MEMORANDUM
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To:     
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March 2, 2008

Re:
Nurse Practitioner Market

One of the biggest dilemmas facing the American public and the health care industry is how to properly balance the tradeoffs between access to, quality, and cost of the care being provided.  The rising cost of health care has left millions of U.S. citizens priced out of the market and with no access to care.  Additionally, some widespread managed-care pay structures have ultimately led to a decline in the quality of care, as some providers have lost the incentive to continually improve their practices.
According to a study completed by Susan M. Schappert in 1999, physicians provided 95.2 percent of primary care services at ambulatory sites, followed by Physician Assistants (PA) at 2.6 percent, and Nurse Practitioners (NP) at 1.2 percent of services provided.  This is surprising given that other studies have estimated that NPs and PAs can administer roughly 90 percent of pediatric services, and 75 percent of adult services (Office of Technology Assessment, 1981 and Scheffler, 1996)
.  

With that being said, I believe there is currently an opportunity for upscale Nurse Practitioner (NP) clinics to establish themselves in the primary care environment.  Additionally, there is potential for NPs to move in to some sectors of specialty care, such as dermatology.  These clinics will be primarily staffed by NPs, as they have the ability to see patients and write prescriptions without the authorization of a physician, unlike PAs.  Being providers of primary care services, NPs also serve as the gateway to specialty care, which requires a partnership with others networks of physician and hospital services.  Additionally, the clinic group will have at least one physician on the board of directors to provide guidance and advisory services.  
The market of potential patients for this clinic group is quite large.  Many Americans, both insured and uninsured, are taking control of their health care as best they can in order to reduce costs.  With the increasing use of High Deductible Health Plans, a portion of the risk has shifted back to the consumer rather than the insurer.  One of the ways that savings can be realized is through the utilization of NPs.  Some studies indicate that an NP-managed clinic can save up to 50 percent of the total annualized per member monthly cost of a similar physician practice
.  Not only does it make primary care within reach of many who otherwise may not have been able to afford it, but there is no significant drop in the quality of care provided
.    
The clinic offices will be run in a manner similar to that of doctors’ offices, with a few subtle differences.  First, the clinics themselves will have an upscale look to them, with warm colors and modern furniture.  This is so the patient doesn’t feel as those they are at a doctor’s office.  This is a nominal upfront cost to be incurred during the construction or acquisition period of the clinic, but should make a significant difference in how the patient views the clinic.  Secondly, NPs are able to spend more time with each patient.  Thirty minute appointment segments will be planned rather than the typical fifteen minutes (or less) at a physician practice.  This enables the practitioner to get to know the patient on a personal level, becoming the provider that primary care once was, and needs to become again.   
Sectors of the industry that will be engaged include physicians and hospitals (through a specialty care referral network), pharmaceuticals (through prescriptions written by clinic NPs), and some segments of the medical device industry in order to allow certain testing to take place in-house.
While I believe that this business plan could work at a national level across the United States, it will be initially implemented in the Minneapolis-St. Paul Metropolitan Statistical Area (MSA).  This MSA provides a sizable population of more than 3.1 million residents
, and a relatively large immigrant population as well (who may find value is affordable health care services).   
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Annual Expenditures 6,667 $                           5,655 $                          

MSP/St Paul MSA Population (2006) 3,175,040                       3,175,040                      

MSA Health Care Market Size ($) 21,166,933,333 $         17,953,542,832 $        

Physician Market % 21.1% 21.1%

MSA Physician Market Size ($) 4,457,162,083 $           3,780,512,231 $          

Nurse Practitioner Capture % (Low) 75% 75%

Local MSA Potential NP Market Size (Low) 3,342,871,562 $           2,835,384,173 $          

Nurse Practitioner Capture % (High) 90% 90%

Local MSA Potential NP Market Size (High) 4,011,445,874 $           3,402,461,008 $          

Potential Revenues (Low, 5% Market Share) 167,143,578 $               141,769,209 $              

Potential Revenues (Low, .05% Market Share) 16,714,358 $                 14,176,921 $                

Potential Revenues (High, 5% Market Share) 200,572,294 $               170,123,050 $              

Potential Revenues (High, .05% Market Share) 20,057,229 $                 17,012,305 $                


In 2007, health care in its entirety was an enormous industry, representing over $2 trillion dollars in expenditures according to some estimates.  While conducting my own research based on data from Economy.com and the U.S. Census Bureau, I determined a level slightly below that estimate however, roughly $1.7 trillion.  From these two numbers I based my analysis in order to get a range of potential revenues for this business plan.  First, I divided these two sums by 300 million to get a per-capita expenditure amount.  From that point, I multiplied the per capita amount by the MSA population to get an estimated size of the area’s health care market in dollars.  I was able to determine the size of the physician ambulatory care marketplace in terms of revenue dollars by using the percentage found in the Federal Trade Commission’s “Improving Health Care; A Dose of Competition,” report.  

