
taxpayer funds should not be directed towards inefficient facilities but that the goal was for quality and
successful outcomes at better costs. He asked Mr. Fitch whether quality was completely subjective?
Mr. Fitch indicated that quality was not quantifiable with the data he collected. Secretary Dudek noted
that quality measures and indicators would be explored in subsequent meetings.
Mr. Fitch presented EBITDA (earnings before interest, taxes, depreciation and amortization) data on
Tampa area facilities. Dr. Smith indicated that there should be some sort of efficiency ratio that can be
developed from the EBITDA data on a per bed basis. Mr. Fitch suggested it should be developed from
cost per adjusted admission.
Vice Chair Kuntz noted that the Commission needed to decide on some facilities to invite to the next
meeting. Mr. Spottswood indicated that he would like to make sure to invite some facilities that receive
state funding and perhaps a representative from the group that sent in a letter opposing the Agency’s
LIP proposal. 1 General Diehl indicated that he would like to have an industry expert that is currently

1

A letter from the Florida Hospital Association (FHA) dated June 1, 2015 to Ms. Wachino at the Centers for
Medicare and Medicaid Services, was included to Commission members and on the website. The letter expressed
FHA’s “strong concerns regarding the new AHCA proposal’s impact on patient access and its ability to effectively
raise funds for the state share of the Medicaid program.”
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independent and not tied to any facility. Vice Chair Kuntz suggested that Secretary Dudek come up with
and invite facilities on behalf of the Commission.
LIP Presentation: Ms. Stacey Lampkin, Assistant Deputy Secretary for Medicaid Finance and Analytics,
presented information on the Agency’s proposal to the Centers of Medicare and Medicaid Services
which includes one billion in funds for fiscal year 2015/2016 and approximately $600 million for fiscal
year 2016/2017, consistent with the CMS letter received May 21st. She clarified that the proposal
would include voluntary IGT contributions which would produce a total computable pool of $2.3 billion
Ms. Lampkin noted that the proposal includes $200 million in transitional payments as the proposed
change of distribution has an implication to individual facilities. She discussed spreadsheet with
projections of these transitional payments, which is available on the Commission website. Ms. Lampkin
stated that participation requirements would be in place for receipt of these funds.
Ms. Cancio Johnson wanted to know if the Commission could be provided with a breakdown of the
amount of money that is going to total patient care. Mr. Spottswood would like to be supplied with a
flow of funds chart—knowing from start to finish who touches these funds and how do they distribute
them. He would also like to know the cost savings through the managed care plans to the tax payers.
General Diehl would like to see a historical progression of LIP funds from 2006 to present. Ms. Lampkin
noted that FY 2014-2015 was the only year that the state received more than one billion. She stated
that the reason for this was a reclassification of dollars elsewhere in the system in response to managed
care’s rollout. General Diehl noted that under the proposed plan, some facilities will have significant
losses of LIP payments.
Dr. Rosenberg inquired whether there are any resources that can be utilized in order to distribute funds
to facilities that are the most efficient. He asked what incentives are currently in place. Dr. Rosenberg
also wanted to know how a managed care plan becomes profitable.
David Rogers, Assistant Deputy Secretary for Medicaid Operations, spoke about the Statewide Medicaid
Managed Care program and that it includes increasing quality of care. He stated that 44 performance
measures are in the Medicaid Managed Care contract based on HEDIS (Healthcare Effectiveness Data
and Information Set) measures. He gave several examples of what the plans and Agency were doing on
this front, including pediatric oral care, inappropriate emergency room visits and early elective delivery
practices.
Ms. Lampkin concluded that presentation by stating that the program goals related to hospitals can be
incorporated into managed care rate-setting, incentivizing managed care plans to work with hospitals to
achieve those goals. She provided the example of reducing the rate of cesarean section deliveries
stating that capitation rate assumptions around inpatient expenditures can incorporate a lower rate of
cesarean section deliveries, provided that it is reasonably achievable.
Commission Member Discussion: Vice Chair Kuntz noted that the Commission received no public
speaker cards. Surgeon General Armstrong stated that there are continuing themes on revenue sources
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and incentives emerging from the Commission meetings as well as patient transparency for outcomes
that matter.
Secretary Dudek indicated that the next meeting will be held in Tampa on June 17th at 8 a.m. with the
venue to be announced soon and that the Agency would invite no more than four hospitals to present.
Meeting Adjourn: The meeting adjourned at 12:02 p.m.
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Tampa General Hospital
1) Potentially Preventable Readmission Rate: 6.143795%. Percent of admissions
that are potentially preventable readmissions depending on the quality of care
Potentially Preventable Readmission (PPRs) identify return hospitalizations that
may have resulted from the process of care and treatment (readmission for a
surgical wound infection) or lack of post admission follow-up (prescription not
filled) rather than unrelated events that occur post admission.
2) Serious Complications Rate (Infection/Injury): 1.65 (index of 1 is average rate of
serious complications across all hospitals)
A complication that results when a patient is admitted to a hospital for one
medical problem and develops a serious injury or infection that may result in
death. These events can be prevented if hospitals follow best practices for
treatment.
3) HCAHPS 5 Star Patient Satisfaction Survey: 3 Stars
The scale is 1-5 with 1 being the worst patient experience and 5 being the best.
Enables consumer to more quickly access patient experience of care information
that is provided.
4) Patient Cost Per Procedure- The state does not currently collect data to
determine actual payments between insurers and hospitals. The construction or
establishment of multi-payer claims data base would help to bring transparency
to this issue.
5) Emergency Room Wait Time for Diagnostic Evaluation: 49 minutes
The amount of time it takes to see a qualified medical professional and receive a
diagnostic evaluation.
6) Physician/Nursing Quality- Quality is measured in part by patient satisfaction
surveys and through the submission of adverse incident reports as defined in s.
395.0197, F. S. Hospitals are required to submit incident reports related to
events that have resulted in death or serious injury within 15 calendar days.
Additionally, each hospital is required to submit an annual Adverse Incident
Report to the AHCA. These reports are not made available to the public pursuant
to s. 119.07 (1), F.S., except in disciplinary proceedings.

