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Course Description:

This course examines advanced financial management concepts including supply/demand models, working capital, financial structure, cost of capital, costing and valuation. Discussions include both financial theory and policy with an emphasis on comparisons of integrated, profit/not-for-profit, and public/private health systems.

Each lecture will begin with theoretical material and then view the theory in the context of a particular application.  Classic and new research papers will provide much of the reading material.  Readings will be provided to you before class, with the exception of Finkler and Kovner’s textbook, which was required for N287D.  Journal articles should be available online through the UCSF library/PubMed system.

Course Objectives:

1. Explore financial theories related to healthcare workforce predictions and cycles including supply/demand.

2. Using a computerized data package, develop a predictive financial model for operations for one year and five year budgets.

3. Compare the foundations of corporate finance and use these foundations to analyze financial decisions made within health systems and other health organizations with particular emphasis on managed care and integrated models, urban/rural systems, profit/not-for-profit systems, and public/private systems.

4.  Develop an understanding of financial concepts including relative value weighting, capital budgeting and the choice of investment projects, optimal capital structure of an organization and how it is affected by taxes, and the notion of market efficiency.

5.  Explore the history of healthcare reimbursement, including inpatient and outpatient areas, and develop strategies to maximize reimbursement for a specific organization. 

Lecture Schedule:

3/29/2006 – INTRODUCTION TO FINANCE AND ECONOMICS


Theory: Basic economic principles, utility, marginal valuation, supply, and demand


Application: Nursing shortages


Readings:

Finkler, S.A., Kovner, C.T. (2000).  Financial Management for Nurse Managers and Executives (2nd ed.). Chapter 4.

Duffield C, O'Brien-Pallas L.  The causes and consequences of nursing shortages: a helicopter view of the research.  Aust Health Rev. 2003;26(1):186-93.

Huston CJ.  Quality health care in an era of limited resources. Challenges and opportunities.  J Nurs Care Qual. 2003 Oct-Dec;18(4):295-301.

Janiszewski Goodin H.  The nursing shortage in the United States of America: an integrative review of the literature.  J Adv Nurs. 2003 Aug;43(4):335-43.

Rivers PA, Tsai KL, Munchus G. The financial impacts of the nursing shortage. J Health Care Finance. 2005 Spring;31(3):52-64.

Spetz, J., Given, R. (2003). “The Future of the Nurse Shortage: Will Wage Increases Close the Gap?” Health Affairs, 22 (6): 199-206.

4/5/2006 – FINANCIAL SHEETS AND RATIO ANALYSIS


Theory: Measures of financial health of organizations


Application: Analysis of a hospital financial statement


Readings:

Handouts to be provided.

Finkler, S.A., Kovner, C.T. (2000). Chapter 6.

Evans M.  Good news, bad news. Hospitals' net profit margin up, operating margin down.  Mod Healthc. 2004 Nov 1;34(44):8-9.

McCue MJ, Thompson JM.  Early effects of the prospective payment system on inpatient rehabilitation hospital performance.  Arch Phys Med Rehabil. 2006 Feb;87(2):198-202.

Rosko MD.  Performance of major teaching hospitals during the 1990s: adapting to turbulent times.  J Health Care Finance. 2004 Spring;30(3):34-48.

4/12/2006 – CONTRACTING FOR SERVICES AND PURCHASES OF RESOURCES


Guest Lecturer: Davidson Bidwell


Theory: Purchasing services and hospital financial health


Application: University of California San Francisco purchasing department


Readings:

Finkler, S.A., Kovner, C.T. (2000). Chapter 15.

Long G. Pursuing supply chain gains. Healthc Financ Manage. 2005 Sep;59(9):118-22.

Neil R. Using data for supply cost reduction. Comparatively speaking. Mater Manag Health Care. 2005 Jul;14(7):18-22.
Scalise D.  Building an efficient supply chain. Hosp Health Netw. 2005 Aug;79(8):47-52, 2.

4/19/2006 – CAPITAL FINANCING AND CAPITAL INVESTMENTS


Guest Lecturer: Clifton Louie


Theory: Economic returns on investments


Applications: Capital purchasing decisions


Readings:

Finkler, S.A., Kovner, C.T. (2000). Chapter 11.

