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FOREWORD

s analysig of variation in income and expenae rutios among
mpmm short-texm general hospitals was started in the fall of
55 a8 & cooperative project undertaken by the Division of Fblic
Health Mothodh and e Commmtomton on Fininting ot oo spital Care

M;

h
formerly Chief Statistician of the Commlssion on Financing of
Hospital Care, is naw Statistician, United Cerebral Palsy Associa~
tons, Inc., New Y

Some of the data will appeax as part of the Commission’s re-
port, Valume 111, Factors Affecting the Cost of Haspital Care. "
Maispresd intekest in the problem of borpital finances bas led

cparation of the present brief report for simultaneous
Bublicacon by the Public Hedith Sesvize,

rateful acknowledgment ls made to the Americen Hospital
Aasocistion fov peoviiiig tne duca oa wbich the senty 15 base

Perrott, Chlef
Bivision of Pustic Health Methoda

June 1954
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INCOME AND EXPENSE RATIOS OF GENERAL HOSPITALS, 1951

Mach bae been written in recent years abou the financial plight

of American hospitals and the constantly

pital care, The pmem report analy

factors associated with the variation i baspitalincome and expense.

Guestions are considered: What proporrion of the

nonprofit short-term gn.mn Rospitale operate st 3 deficit, sna
he

larger or omaller staifs, and greater or lesser occupancy? How
much do hospitals vary in expense per patient day? What is the
relationship between expense and such items as bed capacity,
oceupancy, scope of program, and amount and source of income?

Material and Method

The information on hospital income and ex; ration.
derived from basic data snpplicdby the American Hoopital Absocia
o, ‘The ‘Assotiation hass in-the period since. 1946, developed &
system of amnual reporting of fairly comprehenaive daia on organi-
sation, facllities, sezvices, and finances of individual hospltale

sulting siatistien, which tre. pablished cach ye
Administrator's Guide isbue of the Association s Jovrnal
have added greatly to existing Inowlodge bont America
a8 & whole. Bressure on ation for the pzompl p\.umuo.,
o8 e Eiwrea, mowever, has Tmtred the amouet f aneh

e present study, which is essentially amore detailed analys
of cenim Portions of the data collected by the American Heaiint
A tion, wae a cooperative project u..amm.. by the Commis-
on on i i of Fubhn Hulm
Methods, "Public Hecith Service, U. 5. Depariment of Health,
Hunation, oo Weltasa. The Association made s achine tabuiation
cards available for the analysi

Only general hospitals caring for acate conditions, with a
average Lingih of patient atay of ess than 30 days, are included in
ihie study. Excluded are chronic disease and convalescent horpitals

culosia hospitals, or for allied .p.cm Rospitals that serve either

opecial groups of the population (such as industrial and pediatric

hospitals and school infirmaries) or that limit their services to

patients with certain diagnoses (such as obatstric and orthopedic
als).

hospi

Progsietary ot under governmental control. To obtain s
B e homopencass seoup. the peopeictary and gavermmental



hospitals have been excluded from the analysis. Since utilization of

v of members of religious ordera ailecls he operating ox-
pense of Catholic hospitals, institutions listed in the 1952 tory
of the Catholic Hospital Association are also omitred.

About three-fourths of the hospitals, inreplying tothe American
Hospital Association questionnaire, supplied all the key financial
temo_ reauized for this dotuiled analyais, These 1,515 hospitals

tal

account for 83 percent of the num! 5 in all nonprofit
Short-termn general haspltals, since rela ively mo Ia
Hospitals replied. For aach sise group, response was greatex in

e Northeast region than in the Notth Gentral, Souths and Wost.