Additional Information for Tampa General Hospital (NFP)
CY 2013

Overall Profitability (Total Margin): $68,663,655 (7.2%)
Number of Admissions: 41,113
Case Mix: 1.93
Average Length of Stay: 6.4 days
Number of Emergency Department Visits: 56,170
Cost per Patient: $16,126
Number of FTE Physician Residents: 247.12

Bio

Marty Makary, M.D.
Dr. Marty Makary is a Johns Hopkins surgeon and leading expert in
patient safety. He was the creator of the Surgical Checklist later
popularized in the book The Checklist Manifesto. He served on the World
Health Organization (W.H.O.) Surgery Checklist workgroup and chaired
the W.H.O. technical workgroup on measuring surgical quality worldwide.
Dr. Makary writes for The Wall Street Journal, Newsweek, and TIME
Magazine. He is a medical commentator for FOX News and NBC’s
TODAY show, where he highlights the top research studies in JAMA and
the New England Journal of Medicine. He is the author of the New York
Times Bestselling book Unaccountable about doctor-led efforts to fix
healthcare, and his newest book, Mama Maggie about a Nobel Prize
nominee from the Middle East.
At Johns Hopkins, Dr. Makary is chief of Islet Transplantation Surgery and
is a professor of Health Policy & Management at the Bloomberg School of
Public Health. In 2006, Dr. Makary was named the Mark Ravitch endowed
Chair of Gastrointestinal Surgery at Johns Hopkins, and in 2010 was
named Director of Surgical Quality & Safety at Johns Hopkins. Last year,
Dr. Makary was named to America’s 20 Most Influential People in Health
Care by Health Leaders Magazine.
Dr. Makary completed his education at Bucknell University, Thomas
Jefferson University, and Harvard University and completed his general
surgery residency at Georgetown University and further sub-specialty
training in GI and cancer surgery at Johns Hopkins.

Morton Plant Hospital

1) Potentially Preventable Readmission Rate: 5.251677 % : Percentage of
readmissions that are potentially preventable depending on the quality of care
Potentially Preventable Readmission (PPRs) identify return hospitalizations that
may have resulted from the process of care and treatment (readmission for a
surgical wound infection) or lack of post admission follow-up (prescription not
filled) rather than unrelated events that occur post admission.
2) Serious Complications Rate (Infection/Injury): 0.98 (index of 1 is average rate of
serious complications across all hospitals)
A complication that results when a patient is admitted to a hospital for one medical
problem and develops a serious injury or infection that may result in death. These
events can be prevented if hospitals follow best practices for treatment.
3) Hospital Consumer of Healthcare Providers and Systems (CAHPS) Five Star
Patient Satisfaction Survey: 4 Stars
The scale is 1-5 with 1 being the worst patient experience and 5 being the best.
Enables consumers to more quickly assess patient experience of care information
that is provided.
4) Patient Cost Per Procedure- The state does not currently collect data to determine
actual payments between insurers and hospitals. The construction or
establishment of multi-payer claims data base would help to bring transparency to
this issue.
5) Emergency Room Wait Time for Diagnostic Evaluation: 26 Minutes
The amount of time it takes to see a qualified medical professional and receive a
diagnostic evaluation.
6) Physician/Nursing Quality- Quality is measured in part by patient satisfaction
surveys and through the submission of adverse incident reports as defined in s.
395.0197, F. S. Hospitals are required to submit incident reports related to events
that have resulted in death or serious injury within 15 calendar days. Additionally,
each hospital is required to submit an annual Adverse Incident Report to the
AHCA. These reports are not made available to the public pursuant to s. 119.07
(1), F.S., except in disciplinary proceedings.

Additional Information for Morton Plant (NFP):
CY 2013
Overall Profitability (Total Margin): $49,334,410 (11.7%)
Number of Admissions: 23,602
Case Mix: 1.65
Average Length of Stay: 4.7 days
Number of Emergency Department Visits: 62,965
Cost per Patient: $9,274
Number of FTE Physician Residents: 25.41

Additional Information
Requested by Members
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Extreme Markup: The Fifty US
Hospitals With The Highest
Charge-To-Cost Ratios
Using Medicare cost reports, we examined the fifty US
hospitals with the highest charge-to-cost ratios in 2012. These hospitals
have markups (ratios of charges over Medicare-allowable costs)
approximately ten times their Medicare-allowable costs compared to a
national average of 3.4 and a mode of 2.4. Analysis of the fifty hospitals
showed that forty-nine are for profit (98 percent), forty-six are owned by
for-profit hospital systems (92 percent), and twenty (40 percent) operate
in Florida. One for-profit hospital system owns half of these fifty
hospitals. While most public and private health insurers do not use
hospital charges to set their payment rates, uninsured patients are
commonly asked to pay the full charges, and out-of-network patients and
casualty and workers’ compensation insurers are often expected to pay a
large portion of the full charges. Because it is difficult for patients to
compare prices, market forces fail to constrain hospital charges. Federal
and state governments may want to consider limitations on the chargeto-cost ratio, some form of all-payer rate setting, or mandated price
disclosure to regulate hospital markups.
ABSTRACT