Baggot DM, Dawson C, Valdes MS, Zaim S.  Rethinking nurse recruitment: a return-on-investment approach.  J Nurs Adm. 2005 Oct;35(10):424-7.

Ettner SL, Huang D, Evans E, Ash DR, Hardy M, Jourabchi M, Hser YI.  Benefit-cost in the California treatment outcome project: does substance abuse treatment "pay for itself"?  Health Serv Res. 2006 Feb;41(1):192-213.

Menachemi N, Burkhardt J, Shewchuk R, Burke D, Brooks RG.    Hospital information technology and positive financial performance: a different approach to finding an ROI.  J Healthc Manag. 2006 Jan-Feb;51(1):40-58; discussion 58-9.

Stone PW.  Return-on-investment models.  Appl Nurs Res. 2005 Aug;18(3):186-9.

Whitley EM, Everhart RM, Wright RA. Measuring return on investment of outreach by Community Health Workers.  J Health Care Poor Underserved. 2006 Feb;17(1):6-15.

4/26/2006 –  INSURANCE AND HEALTH CARE DELIVERY


Theory: Purpose of health insurance, risk aversion, moral hazard, adverse selection, bargaining power


Application: Hospital ownership – systems and for-profit hospitals


Readings:

Buntin MB, Marquis MS, Yeglan JM.  The role of the individual health insurance market and prospects for change. Health Aff (Millwood). 2004 Nov-Dec;23(6):79-90.
Chernew, M.E., Hirth, R.A., Sonnard, S.S. (1998). Managed care, medical technology, and health care cost growth: A review of the evidence. Medical Care Research and Review, 55(3): 259-297.

Dudley RA, Miller RH, Korenbrot TY, Luft HS. (1998) The impact of financial incentives on quality of health care. Milbank Q. 76(4): 649-86, 511.

Enthoven, A.C. (1993). “The history and principles of managed competition.” Health Affairs, 12 (supplement): 25-48.

Enthoven, A.C. (2003). “Employment-based health insurance is failing: Now what?”  Health Affairs web exclusive, May 28.

Guendelman S, Wier M, Angulo V, Oman D. The effects of child-only insurance coverage and family coverage on health care access and use: recent findings among low-income children in California. Health Serv Res. 2006 Feb;41(1):125-47.

Hopkins S, Zweifel P. The Australian health policy changes of 1999 and 2000: an evaluation. Appl Health Econ Health Policy. 2005;4(4):229-38.

Miller RH, Luft HS.  2002.  HMO plan performance update: An analysis of the literature, 1997-2001.  Health Affairs 21(4): 63-86.  See also followup letters in Health Affairs 21(5): 303-305.

Nyman JA.  Is 'moral hazard' inefficient? The policy implications of a new theory.  Health Aff (Millwood). 2004 Sep-Oct;23(5):194-9.

5/3/2006 – HOSPITAL AND HEALTH SYSTEM OWNERSHIP


Theory: Ownership form, theories of competition


Application: Managed care and national health insurance


Readings:

Finkler, S.A., Kovner, C.T. (2000). Chapter 2.

Fuchs, V.R. (2002). “What’s ahead for health insurance in the United States?” New England Journal of Medicine, 346 (23): 1822-1824.

Nicholson, Sean, Mark V. Pauly, Lawton R. Burns, et al.  2000.  “Measuring Community Benefits Provided by For-Profit and Nonprofit Hospitals.”  Health Affairs, 19 (6): 168-177.

Preyra C, Pink G. Scale and scope efficiencies through hospital consolidations.  J Health Econ. 2006 Mar 20; [Epub ahead of print]
Reinhardt, Uwe E.  2000. “The Economics of For-Profit and Not-for-Profit Hospitals.”  Health Affairs, 19 (6): 178-186.

Robinson, James C. 2000. “Capital Finance and Ownership Conversions in Health Care.” Health Affairs, 19 (1): 56-71.

5/10/2006 – COST ANALYSIS – INTRODUCTION AND REFRESHER


Theory: Types of costs


Application: Next week’s lecture!


Readings:

Finkler, S.A., Kovner, C.T. (2000). Chapter 7.

Cleverley WO, Cleverley JO.  Scorecards and dashboards: using financial metrics to improve performance. Healthc Financ Manage. 2005 Jul;59(7):64-9.

