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n order to deliver high-quality and
cost-effective health care, hospitals
and hospital systems must be
financially healthy.  Like any large
employer, a hospital must stay acutely
aware of accounts payable and
receivable, payroll costs, utilities, and

much more.  Financial stability allows hospitals
to hone their focus solely on providing the
best care to their patients.

Financially
healthy Pa.
hospitals and
outpatient
surgery centers:
providing 
for good care
and a stronger
economy
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A thriving, healthy hospital facility means more, however, than better
physical health in your community. It also means well-paying jobs,
increased consumer traffic, and an improved quality of life for
residents. Lack of locally accessible, sound health-care providers, on
the other hand, can negatively impact the recruiting ability of other
local businesses.

According to The Hospital & Healthsystem Association of
Pennsylvania, hospitals are among the top five employers for 55 of the
67 counties in the Commonwealth.  Nearly 600,000 Pennsylvanians
work directly for a hospital or their jobs are dependent on hospital jobs.
Hospitals and health systems pump more than $14 billion into

Pennsylvania’s economy in the form of wages and salaries each year.
The men and women who work in Pennsylvania hospitals spend their
money on local goods and services—meaning that the ripple effect of a
financially distressed health system will likely hit Main Street.

Pennsylvania hospitals and health systems also help to attract a great
deal of research and grant money into Pennsylvania each year.  In
2010, Pennsylvania ranked fourth among all the states in National
Institutes of Health grant revenue—nearly $1.4 billion.

To help monitor the fiscal health of these vital community institutions,
the Pennsylvania Health Care Cost Containment Council produces
three financial analysis reports on Pennsylvania hospitals, providing
overall statewide data, as well as a financial profile of every facility in
the state. The 2011 Volume I report, which was released this past
spring, looks at the financial information for 165 general acute care
hospitals in the Commonwealth. Volumes II & III, detailing the

financials of ambulatory surgery centers and non-GAC hospitals
(rehabilitation, long-term acute, psychiatric and specialty) respectively,
will be released later this year. These reports have been released
annually since 1990.

Generally, the fiscal year 2011 picture is brighter for many
Pennsylvania hospitals than in recent years. The Volume I Hospital
Financial Report for Fiscal Year 2011 finds that the statewide total
margin for GAC hospitals was 6.93 percent—which is an increase from
the fiscal year 2010 statewide total margin of 5.26 percent. The overall
net income of GAC hospitals grew by $769 million to $2.69 billion,
with most of that gain coming from an increase in operating income.  

One area of concern is the growth in uncompensated care reported by
hospitals. Uncompensated care is the foregone dollar value of charity
care and bad debt. In fiscal year 2010, Pennsylvania hospitals claimed
$891 million in uncompensated care, but that rose by 11 percent to
$990 million in fiscal year 2011. Pennsylvania hospitals are closing in
on providing one billion dollars a year in care without compensation.

Uncompensated care delivered in hospitals is often a safety net for
many uninsured and underinsured members of our community, but it
could eventually affect the total operating margin of hospitals and
health systems. If left untreated, increasing costs of uncompensated
care will affect the financial health of our GAC hospitals.

PHC4 hospital financial reports serve as an annual check-up on the
financial health of Pennsylvania facilities. They provide easily
accessible, transparent information that can be used to identify outliers
and early warning signs of trouble.  Health systems may not exactly be
bell-weathers for a local economy, but their financial well-being
certainly impacts the community in many ways.

■ Kristine Warner is coordinator of Community and Government Relations for
the Pennsylvania Health Care Cost Containment Council.
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The HAP Economic Impact Report can be found at:
http://www.haponline.org/downloads

PHC4’s Hospital Financial Reports are available at:
www.phc4.org.

http://www.haponline.org/reports-facts/reports/
http://www.phc4.org/