I

n the United States, hospitals use the
chargemaster, a list of procedure codes
with corresponding prices for thousands of billable items, to record services provided, determine the charges
for each service, and generate hospital bills.1,2
Chargemaster rates are established by individual
hospitals and are not subject to any limit in
most states. The rates are often several times
the Medicare-allowable cost of providing care.1
Except in a few situations, hospital markups
(ratios of charges over Medicare-allowable
costs) do not have an effect on the amounts publicly insured patients pay because Medicare and
Medicaid determine their own rules for paying
hospitals.1,3 Other patients, however, can be negatively affected by high hospital markups.
Uninsured patients, who lack bargaining power, are commonly subject to the full hospital
charges, and their medical bills may be sent to
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bill collectors if they do not pay the high markups.1–3 An estimated thirty million people will
remain uninsured even after the full implementation of the Affordable Care Act (ACA).4 Patients
with health insurance who receive care at out-ofnetwork hospitals generally do not benefit from
their private insurers’ negotiated rates with
in-network hospitals and, therefore, may be expected to pay a high proportion of the full hospital charges. Casualty and workers’ compensation insurers are usually obliged by law to allow
the insured person to go to any hospital, which
means that they cannot use selective contracting
to get lower rates and thus often pay a high
percentage of hospital charges. Since most
American workers have casualty and workers’
compensation insurance, exposure to these high
markups adds to their insurance premiums.
Privately insured in-network patients may also
pay greater premiums as a result of high hospital
June 2015
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markups. Hospitals with substantial market
power can use the high markups as leverage with
private insurers in price negotiations.5 High
markups and the possibility for high revenues
from out-of-network patients make the option of
joining a network less attractive to these hospitals, so they are less willing to negotiate with
private insurers. At the same time, insurers are
motivated to include hospitals in their networks
to reduce the likelihood of having subscribers
pay high out-of-network prices. Consequently,
high markups may add to private insurance premiums and play a role in the rise of overall health
care spending.5
Collectively, this system has the effect of charging the highest prices to the most vulnerable
patients and those with the least market power.1–3,6,7 While it is not uncommon for those with
the least market power to pay the highest prices
in many industries, in the case of hospitals, the
very large differential in the markups charged
to various patient groups and the pivotal role
played by hospitals in caring for critically ill patients are worthy of policy makers’ attention.
Controversy over very high hospital charges
has triggered media attention, numerous lawsuits, activism on the part of consumer groups,
and efforts to limit hospital charges.8–11 However,
no federal or state law, other than in Maryland
and West Virginia, regulates hospital markups.12
The ACA requires nonprofit hospitals to provide
discounts to eligible uninsured patients. However, the same provision lets individual nonprofit hospitals determine their own eligibility
standards, does not address the levels of the
markup faced by out-of-network patients and
casualty and workers’ compensation insurers,
and does not apply to for-profit hospitals.13
In this study we examined the fifty hospitals in
the nation with the highest markups in 2012.We
first examined the descriptive characteristics of
all hospitals in our sample and then focused on
the fifty hospitals with the highest charge-to-cost
ratios. We describe their characteristics and
geographic distribution and then discuss the
causes and negative consequences of high hospital markups. We conclude by making policy
recommendations.

These hospitals had charge-to-cost ratios less
than 0.2, and forty-four of them did not report
any net revenue information on the cost report.
Our final sample contained 4,483 hospitals.
Charge-To-Cost Ratio We used the overall
hospital charge-to-cost ratio to measure the
markup of chargemaster rates over Medicareallowable costs. The charge-to-cost ratio is calculated as a hospital’s total gross charges divided by
its total Medicare-allowable cost.1 We obtained
the gross charge data from line 202 in column 5
of Form CSM-2552-10, Worksheet C, part I, “Calculation of Ratio of Costs to Charges,” submitted
by the hospitals. The Medicare-allowable cost
refers to the cost determined by the CMS to be
associated with care for all patients, not just
Medicare patients.1 Medicare-allowable cost includes both direct patient cost (for example,
emergency department, operating room, and
intensive care) and indirect general service cost
(for example, administration, laundry, and
pharmacy) but excludes items not related to
the patient care provided by the hospital, such
as services of the gift shop and private physicians’ offices.We obtained the cost data from line
202 in column 8 of the worksheet mentioned
above.
Limitations There are a number of important
limitations to consider. First, the Medicare cost
report does not separate costs by inpatient and
outpatient hospital setting. The charge-to-cost
ratio may vary for inpatient and outpatient care.
Second, the Medicare cost report provides aggregate information on the markups and does not
report data on the markup for specific insurers.
If a hospital offers a discount to certain categories of uninsured patients, its cost report does
not report this information. Third, Medicare
cost reports are based on administrative records
submitted by hospitals, so there may be human
error and systematic inaccuracies within the
data. Fourth, before 2011 a slightly different format was used in the Medicare cost reports that
could complicate comparisons to earlier years.
Finally, not all hospitals have the same cost structure, and there is significant cost variation across
hospitals.14–16 The charge-to-cost ratio, which is
influenced by individual hospitals’ cost control
practices, therefore, is not a perfect measure of
the extent of overcharging.