The onaaire uged by the American Hospital Association
asked that statiatical data be reportedfor the yoar ended Septomber
5011951, or for the most recent 13-mon rom the replies
10'rates have heen computed for cach hoshital, 35 follow

oty M e

Total income N total income
per patient day = 565 ¥ average daily consus
Patient income per tient income

patient day 365 % average daily census

Percent patient income _ 100 x patient income.
of total income = ok tcome
Total expense . total expense
por paticnt day * 365w average dally Senew

Payroll . payroll
per patient day 365 average daily census
Percent payroll - 100 x payroll
of total expense = Sonal ckpense

Full-time paid personnel 100 x personnel
Per 100 patienta per day = iverage Jally consus

Pezcentdeficitor surplus | 100 (income - expense
of total expen R

ation, in. o of Gae raton-wtotsl axpenne pee patient
and percent defcit ox suspivs ot to s e related 1o
Vil e cher Gl Taas for m..p.o; hospialn caauiiied
on the bas “nd acilisie
Sk Slysts indicaies i rimasy Sty b oA
of hospitala which have relatively migh o um.v’lxy Tow per i




coste and of those which have deficie ar surplusea. Theae ratios
by cives o not explain wiy corts are Kigh or low or why
Ghiiclia o nerphuscs sceut In epecile noseitale: Betaled wbudy of
each hospital's program and financial structure would be required
for that purpose: Analysis of vaviation among groups of hospitale,
however, does provide a basia for development of importan
gencralizations and & framework by which an individual Hospital
may evaluate ite own poa

Bed Capacity and Operating Ratios

e smporiant characteriatics ofLarg hosptals i comparison
with mrmall hongitals. ave. blgh SeCuBALY ~alper Tond Aeresion of
Tiay, Wigh per Qiom incoms and svpenss: and & large mmber of
ersomet [ elatlon” o paient, Surpiuscs ars smailer and
Geticits are mare prevalent smong the 1srge houpits

age rates for nonprofit short-term general
lhnwn i table | Lor cach of four hospital sias groups: Tess than 50
50. 249,

igee
veleoted rates s iinstrated in Sgure 1and the porcentages are
Anr.h-dgd in table “ b e

Occupancy Rate

The average occupancy rate for the group of reporting he
is 75 percent, The well-recognized fact that the cccu
small hopitals tend to be lowsr than thove of large holplhll
receives further confirmation here in the increase in occu;

Witk lese than 30 beda to 75
percent in the hospitals with 250 beds or more.

These rates are average levels of occupancy and do not indicate
the variations that appear among hospitals cven in the same size
group: This spreadinbed ocsupancy
the haagitals withless thin 50 er:
undex 50 aad 3 percent bave. rates of 300

percent have rates of 90 or more. The peak accupancy rate is 6069,
for the two groups with less than 100 beds, and 70-79 for the two
groups of larger hospitals.

Hospitals in the North Central region have the highest average
gocapancy rate, T8 percent aa compared with Té percent for hospitats
in the Northcast region, 73 in the West, and 72 in the South. These
differencas among the regions are parily dne fo variation in
proportions of large and small haspitsls, When

however, the hospitals in the North Central re
High In sacapancy rates And those in the South io sank lov:

Average Length of Stay
The average length of time that patients atay in nonprofit short-
texm general hospitala is 8.0 daye, but therd is very moticeable




Sle L. Aversge ratos or 1,515 mrprofit 1/ short-ters genere) mapitat,
e o by bed capacity and region: 1951

Tncomo por patient, day
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jariation with sine of bespital. The average siay io 6.1 daye in
hospitals with Les than 50 beds and 9.4 days in hospiiats with 50
or beds, This longer period o hulplt:hxxl\un in the larger
houp\tall ie probably an indication that the more complicated types
of Cases axe cared for where apecialized Tocilities and sersice
are avatlabie.

ange in average length of stay is from about 3 to 13 days
tig: 1 e group of smallest hospitals only 7 percent heve an

average patient stay of e days, as compared ne.
third of argest hospitala. At the ciher cod ot ecel, 44
percent of the smallest hospitals show an av an

Edays s contraoted with only 1 pereent of the Torgest haspiiale,

the North Central, South, st sections of the country (7.8, 7.0,
% 8, respectively). This statement hold cach size
group. The hospital r more beds in the Northeast region

