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What is NASHP’s Hospital Cost Tool?
• An online tool that purchasers and regulators can use to better 

understand and address hospital costs

• For example, the tool can help inform hospital rate negotiations or 

demonstrate hospital finances pre- and post- merger/ acquisition


• Identifies costs using data that hospitals report annually to the 
federal government


• Each hospital that serves Medicare patients must annually submit, and verify 
the accuracy of, a Medicare Cost Report (MCR) to the Centers for Medicare & 
Medicaid Services (CMS)


• MCRs provide hospital level data and are the only national, public source of 
hospital costs


• Developed by the NASHP, alongside Rice University and 
Mathematica, with support from Arnold Ventures

Key Data Metrics Include:

• Costs vs Charges (aka ”sticker prices”)

• Commercial Breakeven vs Commercial Price – 

the reimbursement rate needed to cover expenses 
vs the reimbursement rate received by the hospital


• Operating Profit Margin – earnings on hospital 
patient services


• Net Profit Margin – earnings retained by hospital, 
includes non-patient related income and costs


• Charity Care and Uninsured/ Bad Debt Costs

• Payer Mix Metrics, including payer-mix adjusted 

profit on each payer

• Labor Costs, Patient Volume, and more
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https://nashp.org/can-we-please-stop-fixating-on-hospital-chargemasters/
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Statewide Overview
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Texas Hospital Landscape
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Source: NASHP Hospital Cost Tool, 2021 Data

• There are 371 hospitals in Texas comprising 54,144 beds
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Net and Operating Profit Margins
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Source: NASHP Hospital Cost Tool, 2011-2021 Data

• Net profit margin includes other 
income/ expense such as 
investments and COVID-19 
relief funds. 


• Median TX net profit 
margin in 2021: 13.4%


• Operating profit margin 
includes only direct patient 
care, no disallowed costs (e.g., 
research, transfers to home 
office).


• Median TX operating 
profit margin in 2021: 10% 
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Profit Margins by Bed Size
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Source: NASHP Hospital Cost Tool, 2021 Data

• Texas hospitals are generally more profitable than their national counterparts

• Low operating profit margins for small (0-25 bed) Texas hospitals –  64% of these are Critical Access Hospitals
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Breakeven Analysis 
 
(State ! System ! Hospital)
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Breakeven Analysis
Example: Hospital A could cover its expenses if reimbursed 
by commercial payers at 155 percent of Medicare rates. 
However, it was paid 334 percent of Medicare (in aggregate 
from 2018 to 2020).

Source: NASHP Hospital Cost Tool, 2020 Data; price from RAND Corporation, 2018-2020 Data
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• NASHP’s Hospital Cost Tool calculates a hospital’s breakeven 
point: Revenue = Expenses


• Revenue includes payments from all sources. Expenses include hospital 
operations, administration, ancillary services, & non-operating expenses.


• NASHP Commercial Breakeven – how much a hospital needs to be 
reimbursed by commercial payers in order to cover its expenses


• Factors that impact breakeven: Medicare payment rate, hospital other 
income, reimbursement from other payers, reporting error


• RAND 4.0 Commercial Price – how much a hospital was reimbursed 
by commercial payers in aggregate from 2018 to 2020


• Breakeven and Price expressed as multiples of the individual hospital’s 
Medicare rates for comparability purchases

https://www.rand.org/pubs/research_reports/RR4394.html
https://www.nashp.org/why-compare-what-employers-pay-to-what-medicare-pays/
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Texas vs National Median Breakeven

Source: NASHP Hospital Cost Tool, 2011-2021 Data
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State System Hospital

• 2021 Median U.S. Breakeven: 100% of Medicare

• 2021 Median TX Breakeven: 99% of Medicare




nashp.org

Major Systems’ Breakeven vs Price
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Source: NASHP Hospital Cost Tool, 2021 Data; price from RAND Corporation, 2018-2020 Data

• Median TX 
Breakeven: 
99% of 
Medicare


• Median TX 
Price: 281% 
of Medicare


• Example: 
Further 
explore 
BS&W (Only 
in TX, close to 
TX median)


