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Hospital and
Health Care Costs

Revised Gross National Product
(GNP) data recently released by the
Commerce Department indicate that
the nation’s output of goods and
services declined nine tenths of one
percent in the first quarter of 1982 ona
current price basis. After adjustment
for inflation, GNP fell 4.3%.

Certain measures of economic activ-
ity are termed “leading indicators”
because changes in their trend antedate
or “lead” the movement of the larger
economy. In recent months, several of
these data series have begun to move
upward, signaling near-term improve-
ment in the nation’s economic health.

Importantly, the reduced rate of
price inflation should provide a
sounder basis for renewed economic
growth than we have seen following
some other recent recessions. Stable
domestic prices should improve our
international competitiveness and re-
duce the appeal of many foreign
products which have established signi-
ficant positions in American markets.

Lower inflation, increased business
investment in plant and equipment
combined with a renewed emphasis on
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product quality appear to be the only
solutions to the competitive problems
of the beleaguered industries in the
nation’s industrial heartland.

During the first three months of
1982, the key measures of hospital
financial activity increased at lower
rates than during the fourth quarter of
1981 and the first quarter of 1981
(Table 1). Total hospital expenses rose
16.8% in the period following the 18.6%
increase in the last quarter of 1981 and
a near 20% rise in the first three months
of 1981. Inpatient expenses rose less
rapidly (16.5%), and the rate of increase
of total patient revenue fell more than
one and a half percentage points from
the fourth quarter level of 18.9%. A year
earlier, this measure stood at 19.1%.

Both expense and revenue per ad-
mission rates of increase declined
during the first quarter of 1982 as well.
The expense figure rose 16.8% after
increasing 17.9% in the final quarter of
1981. Corresponding revenue figures
were 18.3% and 17.3% respectively.

‘The pattern of general reduction in
hospital service utilization which
emerged in the fourth quarter of 1981
continued in the first three months of
1982. Total admissions actually de-

https://doi.org/10.1017/50195941700057660 Published online by Cambridge University Press

LEGISILATIVE NEWS

clined two tenths of one percent while
the growth in elderly admissions wasa
modest 1.1% in the quarter.

Numbers of patient days (total and
over 65), surgical operations and out-
patient visits also fell in the first
quarter while births increased four
tenths of one percent. Adult occupancy
fell 2% in the quarter. Only births and
adult occupancy registered declines in
the fourth quarter of 1981, and nearly
all of these utilization measures posted
significant increases during the first
quarter of 1981.

The first quarter of 1982 was marked
by further improvement in health care
price measures (Table 2). Though the
sector did not match the performance
of the broad all-items index of con-
sumer prices (up only six tenths of one
percent in the quarter following an
eight tenths rise in the fourth quarter
of 1981), gains were made in hospital
room charges and physicians’ fees.

The Consumer Price Index (CPI)
measurement of hospital room rates
climbed 3.7% in the first quarter —
down from the 5% increase posted in
the final three months of 1981 and
slightly lower than the 8.9% increase
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recorded in the first quarter of 1981.

Similarly, fees for physicians’ ser-
vices rose 2.3% in the first quarter
compared to an increase of 3.6% in the
initial three months of 1981 and a 2.7%
increase in the fourth quarter of 1981.

The broader CPI measures of Medi-
cal Care and Medical Care Services
(both up 2.8% in the quarter) generally
follow the movement of the physician
and hospital components.

These first quarter results are some-
what encouraging to those concerned
with the problems of rising health care
costs. The utilization data are particu-
larly of interest and continue to be the
key to most cost containment
objectives.
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