Study Data And Methods
Data We used the 2012 Medicare cost reports
from the Centers for Medicare and Medicaid Services (CMS). The cost reports contain financial
information for all Medicare-certified hospitals
in the nation for their fiscal year beginning
sometime between May 1, 2012, and April 30,
2013. We deleted forty-nine hospitals that had
data anomalies in their charge-to-cost ratios.
2
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Study Results
Descriptive Statistics On average, US hospital
charges were 3.4 times the Medicare-allowable
cost (hereafter referred to simply as cost) in
2012. In other words, when the hospital incurs
$100 of Medicare-allowable costs, the hospital
charges $340. Over time, hospital markups have

increased. The increases began in the late 1980s
and started to accelerate in 2000.1 In 1984 the
average charge-to-cost ratio was 1.35.1 In 2004
and 2011 the average charge-to-cost ratio was
3.07 and 3.30, respectively. The markup in 2012,
therefore, represents a 10 percent increase from
2004, and 3 percent increase from 2011.1 In 2012
the average charge-to-cost ratio (3.4) was greater
than the median (3.1), which suggests that the
distribution was skewed to the right. The mode
(or the most common ratio) was 2.4. The 10 percent lowest-charging hospitals had charge-tocost ratios below 1.5, while the upper 10 percent
had ratios above 5.7. In this study we focused on
the fifty hospitals or approximately the 1 percent
with the highest charge-to-cost ratios.

Fifty Hospitals With The Highest
Charge-To-Cost Ratios
Most hospitals are in the 1.5–4.0 range (Exhibit 1). However, the tail of this distribution is quite
long, and the fifty hospitals with the highest
ratios charge, on average, 10.1 times their cost.
This means that they are charging markups of
more than 1,000 percent. These hospitals are
outliers in the distribution. The minimum
charge-to-cost ratio among them is 9.2—more
than three standard deviations above the average
for all hospitals. The maximum charge-to-cost
ratio is 12.6—more than five standard deviations
above the average for all hospitals.17
For-profit hospitals are disproportionately
represented in these fifty hospitals—forty-nine
(98 percent) are for profit, compared to 30 percent in the overall sample (Exhibit 2). These fifty
hospitals are more likely to be located in urban
areas (86 percent versus 68 percent for all hospitals) but less likely to be teaching hospitals
(18 percent versus 24 percent for all hospitals).
These fifty hospitals are also more likely to be
affiliated with a health care system (94 percent
versus 56 percent for all hospitals).18 Just one
for-profit hospital system (Community Health
Systems) operates half of the fifty hospitals with
the highest markups (Exhibit 3). Hospital Corporation of America operates more than onequarter of them.
The fifty hospitals are distributed across thirteen states, with 76 percent located in southern
states (Exhibit 4). Florida has 40 percent of the
fifty hospitals with the highest markups. It is
worth noting that among these thirteen states,
only California and New Jersey have state legislation that requires for-profit hospitals to offer
price discounts to eligible uninsured patients.19
As a result, uninsured patients receiving care in
the forty-six hospitals outside of California and
New Jersey are able to charge approximately ten

times cost, unless these hospitals voluntarily offer price discounts. The names of the fifty hospitals, state, ownership, urban or rural location,
numbers of beds, numbers of residents, and
charge-to-cost ratios are listed in the online Appendix.20

Discussion
Markups of the fifty hospitals with the highest
charge-to-cost ratios are 9.2–12.6 times the
Medicare-allowable costs.While publicly insured
patients typically pay comparatively close to actual cost, uninsured patients, out-of-network patients, and casualty and workers’ compensation
insurers do not have comparable bargaining or
regulatory power and thus are charged either the
full amount or a high percentage of the full
amount, unless the hospitals voluntarily offer
discounts. Hospitals’ high markups, therefore,
subject many vulnerable patients to exceptionally high medical bills, which often leads to personal bankruptcy or the avoidance of needed
medical services.1,21,22 Furthermore, privately insured patients may also pay a greater premium
because high markups give hospitals greater

Exhibit 1
Hospitals’ Charge-To-Cost Ratios, 2012

SOURCE Authors’ analysis of Healthcare Cost Report Information System (HCRIS) computer files
obtained from the Centers for Medicare and Medicaid Services (CMS) for 2012. NOTES Each bar
shows the number of hospitals that fall into the indicated range or “bin” on the spectrum of observed
charge-to-cost ratios, starting with 0.0 to 0.4 and progressing upward in increments of 0.5. The orange bars represent the fifty hospitals with the highest charge-to-cost ratios. The red line marks the
minimum charge-to-cost ratio among these fifty hospitals.
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Exhibit 2
Characteristics Of The Fifty Hospitals With The Highest Charge-To-Cost Ratios And All
Hospitals, 2012

SOURCE Authors’ analysis of Healthcare Cost Report Information System (HCRIS) computer files
obtained from the Centers for Medicare and Medicaid Services (CMS) for 2012.

bargaining power with private insurers in price
negotiations. As a result, high markups play a
role in the rise of overall health care spending.5
Hospital executives have suggested that the
high charge-to-cost ratio is partially attributable
to the slow rate growth in Medicare and Medicaid spending and the need to have operating
surpluses in order to remain in business. Clearly,
hospitals need to receive sufficient revenue to
remain in business, and having revenues that
are above costs is necessary. This argument,
however, cannot completely explain the wide
variation in the charge-to-cost ratio shown in
Exhibit 1 or why some hospitals are charging
ten times their own costs.

