4

 



Reimbursement and Profitability
Name of Student
Institution of Affiliation
Instructor
Date 

Reimbursement and Profitability
Cost shifting is a term used to describe how healthcare facilities charge more to patients with insurance than they charge those uninsured or those receiving government medical assistance such as Medicare and Medicaid for similar procedures. Cost shifting is premised on the fact that hospitals charge less amount to those uninsured than the actual cost of treatment thus making losses. To absorb themselves from such losses, they charge more to those who are insured to cater for the losses and ensure that they remain profitable in a manner that will enable them to continue dispensing health services (Mathauer & Dkhimi, 2019). Many healthcare facilities agree that cost-shifting is related to the government disbursement of Medicare and Medicaid and it affects third-party payers.
In order to control healthcare costs, the government reimburses care facilities less than the actual costs incurred in the provision of a service to Medicare and Medicaid patients. One study indicates that the government pays 95% of the cost of delivering the service through Medicare. For Medicaid, the amount is even lower. As a result, hospitals and care providers incur losses from government programs. To make up for the expenses incurred, healthcare providers and hospitals charge more for those with private insurance. Healthcare experts opine that one of the causes of the increase in healthcare costs is cost-shifting. When third-party payers are charged more by providers, premiums increase and this pushes healthcare costs even higher. This problem is expected to escalate as the government embarks on cutting the cost of its healthcare budget. Coupled with such a resolve, is the increase in the number of people eligible for government insurance. Research indicates that cost increases the cost of healthcare by $1800 per American family.

            The goal of every healthcare facility is to get fair compensation for their services and thereby ensure that they remain profitable. Two ways through which hospitals and care providers can achieve this objective by price negotiations and contracting of services. While doing these, care providers should ensure that they have an eye on the present and the future and strive for not only a good deal but also a lasting relationship with the parties involved.
            The rate paid by private insurers is a product of negotiating between the providers and the insurer. Providers need to factor in the costs of different procedures and the physician fee to guide them on how to price their services. Ultimately, the insurer will want to pay less to increase their profits while providers would wish to charge more to recoup expenses incurred by providing care to patients with public insurance and to increase their profitability. Generally, there is greater bargaining power in providers who serve a large population in an area.
            Contracting is one of the effective methods through which the healthcare industry alleviates costs while providing quality services. Contract organizations bring a wealth of experience in industry-leading practices and processes. They have specialized support staff who have great experience and who increases efficiency while working the support hospital and local teams. Contracting also eliminates hiring costs for support staff. Contracting is thus a means through which hospitals cut costs (Nazareth et al, 2017). Since profitability is a function of revenue and expenses, lowering the expenses incurred by the hospital leads to more profitability. The juicy part is that this is achieved without compromising on the quality of care.
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