ToBort the longest average period of hospitalization per patient,
104 days, sbout 3 daye longer than the average for hospitale of
comparable size in the We,

Income Per Patient Day

g hospitals in thie ctudy seport an average of $19.28 a0 thetr
total income per patient day for al slae groups combited. Tncome
por patient ‘asy increases wi ot hospital, fram $15.49 In fhe
smallest sise group o $30.97in e Lazgess hospi

patients (including amounts paid on behalf of patients b

lea
fargest sine group. Larger hospitals may have svailable to hem
such sources of income a6 endewment revent

The spread in total income per patient day among the individual
institutiong e wide, Five percent of the hospitals have incomes of
less than $10p. entday, while |1 percent recsive $24 or mores

ong hospitale with leas tian 5 percent have incomes of
$20 or more in comparison with nearly half o the largest hospitals .
The poaks of the Income curves shilt orwazd by $2 intervals for
each of the successively larger size groups (fig. 1

I from paticnts per patient day, of course, shows the same
pattern of variation with bed capacity as total income, since on the
average it accounts for nearly nine-tenths of the total. One-sixth

incnme. 2nd en sdaitional one-third of the hospitals derive at least
5 percent of their income from services t -
thixd of the amallest hospitale are entiely dependent on pationts as



GoUPANGY RATE AVERAGE LENGTH OF STAY

e

2 E R
g | om [
§ ol TOTAL EXPENSE PER PATIENT DAY | PAYROLL EXPENSE PR PATIENT ORv

oot
FULL-TIME PAID PERSONNEL
PER 100 PATIENTS PER DAY
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100- 249

—— 2500 more

Flgare 1. Discebacon o 1515 onprofe sho
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fovrces of income in comparisan vith 1 pessent of the ergert
hospitals, as ahuwn beloy » ©

Income from patients as percent
Fra T

Leas than 10 percent of the hospitals in each size group derive as
much as one-fourth of their income from sources other than
patients.

Income per patient day 1o markedly high in the West because of
the charges in the hosplials in the Paciilc States. The average of

heast, §
Sicome 15 bighent ' the Bactfic haspitals in cvery bise §roup.

rom patients per patient day is $22.07 in the West
(sz; 58I the Pacitie sump It is $4 lower in the North Central
region and $6 lower in the Northeast and South sections of the
country. Hospitals in the g-ognpm divisions along the eastern
seaboard show the lowest income from patients to total
Income, raflecting the financial stracture of many lorgez and older
hospitals located in communities with a longstanding tradition of
charitable emtioamions b volunsary hosphiars.

Exp:nle Per Patient Day

e expenac fox the honpitals inhe study averages $10.67
s vise of hospliat 1 ‘expense pex patient day, from
an average of $14. u S hospitals with lega than S0 beca to $20.4 67in
those with 250 beds or more. Per diem expense increases
ity sieepes xaie than it Eor ox dlom incomne; w8
that the excess of income over expense decreases with an i
size of hoopital. it
aggregate Ahghu-pxnhmAlchllzegrwyxepcrtmtnm: n excess of
expense. For all size groups combined the excess is 3.3 percent.

The distribution of hospitals according to total expense per
pasient m Giiore maskediy armong the out slze groups (g, 1 B

st hospliais falls at $12 1o $14 In the smilleat
e yeoun 16 in the next two groups, and at $18 to $20 in
the larg

ol is the major item of hospital expense, accounting for 57
pereent of toral expense, with a range (rom 52 to 58 percent among



Table 2. Distribution of nomprofit 1/ short-tern goveral hospitals
according to elght rates, by bed caracity: 19
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e four pise groups. Payroll per patient day cesches o peak
Detween 6. ana 30 For hospivals with ess than Y00 bete; the Eeak
is $4 higher for the larger hospitals,