Foley R.  Learn to speak finance.  Nurs Manage. 2005 Aug;36(8):28-33; quiz 33-4.
Greene J. At the top of their game. Fewer deaths and complications, better financial performance are among hallmarks of Solucient's 100 Top Hospitals. Mod Healthc. 2006 Feb 27;36(9):24-6, 28.

Hibbard JH, Stockard J, Tusler M. Hospital performance reports: impact on quality, market share, and reputation. Health Aff (Millwood). 2005 Jul-Aug;24(4):1150-60.

Kurtzman ET, Kizer KW. Evaluating the performance and contribution of nurses to achieve an environment of safety. Nurs Adm Q. 2005 Jan-Mar;29(1):14-23.
Shortell SM, Schmittdiel J, Wang MC, Li R, Gillies RR, Casalino LP, Bodenheimer T, Rundall TG. An empirical assessment of high-performing medical groups: results from a national study. Med Care Res Rev. 2005 Aug;62(4):407-34.


A DIGRESSION ON REGRESSION


Theory: Statistical methods


Application: How to forecast using multivariate regression

5/17/2006 – CONTRACTING FOR PROVIDERS AND PATIENTS


Guest Lecturer: Peter Casas **This lecture will be held at his office**


Theory: From the lecture on managed care


Application: UCSF insurance contracts


Readings:

Finkler, S.A., Kovner, C.T. (2000). Chapter 2.

Chu HL, Liu SZ, Romeis JC. Does capitated contracting improve efficiency? Evidence from California hospitals. Health Care Manage Rev. 2004 Oct-Dec;29(4):344-52.

Colias M. Ready to rumble.  Hosp Health Netw. 2006 Jan;80(1):32-4, 36, 2.

Mays GP, Hurley RE, Grossman JM. An empty toolbox? Changes in health plans' approaches for managing costs and care. Health Serv Res. 2003 Feb;38(1 Pt 2):375-93.

Rosenthal MB, Frank RG, Buchanan JL, Epstein AM.  Scale and structure of capitated physician organizations in California.  Health Aff (Millwood). 2001 Jul-Aug;20(4):109-19.
Tompkins CP, Altman SH, Eilat E.  The precarious pricing system for hospital services. Health Aff (Millwood). 2006 Jan-Feb;25(1):45-56.

5/24/2006 – ANALYSIS FOR DECISION-MAKING


Guest Lecturer: James Bennan


Applications: Forecasting unit budgets, allocating funds to capital acquisition, and creating a healthy financial organization in preparing for issuing bonds


Readings:

Finkler, S.A., Kovner, C.T. (2000). Chapters 8, 11, 12, 13, 14, 16, 18.

Clark JJ. Improving hospital budgeting and accountability a best practice approach. Healthc Financ Manage. 2005 Jul;59(7):78-83.

Contino DS. Budget training: it's overdue. Nurs Manage. 2001 Aug;32(8):16-7.
5/31/2006 – COST-EFFECTIVENESS AND COST-BENEFIT ANALYSIS


Theory: Economic measures of costs and benefits


Application: Sixth Stool Guaiac Test


Readings:

Birch S, Gafni A.  The biggest bang for the buck or bigger bucks for the bang: the fallacy of the cost-effectiveness threshold.  J Health Serv Res Policy. 2006 Jan;11(1):46-51.
Douglas HR, Normand C. Economic evaluation: what does a nurse manager need to know?  J Nurs Manag. 2005 Sep;13(5):419-27.

Mark, D.H. (2002). “Visualizing cost-effectiveness analysis.” Journal of the American Medical Association 287 (18): 2428-2429.

Neuhauser, Duncan, and Ann M. Lewicki. 1975. “What Do We Gain From the Sixth Stool Guaiac?”  New England Journal of Medicine, 293 : 226-228.

Stone PW, Curran CR, Bakken S.  Economic evidence for evidence-based practice. J Nurs Scholarsh. 2002;34(3):277-82.
Tarricone R. Cost-of-illness analysis What room in health economics? Health Policy. 2005 Aug 31;
Assignments:

	Assignment
	Due date
	Share of grade

	Problem Set 1 (includes ratio analysis)
	4/26/2006
	30%

	Proposal for final project
	5/3/2006
	10%

	Problem Set 2 (includes budgeting and forecasting)
	5/31/2006
	30%

	Final project 
	Final exam
	30%