Exhibit 3
Distribution Of The Fifty Hospitals With The Highest Charge-To-Cost Ratios, By System
Affiliation, 2012

Prices are rarely discussed with patients before
treatment because of patients’ lack of time, ability, and knowledge; physicians’ professional
norms against discussing fees; the complexity
of hospital accounting; and the lack of price
transparency.9 Consider the patient wanting to
compare hospital prices before an elective surgery. That person would need to know differences in quality and patient satisfaction across the
potential hospitals for the specific procedure.
The patient would also want to compare prices
across the potential hospitals using the chargemaster file and the Medicare cost report. Both
documents are extremely complex, and a comparison is impossible unless the patient knows
exactly which services will be ordered and how
the services will be coded. Some hospitals might
unbundle services (creating more categories of
billable services to maximize revenue), which
makes it more challenging for patients to precisely estimate a price for the total service. Furthermore, the price and quality of physicians
and other clinicians caring for the patient would
need to be compared as well. Knowing all of the
relevant information about the hospital without
knowing the price and quality of physician services is like purchasing a suit and only knowing
the price of the pants. The patient, however,
usually does not know all of the physicians who
will provide care, because some physicians are in
network and others are out of network, a factor
that could significantly affect the actual amount
the patient would pay.
Simply speaking, a patient wanting to compare hospital prices faces a substantial information asymmetry for an elective procedure, and
the time necessary to conduct price and quality
comparisons is certainly not available in most
medical emergencies. The result is a market
failure that forces uninsured patients, out-ofnetwork patients, and casualty and workers’
compensation insurers to pay charges that are
marked up multiple times above costs and are
much higher than what publicly insured and
privately insured in-network patients pay. The
current regulatory environment, unfortunately,
does little to correct this market failure. The extent of this market failure is especially salient in
these fifty hospitals.

Policy Implications

SOURCE Authors’ analysis of Healthcare Cost Report Information System (HCRIS) computer files
obtained from the Centers for Medicare and Medicaid Services (CMS) for 2012.

4

Health Affairs

J u n e 201 5

34:6

There are several possible solutions to this market failure. First, federal and state policy makers
could require hospitals to post their overall
charge-to-cost ratios on their website, or the
Medicare program could post them. This information is currently available in the Medicare cost
reports, but it is extremely difficult for the public

Exhibit 4
Distribution Of The Fifty Hospitals With Highest Charge-To-Cost Ratios, By State, 2012

SOURCE Authors’ analysis of Healthcare Cost Report Information System (HCRIS) computer files obtained from the Centers for Medicare and Medicaid Services (CMS) for 2012.

to obtain. This public disclosure would reduce
the information asymmetry of hospital price
faced by patients and may deter hospitals from
establishing excessively high markups.
For this to be truly effective, hospitals would
need to be required to implement a uniform
markup across all hospital departments. Currently, the markup varies substantially across
medical services in the same hospital, and an
overall hospital-level charge-to-cost ratio might
not reflect the extent of markup for a specific
patient. For example, among the fifty hospitals
analyzed in this study, the average charge-to-cost
ratio for anesthesiology is 112, for diagnostic
radiology it is 15, and for nursery it is 3. To
overcome this limitation, one option is to require
all hospitals to use a uniform charge-to-cost ratio
for all services and disclose this ratio. This approach, by reducing the variation of markups
across services, would make it easier for patients
to compare hospital prices.
This would require a major accounting effort.
Hospitals have established their chargemaster
rates to maximize revenue, initially to maximize
revenues in the Medicare programs and now in
the private sector. In the current system, hospitals incur substantial general indirect service
cost and must allocate it to each individual direct

service category. Because the allocation metric
differs among hospitals, the cost base for each
service category is not perfectly comparable
across hospitals. Therefore, to make the markup
constant for all services would be a complex accounting process.
These technical solutions may not actually
solve the problem anyway. Public disclosure of
hospital markup information is useful only if
patients have a real option to choose among
competing hospitals. This is clearly not the case
when patients are in medical emergencies. Even
for elective services, the ability to comparison
shop is severely limited by imperfect information
about what specific services will be ordered by
the physicians, what physicians will be providing
the services, and how the services will be billed
(for example, bundled or unbundled).
A second option is to legislate a maximum
markup over cost that a hospital can charge to
any patient, similar to that proposed by Barak
Richman, Mark Hall, and Kevin Schulman and
several other previous studies.1,3,9 The legislature
could say that the most a hospital can charge a
patient is X times the cost of treating that patient.
This would reduce the level of markups for the
most extreme cases but would do little to change
the behavior of most hospitals. Alternatively, the
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legislature could decide that the maximum rate a
hospital can charge is based on the rate negotiated with a health plan or the rate Medicare pays.
The legislation could allow the hospital to charge
a slightly higher rate than the health plan or
Medicare will reimburse. At the federal level, this
rate limit could be implemented through a modification of Medicare participation conditions
for hospitals.
Existing laws in some states use a variant of
this approach to protect uninsured patients
against high hospital charges. California’s Hospital Fair Pricing Act, for example, requires all
California hospitals to charge uninsured patients with an annual household income below
350 percent of the federal poverty level no more
than what Medicare would pay.8 In most hospitals, the Medicare rate is within 90 percent of
costs, not 200 percent or, in the case of these fifty
hospitals, 1,000 percent of costs.6 This approach
is likely to benefit not only uninsured patients,
out-of-network patients, and casualty and workers’ compensation insurers, but also in-network
patients. As hospitals become less able to generate high markups from out-of-network patients,
they will be motivated to join networks and agree
on lower negotiated prices. Using a similar idea,
the Medicare program requires hospitals to limit
their charges to Medicare Advantage plans to the
Medicare fee-for-service (FFS) levels. This protection greatly strengthens Medicare Advantage
plans’ negotiating position.5,23
The ACA contains provisions requiring nonprofit hospitals to discount their charges for eligible uninsured patients to no more than the
amount paid by any commercial health plan.
The protection provided by the ACA, however,
is limited. First, nonprofit hospitals retain discretion to determine their own patient eligibility
criteria for discounted charges. Second, the law
is silent on hospital pricing practices for out-ofnetwork patients and casualty and workers’ compensation insurers. Third, for-profit hospitals
are not required to offer discounted prices to
uninsured patients. This study shows that forprofit hospitals are more likely than others to
have extreme markups.
The third solution is for legislatures to require
all insurers to use the same payment system but
not necessarily pay the same rates. In this payment system, all private and public insurance
plans would pay hospitals according to a single
payment method such as diagnosis-related
groups. The actual rates could differ from insurer
to insurer, but all insurers would base their rates
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on the same payment system. This would facilitate price comparisons since the negotiated prices are all based on a single payment method.
Besides facilitating price comparisons and price
negotiations, having a single payment system
has the added benefit of lowering administrative
costs to both insurers and providers.
One variant is to have the fee schedule negotiated periodically between representatives of
health insurers and representatives of health
care providers.6,24 Several countries, such as Germany, Japan, and Switzerland, use this type of
system.6,24 Another variant is to have the government determine the rate—a system that the State
of Maryland has been using for four decades.25 To
implement these two variants, admittedly, would
require fundamental changes to the current payment system and would be subject to considerable political challenges. While the larger political challenge is to get all insurers to pay the same
rates, an easier political challenge might be to
get all insurers to use the same payment system.