The proportior f employees required to care for
patients increases with the size of the hospital. The number of full-
fime paid por sonnel pex 100 patients por day --1 86 for all size groups
combined=-is 145 for hoapitals withleaa than 50 beds and 203 for the

largest hospitals. Within each size group, however, some hospitals
Tepart that the number of u-nployeel\umore than twice the average
e some report less than |

ey By sine. group the distribution of haspite

Bercent of hospitale by size

Full-time paid personnel Under S0= pECrS
“Per 100 patients per day TR M e
Total lo 100 100 100
Lens than 120, a1 1
|zw-1sv B 3 2 1
160- A 32 & 3
200 or more. [

Regional differences in per diem expense corsespond to tho
chacxved for per dlem income. Expenace, cepesially for payrall,
are highest n the Pacific States and loweat in the South for cach
size group.

Deficit or Surplus and Operating Ratios

i expense per patient day is an outatanding characteristic of
honpials itk dbiieiin. When ccmplred wm- hospitals of similar
ize with surpluses, those vith defic e low occupancy rates,
Tong, urattory b1 stays Tow ncome Trom pasients per patie ot sy,
o nigh e diem'eapense o8 Dot payroll and ihes enpenscs.

To study the di between hospitals operating with
spitals showing gurpluses the 1,515 hosgltals edes
considsration are divided into four graupu: (1] those itha deficit
nt or more tha deficit of less than 5 perc:
Y e whts awspie of16oe toan 3 porcent; bacluding the hn-pxull
 income cquals expense; and (1) those witha surplus
ent or more of total expense.

In 1951, three-fourths of the hosgitals were sbleto inance cuc-

t operati corne and only one-fou:
deficit.’ In terms of e centrepnrlldt[lcl £l 5 percent
or ‘more, while another 8 percent report a surplus amounting to

T Comission n Pl of sl Gt s b Aeric ol At -
o o 07 st et ol o e o, e i
bomiai i 0 dfict o s i S e e i nd 1. sl e

Do du e years




Table 3. Dericte or surplus aa percent of total expense for rouprofit 1/
ort-tern goneral hospitals, by bed capacity acd regton: 1951
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H n |z »
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w| 8 % [ 7
w0l 15 FEE i
w| o a o El
w| 3 E 2
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1/ Bxcludes Cathoic and govermment horpital

L5 s O ptate T reoried g ot .09 et 165,
£ 100-14.9 perseit T, aurpluses of 15.019.9 percent,

Surilunes of 2.0 percent or more

0 percent or more (table 3). Surpluses of 5 percent or more are
el e g hospitals.

More than one-third of the hospitals in the Northeast region
show s dofickt, Tn sontrast to-enesinih.of those i the Weot Eor
each size group, a larger proportion of the hospitals in the Weat
than in the Northeast region ahow a surplus of 5 percent or more.
In fact, over half of the hospitala in every size group in the Weat
report a surplus of this level (fig. 2).

o e hoaplials whth detoits and the hospltals with susplosee
compare in ing ratios is shown in n sach
size group, nccup re higher T the.ho
surplu ity Towest in ihe noepiiale with the
grnnu-z defidite: Thie Cnding o trates the aphorism that the moat
“expensive’ bed in the hospital is the unoceupied bed. The im-

.10 -



Bortance of the occupancy factor is demenstiated by the fact that it
the group with deficits had accommodated sulficient additional
patients to bring their occupancy o the level of the hospitals with

5 wiped oul."Thcee suppoaidions axe not whlly rediatey o
e Xed and variaie covta in ho
ey can be expected to resuit in 4
lex A,,m." I Sxpendinires, The Loy sccuraney amons
“with delie nta i pact for heir high corts pek
ng detic

the hospi
patient day an

Avezage length of stay, on the ether hand, s greater in the hos-

pitals with a deficit thanin those witha surplus for each size group.