State System Hospital
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Baylor Scott & White
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Source: NASHP Hospital Cost Tool, 2021 Data; price from RAND Corporation, 2018-2020 Data

State System Hospital
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Round Rock Hospital (BS&W): 
Costs vs Charges Over Time
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Source: NASHP Hospital Cost Tool, 2011-2021 Data

State System Hospital

Round Rock Hospital (BS&W)

Charges: $1.7 billion in 2021

• the ‘sticker price’ set by the hospital 

for services


Costs: $343 million in 2021

• Hospital services: 


• Salaries & benefits; 

• Contracted services; 

• Equipment and supplies; 

• Rent, interest, depreciation, etc.


• Non-hospital services: 

• Research, 

• Joint ventures, 

• Ancillary services (parking lots, 

cafeterias, retail pharmacy, etc.)

https://www.nashp.org/can-we-please-stop-fixating-on-hospital-chargemasters/
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Round Rock Hospital (BS&W):  
Payer Mix Adjusted Profits
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Source: NASHP Hospital Cost Tool, 2011-2021 Data

State System Hospital

Round Rock Hospital (BS&W)
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Round Rock Hospital (BS&W): Uncompensated 
Care
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Source: NASHP Hospital Cost Tool, 2011-2021 Data

State System Hospital

Round Rock Hospital (BS&W)
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Round Rock Hospital (BS&W):  
Direct Patient Care Labor Costs
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Source: NASHP Hospital Cost Tool, 2011-2021 Data

State System Hospital

Round Rock Hospital (BS&W) Round Rock Hospital (BS&W)

• Direct Patient Care Labor Costs per Adjusted Discharge have risen steadily over time

• Contracted hourly rate spiked in 2021, standard hospital labor did not

• HCT also has labor metrics for overhead (e.g., housekeeping, maintenance), administration, and home office
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Round Rock Hospital (BS&W): Profit
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Source: NASHP Hospital Cost Tool, 2011-2021 Data

State System Hospital

• 2021 Net Profit Margin: 9%

• 2021 Operating Profit Margin: 35%

• 2021 Operating Profit per Adjusted Discharge: $5,770 


Round Rock Hospital (BS&W)
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Audited Financial 
Statements
Source: https://emma.msrb.org not https://tool.nashp.org/ 

https://emma.msrb.org/
https://tool.nashp.org/
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Hospital Closing
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What’s the financial condition of the Health System?
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WellStar Georgia Hospitals
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Source: NASHP Hospital Cost Tool, 2020 Data



nashp.org

Wellstar Financial Assets
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Source: https://emma.msrb.org
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Wellstar Net Assets

Source: https://emma.msrb.org

• Assets compared to 
Liabilities


• Wellstar 


• $3.7 billion (2021)


• Acute Care and CAH


• Can compare by states, 
bed size, ownership, 
health system 
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Health System and Hospital Outlook
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American Hospital 
Association
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Fitch Ratings – Outlook for 2023

• 75% operating expenses under pressure (labor, supplies, drugs)

• 2023 not expected to show a rapid operational recovery for most.

• If suffered significant operational losses, Break-even on a month-to-month basis should 

return sometime in 2023, with gradual improvement from there.

• If suffered only modest losses, return to profitability on month-to-month bases in late 

2022 or early 2023

Operating Margin vs Net Income Margin
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Atrium Health 
9-month Comparative Income Statement
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9/30/22 9/30/21Dollars in Thousands

Source: https://emma.msrb.org
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Source: https://emma.msrb.org

Includes 58 total net gain on investments ^
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Policy Solutions
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Resources: 