Conclusion
We found that fifty US hospitals had charges
that, on average, were ten times their Medicare-allowable cost. These hospitals’ charge-tocost ratios were more than three standard deviations above the US average, which suggests that
they are outliers and warrant additional scrutiny.
Our analysis showed that forty-nine of these fifty
hospitals are for-profit, forty-six are owned by
for-profit hospitals systems, twenty-five are in
just one for-profit system, and twenty are in Florida. These hospitals are outliers—the typical hospital charged 3.4 times its Medicare-allowable
costs, 20 percent of hospitals charged less than
twice their cost, and hospitals in Maryland had
markups of less than 1.5—lower than those of
hospitals in any other state.
The main causes of these extremely high
markups are a lack of price transparency and
negotiating power by uninsured patients, out-ofnetwork patients, casualty and workers’ compensation insurers, and even in-network insurers. Federal and state policy makers need to
recognize the extent of hospital markups and
consider policy solutions to contain them. Options include limitations on the overall chargeto-cost ratio, limitations on the charge-to-cost
ratio for specific services, some unified form
of all-payer rate setting, and mandated price disclosure. ▪
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APPENDIX: List Of The 50 Hospitals With The Highest Charge-To-Cost Ratios, 2012
Rank

Hospital Name (Affiliated System)

State

Ownership

Location

Beds

Teaching

Ratio

1

North Okaloosa Medical Center (CHS)

FL

For-profit

Urban

110

N

12.6

2

Carepoint Health-Bayonne Hospital (Carepoint)

NJ

For-profit

Urban

268

N

12.6

3

Bayfront Health Brooksville (CHS)

FL

For-profit

Urban

244

N

12.5

4

Paul B Hall Regional Medical Center (CHS)

KY

For-profit

Rural

72

N

12.5

5

Chestnut Hill Hospital (CHS)

PA

For-profit

Urban

129

Y

11.9

6

Gadsden Regional Medical Center (CHS)

AL

For-profit

Rural

300

N

11.9

7

Heart of Florida Regional Medical Center (CHS)

FL

For-profit

Urban

194

N

11.5

8

Orange Park Medical Center (HCA)

FL

For-profit

Urban

297

N

11.4

9

Western Arizona Regional Medical Center (CHS)

AZ

For-profit

Urban

139

N

11.4

10

Oak Hill Hospital (HCA)

FL

For-profit

Urban

236

N

11.0

11

Texas General Hospital

TX

For-profit

Urban

41

N

10.8

12

Fort Walton Beach Medical Center (HCA)

FL

For-profit

Urban

257

N

10.6

13

Easton Hospital (CHS)

PA

For-profit

Urban

221

Y

10.4

14

Brookwood Medical Center (TENET)

AL

For-profit

Urban

631

N

10.3

15

National Park Medical Center (Capella Healthcare)

AR

For-profit

Urban

163

N

10.3

16

St. Petersburg General Hospital (HCA)

FL

For-profit

Urban

215

Y

10.2

17

Crozer Chester Medical Center (Crozer-Keystone)

PA

Nonprofit

Urban

583

Y

10.1

18

Riverview Regional Medical Center (CHS)

AL

For-profit

Urban

281

N

10.0

19

Regional Hospital of Jackson (CHS)

TN

For-profit

Rural

115

N

9.9

20

Sebastian River Medical Center (CHS)

FL

For-profit

Urban

154

N

9.9

21

Brandywine Hospital (CHS)

PA

For-profit

Urban

169

N

9.9

22

Osceola Regional Medical Center (HCA)

FL

For-profit

Urban

257

N

9.8

23

Decatur Morgan Hospital - Parkway Campus

AL

For-profit

Urban

120

N

9.8

24

Medical Center of Southeastern Oklahoma (CHS)

OK

For-profit

Rural

148

Y

9.8

25

Gulf Coast Medical Center (HCA)

FL

For-profit

Urban

176

N

9.8

Rank

Hospital Name

State

Ownership

Location

Beds

Teaching

Ratio

26

South Bay Hospital (HCA)