Average patient stay in the largest hospitals with 1 5-percent-ar-
moze deficit days, as compared wit ays in hospitals

with s this magnitude, The hospitals with &

Ty tehehing oopiars Chevactesimen et Long stay and g

Deficit 5% Deficit Suw\us Surplus.
NORTHEAST ormore undsri erS%  Shormore
Under 50 beds V2, "ﬂﬁ :
50-99
100-249 /////////
250 or more V7%
NORTH CENTRAL|
Under 50 beds
-99

50 /////‘ %H}Fi-iﬂ :
100-249 / ]
250 ormore (777, ///Wa.
SOUTH
Under 50 beds
50-99
100-249
250 or more

100-249

Fluro . Prcenags dlriton of 1616 seprlte shorvsem sl
ulnsnluh ‘according to deficit or surpius, by region and bed capactry: 1951

-



Teble k. Avrage s for 1,95 verprois 3/ short-ters gers bospiteles
Y Vet capacity and doicit oF surplus: 1951
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expense per patient day.! The 1o n the “deficit" hospitals
may also result from a relatively hlxh .-m,,.,mun of complicated
ae ring a multiplicity of exp

deticits.

Among hospitals of the

income from paticnts and income from all other sources, however,
very definite relationshipy are ‘apparent, Income from patients 14
consistently low in hospitals withlarge deficite. While the data show

hat hospitala with 2 Gehicit have low er diem income £rom petionte,

igh from
patients as that of the hospitals with surpluses, the added revenue
would exceed the total deficits.

As would be expected, per diem expense increascs In line with
the decrense in surplus and fhe increase in deficit, Among the
7 for the hospitals
with a surplus of 5 percent or more and $26.52 for those with 2
deficis of 5 percent of more. a difierence of nearly

Both payroll expense and all other expense increase with a rise
in deficit, so that payroll as a percent pens: ins
faixly constant. The riac in payroll expense with size of hospital is
explained by increases in numbers of full “Amor
the largest hospitals, the average number of full-time employees
per 100 patients in hospitals with the greatest deficits exceeds by
0 the average in those with the grestest surplusss. Amang the
sma spitals the difference inpersonnel isles: relatively
g other™ xpenae.of the nospitare with dasicits 1s probesly
related to their low occupancy rate or may result from the inclusion
of the cost of major replacements or additional equipment as
operating expense

In studying theae data an slementto be considersd is the practice
followed by hospitals in handling depreciation and inter
frvented capitar: Although the mumber aihospitsta that inclads these
itema in statement~ of expense is apparently on the increase, i
Promably & safe s wmption that most hospitals are il not doing

O th Tmaplsls it doficis, 21 peccentare approved by the American Mediel Assaiaton for
esidoncias: 3 pls
o i




so. 1 it umed that an sllowsnce fox depreciation of 5 per

cont of cxpanse oh dhe(and\lnol)mcluded as paxt ‘hospital’s

xpenso. Then one-third of the hospitals would move Trom the sur-

phis into the deficit colurmn of table 3 e sddition, a 10-percent

Silowance for intorest on (avested capitsl should be included, all
TSI cons of the howpitals would show a deficit for the ¥

Per Diem Expense and Operating Ratios

Hoptiale with g expense pe patient day have Jow occupancy
Thdshort durstion of stay in comperison with low:expense
holplt‘ll e samme slze Tnc om patients and
e o coomes substantially ghor s per dicm ox-
iine “gocs up. bt surpluses become smaller. A relatively targe
Proportion of expenditures is absorbed by payroll, reflecting t
Eler Tatlo of personnel to patient

Table 5. Per dten expense for ronprofit 1/ shortters general Rospitals
Ty bed capacity nod Teglons 1951

— P ——
e AR
ALL hospitals 100 15 ) % 232/
. AEIEERE
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SRR
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OF thess 350 hospitale, 13 reports
93, expense of $22.00.423.95) ard 122, expen

e Tapoiie it et Teroil
El e s erzenae of 420.00-421.99
ot §2.00 o sore.