Model Act to Address 
Anticompetitive Terms in Health 
Insurance Contracts


Policy Brief: A Tool for States to 
Address Health Care 
Consolidation


Policy Brief: Weighing Policy 
Trade-offs: Overview of 
NASHP’s Model Prohibiting 
Anticompetitive Contracting

https://www.nashp.org/nashp-model-%20act-to-address-anticompetitive-terms-in-%20health-insurance-contracts/
https://www.nashp.org/nashp-model-%20act-to-address-anticompetitive-terms-in-%20health-insurance-contracts/
https://www.nashp.org/nashp-model-%20act-to-address-anticompetitive-terms-in-%20health-insurance-contracts/
https://www.nashp.org/a-tool-for-states-to-address-health-care-consolidation-prohibiting-anticompetitive-health-plan-contracts/
https://www.nashp.org/a-tool-for-states-to-address-health-care-consolidation-prohibiting-anticompetitive-health-plan-contracts/
https://www.nashp.org/a-tool-for-states-to-address-health-care-consolidation-prohibiting-anticompetitive-health-plan-contracts/
https://www.nashp.org/a-tool-for-states-to-address-health-care-consolidation-prohibiting-anticompetitive-health-plan-contracts/
https://www.nashp.org/weighing-policy-trade-offs-overview-of-nashps-model-prohibiting-anticompetitive-contracting/
https://www.nashp.org/weighing-policy-trade-offs-overview-of-nashps-model-prohibiting-anticompetitive-contracting/
https://www.nashp.org/weighing-policy-trade-offs-overview-of-nashps-model-prohibiting-anticompetitive-contracting/
https://www.nashp.org/weighing-policy-trade-offs-overview-of-nashps-model-prohibiting-anticompetitive-contracting/
https://www.nashp.org/weighing-policy-trade-offs-overview-of-nashps-model-prohibiting-anticompetitive-contracting/
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Resources: 


Model State Legislation to Prohibit 
Unwarranted Facility Fees 
Reporting Requirements


Report: State Policies to Address 
Vertical Consolidation in Health 
Care


Blog: Combat Rising Health Care 
Costs by Limiting Facility Fees with 
New NASHP Model Law

Prohibiting certain 
facility fees

• Site-specific facility fees: services rendered at physician practices and 
clinics located more than 250 yards from a hospital campus.


• Service-specific facility fees: typical outpatient services that are billed 
using evaluation and management codes, even if those services are 
provided on a hospital campus.

Reporting • Requires annual reporting of facility fees charged or billed by health care 
providers.

Authority • Delegates implementation authority to a relevant state agency


Enforcement 
Mechanisms


• An annual facility fee audit by the relevant state agency;  

• A private right of action for consumers; and 

• Administrative financial penalties against health care providers for 

violations.

What Texas Can Do To Address High Provider Costs
Prohibiting unwarranted facility fees

https://nashp.org/nashp-model-state-legislation-to-prohibit-unwarranted-facility-fees/
https://nashp.org/nashp-model-state-legislation-to-prohibit-unwarranted-facility-fees/
https://nashp.org/nashp-model-state-legislation-to-prohibit-unwarranted-facility-fees/
https://nashp.org/state-policies-to-address-vertical-consolidation-in-health-care/
https://nashp.org/state-policies-to-address-vertical-consolidation-in-health-care/
https://nashp.org/state-policies-to-address-vertical-consolidation-in-health-care/
https://nashp.org/state-policies-to-address-vertical-consolidation-in-health-care/
https://nashp.org/combat-rising-health-care-costs-by-limiting-facility-fees-with-new-nashp-model-law/
https://nashp.org/combat-rising-health-care-costs-by-limiting-facility-fees-with-new-nashp-model-law/
https://nashp.org/combat-rising-health-care-costs-by-limiting-facility-fees-with-new-nashp-model-law/
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nashp.org @NASHPhealth @NASHP

Thank you!
NASHP’s Health System Costs Resources:

• Written research and analysis & state legislative tracking

• Model legislation & regulation to address consolidation and more

• Hospital Cost Calculator & hospital financial transparency reporting template

• Available Now! Interactive Hospital Cost Tool

• https://www.nashp.org/policy/health-system-costs/ 

Maureen Hensley-Quinn

Senior Director of Coverage, Cost, and Value

National Academy for State Health Policy

mhq@nashp.org

https://www.nashp.org/policy/health-system-costs/