FL

For-profit

Urban

112

N

9.7

27

Fawcett Memorial Hospital (HCA)

FL

For-profit

Urban

238

N

9.7

28

North Florida Regional Medical Center (HCA)

FL

For-profit

Urban

335

N

9.6

29

Doctors Hospital of Manteca (TENET)

CA

For-profit

Urban

73

N

9.6

30

Doctors Medical Center (TENET)

CA

For-profit

Urban

445

Y

9.6

31

Lawnwood Regional Medical Center & Heart Institute (HCA)

FL

For-profit

Urban

365

N

9.6

32

Lakeway Regional Hospital (CHS)

TN

For-profit

Urban

135

N

9.6

33

Brandon Regional Hospital (HCA)

FL

For-profit

Urban

398

N

9.6

34

Hahnemann University Hospital (TENET)

PA

For-profit

Urban

496

Y

9.5

35

Phoenixville Hospital (CHS)

PA

For-profit

Urban

137

N

9.5

36

Stringfellow Memorial Hospital (CHS)

AL

For-profit

Urban

125

N

9.5

37

Lehigh Regional Medical Center (CHS)

FL

For-profit

Urban

88

N

9.5

38

Southside Regional Medical Center (CHS)

VA

For-profit

Urban

300

N

9.5

39

Twin Cities Hospital (HCA)

FL

For-profit

Urban

59

N

9.5

40

Olympia Medical Center

CA

For-profit

Urban

204

N

9.4

41

Springs Memorial Hospital (CHS)

SC

For-profit

Rural

193

N

9.4

42

Regional Medical Center Bayonet Point (HCA)

FL

For-profit

Urban

272

N

9.4

43

Dallas Regional Medical Center (CHS)

TX

For-profit

Urban

176

N

9.4

44

Laredo Medical Center (CHS)

TX

For-profit

Urban

327

N

9.3

45

Bayfront Health Dade City (CHS)

FL

For-profit

Urban

120

N

9.3

46

Pottstown Memorial Medical Center (CHS)

PA

For-profit

Urban

193

N

9.3

47

Dyersburg Regional Medical Center CHS)

TN

For-profit

Rural

95

N

9.2

48

South Texas Health System (Universal Health Services)

TX

For-profit

Urban

816

Y

9.2

49

Kendall Regional Medical Center (HCA)

FL

For-profit

Urban

412

Y

9.2

50

Lake Granbury Medical Center (CHS)

TX

For-profit

Rural

43

N

9.2

SOURCE: Authors' analysis of Healthcare Cost Report Information System (HCRIS) computer files obtained from the Centers for Medicare and Medicaid
Services for 2012.

TEXAS VS FLORIDA
Comparison of Medical Schools
TX

FL

18

12

Avg State Funding for Teaching Hospitals

Pending data from TX

$53,096,608

Avg State Funding per Teaching Hospitals

Pending data from TX

$4,424,717.33

# ACGME Residency Slots Filled (AAMC, 2013) 2

7,204

3,632

# Medical School Graduates in 2015

1,667

1,201

# GME First-Year Slots available to 2015 Graduates

1,882

1,112

$13,798
59.40%

$20,242
49.80%

9

9

Public

8

6

Private

1

3

$224,574,834.00

$48,554,250.50

Public

$186,574,834.00

$48,554.250.50

Private

$38,000,000.00

$0.00

Enrollment in Medical Schools (AAMC, 2013)

7,135

4,781

Medical Degrees Awarded (FY 2013-14)

1418

662

1227

462

191

200

97%

97%

Public

96%

97%

Private

98%

98%

Teaching Hospitals
# Teaching Hospitals

1

Residency Slots

Avg State Funding per Residency Slot (State Contribution)
Percentage of Medical School Graduates Staying In-State for Residency (AAMC, 2013) 3
Medical Schools
# Medical Schools

Avg State Funding to Medical Schools

Public
Private
Avg Passage Rate for US Medical Licensing Exam – Step 1, Step 2 Clinical Knowledge and
Clinical Skills

1

This includes both public and private.
This includes both public and private.
3
UM (74 in-state and 117 out-of-state) 39% in-state.
2

TEXAS VS FLORIDA
Comparison of Graduate Medical Education (GME)

Teaching Hospital
Profile 1

•
•
•

TX
18 teaching hospitals
11 are Level 1 trauma centers
MD Anderson does not have a Level 1 Trauma
Center

•
•
•

12 teaching hospitals
5 are Level 1 trauma centers
Shands UF has a Level 1 trauma center

Demographics 2

•

16.8 % of the population is on Medicaid

•

17.5% of the population is on Medicaid

•

• No specific coordination of higher education
The Texas Higher Education Coordinating Board
governmental entities or medical schools with
was tasked by the Legislature with providing An
residency programs.
Assessment of the Opportunities for Graduates
of Texas Medical Schools to Enter Graduate
• Florida used to have a Graduate Medical
Medical Education in Texas, and include those
Education Committee, which was eliminated by
findings in a strategic plan.
the Legislature in 2010.
The Texas Higher Education Coordinating Board
has a stated goal of 1.1 : 1 GME slots to medical
school graduates.
The 1.1 : 1 ratio - for every 100 medical school
None.
graduates, the state aims for 110 open first year
residency slots. This keeps more graduates in
the state and provides extra spots to attract
international and out-of-state graduates to Texas
Texas retains 59.4% of its medical school
• Florida retains 49.8% of its medical school
graduates.
graduates.
Texas retains 57.9% of its GME resident
• Florida retains 58.7% of its GME resident
physicians.
physicians.

