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The Three E’s

m Efficiency
m Effectiveness
m Economy
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Effectiveness

existing services

m Provide additional services or improve
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The Business of Ambulance
Services

m Complex economic
model

m Variability between
ambulance services

m Challenge to balance
expenses and
revenue

o
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Efficiency

m Do more with the same amount of
resources
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Economy

m Deliver the current level of services with

fewer resources
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The Unit-Hour

m An hour that an ambulance is staffed and
on duty

m Used in calculating productivity,
utilization, and costs
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Calculating Unit Hours

4 amb X 24 hrs X 365 days =
2 amb X 12 hrs X 365 days =
4 X 10 hr X 5 days X 52.14 wk =

Lh
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Calculating Unit Hours

4 amb X 24 hrs X 365 days = 35,040 uh
2 amb X 12 hrs X 365 days = 8,760 uh
4 X 10 hr X 5 days X 52.14 wk = 10,428 uh

TOTAL ANNUAL UNIT HOURS = 54,229 uh
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Calculating Unit Hours
4 — 24 hr. ambulances / 7 days per week
2 — 12 hr. ambulances / 7 days per week

4 — 10 hr. ambulances / 5 days per week

How many annual unit hours?

o

Lh

Calculating Unit Hours

4 amb X 24 hrs X 365 days = 35,040 uh
2 amb X 12 hrs X 365 days = 8,760 uh
4 X 10 hr X 5 days X 52.14 wk = 10,428 uh

[h
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Personnel Costs per Unit Hour
m 42 hours per week

= How many hours per year?
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Personnel Costs per Unit Hour Personnel Costs per Unit Hour

m 42 hours X 52.14 weeks = m 42 hours X 52.14 weeks = 2,190

= o ——=

Personnel Costs per Unit Hour Personnel Costs per Hour
m 42 hours X 52.14 weeks = 2,190 Total Staff Hours on Ambulance
Average Vacation = (105) ’ ’
Average Sick Time = ( 82)
Cont Ed/ Co. Meetings, etc. = (_40)
TOTAL AMBULANCE HRS = 1,963

Personnel Costs per Hour Personnel Costs per Hour
Total Staff Hours on Ambulance Total Staff Hours on Ambulance
Unit Hours ’ 54,229 Unit Hours ’
Hours per Year 1,963 Hours per Year
= crews = crews
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Personnel Costs per Hour Personnel Costs per Hour
Total Staff Hours on Ambulance Total Staff Hours on Ambulance
) ’ 54,229 Unit Hours ’
54,229 Unit Hours 1,963 Hours per Year
1,963 Hours per Year
= 27.63 crews
= 27.63 crews X 2 Crew Members = FTE's

= o ——=

Personnel Costs per Hour Personnel Costs per Hour

Total Staff Hours on Ambulance Average Wages for EMT-P = $60,000

54,229 Unit Hours ’ ’
1,963 Hours per Year Average Wages for EMT = $45,000

= 27.63 crews

X 2 Crew Members = 55.25 FTE’s

T FTo

Personnel Costs per Hour Personnel Costs per Hour
60% of FTEs are EMT-P 33 EMT-P X $60,000 = $
40% of FTEs are EMT
’ 22EMT X $45,000 = $ ’

55 X 0.60 = 33 EMT-P
55 X 0.40 = 22 EMT
TOTAL WAGES = $
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Personnel Costs per Hour Personnel Costs per Hour
33 EMT-P X $60,000 = $1,980,000 Total Amb Staffing Wages = $3,465,000
Total Unit Hours = 54,229
22 EMT X $45,000 =  $1,485,000 ’ ’
TOTAL WAGES = $3,465,000
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Personnel Costs per Hour Productivity
Total Amb Staffing Wages = $3,465,000 m The number of transports (revenue
Total Unit Hours = 54,229 generating services) per staffed hour
’ m Calculated by dividing the number of
= Personnel Cost Per Unit Hour or transports by the number of staffed unit
hours
$63.90

T FToo

Transports per Unit Hour Improve Efficiency
Total # of Transports = 14,000 m What if you could increase transports per
Total Unit Hours 54,229 unit hour to 0.31?

= 0.26 Transports / Unit Hour
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Improve Efficiency

14,000 Transports

=031

=

Improve Efficiency

0.31

14,000 Transports
= 45,161 Unit Hrs ’
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Improve Efficiency

$579,418 Reduction

9,068 Unit Hours X $63.90 per Unit Hour
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Improve Efficiency

0.31

=

Improve Efficiency

54,229 Unit Hours @ 0.26
45,161 Unit Hours @ 0.31 ’

9,068 Fewer Unit Hours
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Productivity Variables

:h m Emergency—0.12 — 0.40 transports/UH

m Non-emerg—0.30 — 0.60 transports/UH
= Rural—0.12 — 0.20 transports/UH ’
m Urban—0.35 - 0.60 transports/UH
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=

Utilization

m Includes responses with no transport

m Percent of Unit-Hours consumed by work

#I. Lh
Efficiency Opportunities

Match Staffing with Demand
Flexible Deployment Strategies
Reduce Time-on-Task

Others?

Improve Scheduling of Non-emergencies

‘ q
Cost Drivers

m Response Time
m Call Volume
= Unit Hour Costs
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Unit Hour Summary

m Productivity defines how much is
produced (transports) for a given
resource commitment (unit-hours) ’

m Utilization defines how many resources
(unit-hours) are consumed to produce
the product (transports)

EMS Cost Drivers
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Response Time

m The most costly product in EMS is the
delivery of response time performance

m Units have to be staffed in order to ’
respond quickly—even if no calls occur

m The “Cost of readiness”

Page 7

Doug Wolfberg
Page, Wolfberg & Wirth
www.pwwemslaw.com



Economic Efficiency & System Funding

N -

= Response Time Costs per Transport

$7,000

6,000

5,000

Cost Per Transport

-

2,000 \\
$1,000
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1 2 3 4 5 6 7 8 9 10
Minutes (90th Percentile)
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Revenue Sources

m Other Revenue
m Membership Programs
m Donations
m Miscellaneous Activities
m Sales of services
m Training
m Other lines of business

Pricing of Service
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Revenue Sources

m Fee-for-service
m Federal health programs
m Insurance companies
m Contracts
m Patients

m Subsidies

Lh

The Revenue Challenges

m Biggest payers reimburse less than cost
of providing services

m Ambulance services only collect 50-60%
of billed charges

m Myriad of rules and regulations to be
followed

[h

Cost Relationship to Price

m Prices should be based on costs

m Prices have to incorporate contractual
allowances and bad debt
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Charge Required to Cover Costs

Contractual
Allowances |

Net

s H Collections

$600 Average Charge

Impact on Revenue of Price Increases

250

Price-Subsidy Trade Off

$700

$600 | ——

s0 1 i

$550 500

$450  $400 S350  $300  $250  S200  $150  $100
Average Patient Charge
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Impact of Price Increases

m Diminishing returns as prices increase
m Increased charges do not equate to
increased payments for all payers
m Fee schedule payers
= UCR payers
m Medicare
m Medicaid
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Subsidies

m Subsidies provided by municipal
government

m Subsidies provided to public providers
m Subsidies provided to hospital providers
m Direct and Indirect
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