NORTHEAST _ eferse, Sgenee e parerse
Under 50 beds e e
50-99 v //4// 7 i
100-249 7/ o
250 or more. ///////////// AN

250 or more

SOUTH
Under 50 bes
50-99

V2
//////////////////

i ﬁ{wf

100-249

O 1 20 W 4 0 0 ™ s %0

Firs 3. Poreeage disbutn o 1516 omgrft st wrn pers
hosplials according o por diems oxpono, b regian and bed capeciy: 1951

Of the 1515 horpltls o the stady, 16 percent have 3 per dlems
expense of leas than $12, 35 pevcent axe in the group with expense
between $12 and $16, 26 ‘percent inthe group ereen 316 and $70.

o5 as

The frequency distributions in table 5 also pointup the regional
differences previously di d in terms of averages in table 1.
Almost half of the hospitals in the
of §20 or more, a proportion more than double that in any other
region.® On the other hand, 12 percent of the hospitals in the West

hospi o o
0 o 1 5 Smsz




Teble 6. Average rates for 1,515 nonprofit 1/ short-tern general hospitals,
"0y e copacity and expense por patient day: 1951

T par e Y
st cmetty | vaber| o, | wermge ForrenE
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e
ey tsr (ool ses | 126 | moa
oo 7,97 | 6.4k ] 5h.7 158 +h8
1017 | 7.79| 56.6 184 +3.8
i | 33| B8 | [ iiE
956 | 56 (naf 50 | ms [ess
S5 1% | e Bl | W 123
wits | oF |85 8o | e |17z
e e el B e =R
oo | 536 el sa | e [ aon
oo | 7 | el e | e |13
wp | ook | T8l 28 | an 133
ERGR Uk ol S O I
a8 | w0 58l ig [ oam | aze
$12.00- )5 99 . .20 7.79 | 60| sh8 15k + 5.4
g)&,un 19.99 17.92 | 2027 | 7.75| 36.8 186 + b5
G0 or nore 45 |05 | Bl 52| B 153
1163 649 | 5ak{ 55.8 139 +7.9
Wwid |7 | el 2D o | 103
s ey |1 me | ak | 125
a8 | 193 00| B2 1e3

1/ Fxciuacs Cathollc and govermmant Fospivals.

-6 -



have low per diem expensc (less than $12), a3 compared with §
percen of trose i the Northeaat region ane 21 pereent In he b
other reglons. The concentration of low per diemn expense la in the
Smalicat haspitals in aTl regions, a8 ilestrated in Agure 3

The relationships between per diem expense and the various
zatios within each siae groupure shown n table 6. When bed capacity

expense exceeds §20. In ihie same size group, aversge length of
stay drops {rom &9 & ong Hospitals with the lovest expense

o'5.3 days smong hospitals with the Hghest expens

These data apparently indicate that low occupancy
of hed capacity 1o an lmportant contribatery fActor to high coste.
h of siay, high expense pex patient day may

result from a apid b

patient's stay, then the longer stay a the hospitals with low
pex diem expenae explains in ‘part why these hospitals have low per
diem expen:

Income rises leas sharply b
the result that the. cxcess’ of Income over expense diminishes
6)

15¢ found among the erall hospitale with bigh per diem expenae.
Past of the reason may be that many of theae small hosy

faced with wnnsually high cpsediares fox equipmentor repais dar-
ing 1951--handled the costa as operating expemses rather than
thiough capital accounts and dopreciation fanda.

In 11 butshe smliest hosgiial the ratl of paycal cxpenae to
1 expenees inerenoes o o diemespenae Tocresses i

e h which spend loss Ban 8137 t cay

iy take 52 centy stevery dollas spant,compared with 60 centa
of every dollar among ihe hospitaie which spend $20ar more
Pationt day, The Inties hospitls spesd simost thies fimes 28 mach
for payroll per patient day e ik l'orm:r hoapitals, while other

expense itema take only twice as mucl

The reneon fox this sise in por diem paysoll expents is quite
clear {xom table 6. Hospitals which spend $30  da or

ploy 221 full time persons for every 100 patisnts in the hospital
at any one time, in contrast to a rate of 126 employces in the
Rospitals which sperd loss than $1

high ratio of paid employecs to palients,

pitals “either pay hig

Froportion of Lighly paid workers iae parroll expense increases
more sharply than the number of worker:

_ 19 -



Tile 7, Torcent of senrotit 1/ svort-tarm uaer possitata vith secicied
by bed capacity and expenso por patient day;
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Scope of Prngnm and Oparnllng Ratios
ospital are closely related, with

e as with
of serviccs have a high per diem expense and a small balance of
come over expense.

he relationship between kinds of services available and size of
hos) pm clearly demonstrated below. Without exception, the pro-

Greator in the larger than in the smaller sizs groope. Three ftems
selected for purposes of illustration show the variation with bed
it

Percent of hospitals with:
cil  Physiotherapy Menul Sgtene
Bed capacity Isboratory ~ department mic

12
20 4
59 12
91 40

increesing per diem cost.
For example, among the hosp 50 beds, b4 percent

ex Giem expenae of I n $12 have a clinical
Taboratory compared with 84 p-xc:ntollho-: wm. pex diem exyenl
of $20 or move. Obviously, 4 patie

sed
o service, since he neopyand cost of serices in large hespitals
ave usually greater than in small hospitals,

For analytical purposcs, the hoopitala bave been classifid into
four groups according to the mimber of selected Tacilities or

ia’ there a pattern? If two
Uachs ave. they.likely bo be the same four or combinations that sre
quite’ different?

able 8 provides a good indication of hat idnds of facilities wd
services ave apt to be included inany stated rvice

e hospltals with0-5 4 excent provide dugnonh: Crare

e basal m Solism apparatus, 59 percent have 4

chrucl\ L-bontury. 49 perc, trocardiograph, and 80

e of the 19 .pe:l[u: 'services are oifered by lobs than 10

rcent nl hospital 3-8 ervices. Thus, it s bosgital

Feevides four servicen, it 18 ot sertain that e four include

Fevgnostic X-ray, and highly ety that ot Teast &
il climett 1aberatary, oF electrosardior

-i9 -
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gragh, In the same way, if a hospital provides 16 services, the
omitted items are likely to be 3 of the following 5: seste thoss
X-ray, recovery

hygiene clinic, or occupational therapy department.

The relationship between the level of pex diem expense and the

pe of hospital service is apparcnt when per diem expense 1y
ps of hospitals classified according to the

with 1419 services have the Lowest pox diem expense but 51 per.
cent have the highest cost.

In all sections of the country an increase in scope of services
is associated with higher per diem expense (fig, 4), The assoriation
s not clear cut, however, since a substantial number of hospitals
offering few scrvices have high per diem conts,

Expense Expensa Epense  Expenss
NORTHEAST under $12 $12-9%15 S16-519_$200r more

mE
i

4o Porcenags distibuion of L515 ronproft shrt-rorm gosera s~
socordin 10 por die oxperss, by rogion and unbor o slesod
11




Table 10, Expense per pabdont aay for 1,515 renprofit 1/ short-tem general
ocpitals above ant bolow madfan bed capecity, by muaber of services: 1951

e —
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e i3
% Aas
] 3
@ a5 w07
8 e
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H %3 | B%
] sz #i
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1) Tclutes Gatholic s govermment Houpitals.
2/ o0 table B for Msting of serricen.