Coordination of
Education and
Healthcare
•

Ratio Goal 3

•

•
Turnover4

1

•

FL

The presence of a trauma center affects health outcome metrics.
According to the Medicare Hospital Quality Chartbook, Performance Report on Outcome Measures (CMS, 2014), “Among hospitals with the lowest proportions of
Medicaid patients, the median hospital-wide RSRR (risk-standardized readmission rate) was 0.5 percentage points lower than among hospitals with the highest
proportions.”
3
TX Higher Ed. Coordinating Board's April 2012 report outlined 1.1:1 goal by emphasizing the need for an increase in the number of first-year residency programs, alluding
to the reality when medical school graduates leave the state, the state's investment in medical education will leave the state.
4
Texas is better at retaining its medical school graduates while Florida is better at retaining its resident physicians Data acquired from the AAMC 2013 State Physician
Data Book.
2

•
o

o

Grant Programs

o
o
•
o

o

o

•
Funding Model
•
5
6

Five new grant programs addressing GME slots
were appropriated money in FY 14/15:
(1) Planning Grants: Ten awards of $150,000
each were awarded in Fiscal Years (FY) 2014 –
2015.
(2) Unfilled position grants and (3) New and
expanded program grants. Unfilled Position
Grants and New and Expanded Program Grants
are jointly funded from an appropriation of
$7.375 million. Statute mandates that each
awarded residency position be funded at
$65,000 per year, with the exception of Planning
Grant-supported new positions, which must be
funded at $35,000 per year.
(4) Primary Care Innovation Program: $2.1
million.
(5) Resident Physician Expansion Grants: $5
million
Family Medicine Residency Program:
Established in 1977 by the TX Legislature to
increase the numbers of physicians selecting
family medicine as their specialty.
Provides grants to Texas's nationally-accredited
family medicine residency programs and
provided funding support for 8,940 family
practice residents.
Funding recommendations are made by the 12member Family Medicine Residency Advisory
Committee to the Higher Education Coordinating
Board.
A residency program's director is the responsible
party for: applying for grants, notifying the
Coordinating Board if the program loses its
accreditation, and providing the Board with
reporting and auditing information.
Funding for residency programs goes to

•
•
•

•
•
•

Florida's Statewide Medicaid Residency Program
allocates $80 million per year proportionally to
hospitals based on number of residents. 5
Sacred Heart Hospital Rural Primary Care
Residency Program - $3 million.
Florida has no additional grants.

Florida's Statewide Medicaid Residency Program
allocates $80 million per year proportionally to
hospitals based on number of residents. 6
Florida has no additional grants.
Department chairs and program directors must
negotiate with hospital administration to secure

In 2013, Governor Scott's Florida Families First Budget created and funded GME through the new Statewide Residency Program.
In 2013, Governor Scott's Florida Families First Budget created and funded GME through the new Statewide Residency Program.

hospitals, not to the residency programs.
•
•

There are accountability measures in place for
any GME program receiving state-funded
grants.

resources for resident and fellow training.
Funding for residency programs goes to the
hospitals, not to the residency programs.

•

No current accountability measures, as the
federal GME funding model does not tie
accountability with funding.

•

Florida has restrictions for hospitals. AHCA
regulates. 7
Florida's lack of variety in its grant programs
creates no specific focus on any specialty
shortages.
One grant program exists to increase the number
of primary care physicians practicing in the
Florida Panhandle.

Example: GME programs receiving the Family
Medicine Residency Program grants must do the
following:
•

GME Program
Accountability

•

•

Certificate of Need
(CON)

•

Submit a series of reports to the Family Practice
Residency Advisory Committee (FPRAC) and
the Coordinating Board, including an annual
financial report, inventory, an independent audit,
future planning, and a roster of residents.
Funds provided through the grant are only
authorized for the following: salaries, equipment,
medical and office supplies, travel, resident
salaries and fringe benefits (liability insurance),
other operating costs, and certain fees (legal
services).
Programs are prohibited from using funds on the
following: capital expenditures, architect's fees,
feasibility studies, rent paid to a public medical
school, consultant fees, resident recruiting
expenses, application fees to the accrediting
body, etc.
Texas has no restrictions.

•
Projected
Specialty
Shortages

7

•

Two grant programs exist to increase the
number of primary care physicians practicing in
Texas.

•

Other states similar to Florida in demographics and size (CA, PA) do not have CON and have significantly more ACGME slots.

RECOMMENDATIONS FOR FLORIDA

COORDINATION: Establish a policy requiring the Board of Governors (BOG) to coordinate
with the Physician Workforce Advisory Council (PWAC) in establishing a strategic plan to
ensure medical schools and residency programs are working to reach shared goals.
GME SLOTS: Establish a policy of attaining a 1.1 : 1 ratio of GME slots to medical school
graduates, reaching the goal of having 110 open first year residency slots per 100 medical
school graduates. This will retain and attract the number of physicians needed to serve
Florida’s growing population.
COMPETITIVE GRANTS: Establish competitive grants in the education budget to foster
competition for funding among GME programs in Florida. Tie health outcomes to receipt of
those grants and create accountability provisions to be reported to BOG & the Physician
Workforce Advisory Council.
FUNDING MODEL: Grant funding should be provided to the GME program director and
accountability should rest under their purview. Grant program should require annual audits and
reviews, prescribe what the funding can and can’t be used for, and require future planning.
SPECIALTY SHORTAGES: Focus at least part of the funding specifically on residency
programs that will satisfy projected specialty shortages. Defer to research done through
coordination of BOG and PWAC.