Both the rsnge o sexvices and thesize of the haspital have been

shown to be related to per diem ex hat size itgel is not a

ex diem expanas but is at best a rough gauge ia

mxlv gaally demonstrated. Thutin able 10, borpitalaaxe scparated

20 groups according to apecificd number of facilities or serv-

- 137, 3 and 20 foxth. Then the hospitais within o ach group
are ranked lccnxdhlg to the number

those above and below the me.

thegroups. the laxger hospitals have higher
ln ch- nlher 9 mny have lower costs, ! v ©

and effect, it is easy to sce that the scope of
the oupical program could well b the undexiying determinant of
pex diem exponae. At th becau high correla-

Eion between number of services and sine of hosptial, the Jatres oan

:




Table 1. Average rates for 1,515 nonprofit 1 short-tem genera) hospitals,
by nusber of aclected services aud dSFicit or surplies 1951
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e 2. dvernge 1,515 norprofit 1/ short-ter gencral hospitals,
o mber o% seloctes sabvidon Bed SKpeac P pevient days 199
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The importance of the number of an explanatory
factor in toat diisrentials among ;.a.pn. A u;a. o an cxamination
o rating ratios or houpitl
o g Cable 11)and u expense per patiest
e similun o abl 4, i e of sert
Beciune o the high degree
e

ociation bet
v-muo.. in operating x
the number
d-llc(u re Tound 1o have low occupancy, long paticnt 818y, low per
o income [rom pationt sousces, and hlgh Bor diem sxpona

L Slmilay table 12 canbe compared withtable b Among bospitals
similax number of services, thone with relatively ign per
dxem upenle tend to have low occupancy, s ‘ahort duration of star,

1oh Incomne trom all sources, a high po roeniage of expenditures
orbed by payrelly and a Migh ratio of personnel to patient.

Summary and Conclusions

The relationship between various characteristics of nonprofit
eral hospitals and the level of expense per patient

agnitude of deficits or surpluses

e bpariant chacacwsiatica. of hospitals. are

closely ohated to bed capacity and fo the scope af the service p
am, the relationships were examined for groups of hospi

Siih similar bed capacities and with the same number of freett

As _compared with mail houpitalg, the lazge hospital show
high occupancy ratcs, long duzation of stay, high por diew income
B e itats nd from ofher sources, bigh expanae per paticnt
day for payroll and for other itcms, a lrge amber of full -time
porsonnel in relation to patients, and a favorable financial
Saiance. Furihevmore, the proportion "t fotal income derived from
padent tends to be loland the proportianal ots! expense absorbed
By et vends to be High in the 1avge hos

hen the hospitale are classified by scope of
measured by 19 selecte s, the severan m
Taber.of services in the same manner 2 with i
scope of program is obviously the most important Beior aocting
e oval of per e con It general, the hospitals

= Thase which offor alimited mmber of services,
Dlough a bigh per diom expense dors notassure the presence of
road progeam, Becavas of m= cloge seistiontiip berween number
of o ze of h , Ded capacity can be ueed 20 s
e e bpcted evel of hoapiial Cost

rogram, o
y with
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out of four hospitals has a deficit in income in relation to
Expznle deficits being relatively more prevalent among the larger
ity or omber of sorvices is held conatant,
ave low occupancy rates, long avecagd

duration of
O diny boun phyroll and other Jtems], and igh proporiion

of Tull-time personnel in relation to patients.

nd $20 0x more per patient

Nearly one-fonrth of the hospital

dayr ol o those inthe largest size gronp have this high an
expenae rate. Among hospitals of comparable size or mambe:
sorvicos, those with high expense show low occupancy rates, hor

s intome per patientday (inchiding income from
from other sources), a
rd a L

rates, long average duration of stay, and low per diem income.
patients.

e function of a hospital is to provide service to the community
in accordance with accepted medu cal pratices. The provision of
snch service in the long run muat be balanced by income. Faced
vith limited income 2 hosgital Han' two .mmmm either t
restrict its program or to operate at a de pitals which
provide a bread scopo of setvice and thorofore liave high sxpon
incur a of doficis under prasent syatems of Rospital
financing.

Since, the lovel of per diem expense is closcly related to the
scope of the hospital scrvice program, evaluation of costs in
Individual hospitals must take into aceonnt the Aatare of fhe pro-
gram of services being allersd. The attempt mads in this paper

are needed to evaluate the cost in individual hospitals in relation to
the scope of their programa.
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