The next step was incorporating the rate of services that could possibly be provided by NPs.  I calculated two ranges of revenue based on capture rates of 75 and 90 percent.  From there, I projected an extremely optimistic market share capture of 5%, as well as a somewhat conservative .05% market share capture.  The range of potential revenues goes from $14.2 million up to $200 million.  However, during the initial five-year timeline, I believe a .05 to 1 percent market share estimate is more reasonable, yielding annual revenues between $14.2 million to $40.1 million.

The pressure is mounting for affordable, high-quality services in the health care marketplace.  Consumers do not just want affordable health care; they need it.  With such a small share of the care in the market currently being provided by NPs and other Advanced Practice Nurses, the potential to grow this segment of the industry is vast.  
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HC and Social Assistance

		

		Mnemonic:		SASRE62A.US

		Description:		Estimated Revenue for Employer Firms: Health care and social assistance, (Mil. $)  for United States

		Source:		U.S. Census Bureau: Service Annual Survey

		Transformation:		default

								Total

		1998		936690.00				936,690,000,000		0

		1999		976335.00				976,335,000,000		0.0423245684

		2000		1033029.00				1,033,029,000,000		0.0580681836

		2001		1115070.00				1,115,070,000,000		0.079417906

		2002		1207298.00				1,207,298,000,000		0.0827105025

		2003		1285518.00				1,285,518,000,000		0.0647893064

		2004		1379523.00				1,379,523,000,000		0.0731261639				Ambu Care Services		Physicians (within ACS)

		2005		1477951.00				1,477,951,000,000		0.0713492997				611,544,000,000		311,215,000,000

		2006						1,583,401,768,873		0.0713492997				41.4%		21.1%

		2007						1,696,376,376,260

								2,000,000,000,000		total expenditures from class notes

								2,000,000,000,000		total expenditures from class notes

										MSP/St Paul MSA Population (2006)		MSA Health Care Market Size ($)				MSA Physician Market Size ($)		Nurse Practitioner Capture % (Low)				Nurse Practitioner Capture % (High)

								Annual Expenditures						Physician Market %						Local MSA Potential NP Market Size (Low)				Local MSA Potential NP Market Size (High)		Potential Revenues (5% Market Share)		Potential Revenues (1% Market Share)

		Expenditures per person from Class Notes				High		6,666.67		3,175,040		$   21,166,933,333		21.1%		4,457,162,083		75%		3,342,871,562		90%		4,011,445,874		200,572,294		40,114,459

		Expenditures per person from my figure above (growing at 7%)				Low		5,654.59		3,175,040		$   17,953,542,832		21.1%		3,780,512,231		75%		2,835,384,173		90%		3,402,461,008		170,123,050		34,024,610





Ambu Care Services

		

		Mnemonic:		SASRE621A.US

		Description:		Estimated Revenue for Employer Firms: Ambulatory health care services, (Mil. $)  for United States

		Source:		U.S. Census Bureau: Service Annual Survey

		Transformation:		default

		1998		378125.00				378,125,000,000

		1999		394322.00				394,322,000,000

		2000		419402.00				419,402,000,000

		2001		453719.00				453,719,000,000

		2002		488619.00				488,619,000,000

		2003		526328.00				526,328,000,000

		2004		568247.00				568,247,000,000

		2005		611544.00				611,544,000,000





Physicians

		

		Mnemonic:		SASRE6211A.US

		Description:		Estimated Revenue for Employer Firms: Offices of physicians, (Mil. $)  for United States

		Source:		U.S. Census Bureau: Service Annual Survey

		Transformation:		default

		1998		191351.00				191,351,000,000

		1999		200242.00				200,242,000,000

		2000		213806.00				213,806,000,000

		2001		231327.00				231,327,000,000

		2002		248824.00				248,824,000,000

		2003		270327.00				270,327,000,000

		2004		290768.00				290,768,000,000

		2005		311215.00				311,215,000,000

								0.20





Populations

		

		Mnemonic:		POPA.MN

		Description:		Population: Total, (Ths.)  for Minnesota

		Source:		U.S. Census Bureau

		Transformation:		default

				MN Total		Minneapolis             -St Paul MSA		Hennepin County		Ramsey County

		Year

		2000		4934.19		2981.48		1117.82		511.41

		2001		4984.10		3024.41		1123.52		512.24

		2002		5020.62		3055.23		1120.87		509.66

		2003		5052.50		3081.98		1119.63		504.36

		2004		5085.63		3111.72		1119.42		498.89

		2005		5113.82		3141.05		1118.75		494.88

		2006		5154.59		3175.04		1122.09		493.22

		2007		5197.62

		Mnemonic:		POPA.MMIN

		Description:		Population: Total, (Ths.)  for Minneapolis, MN

		Source:		U.S. Census Bureau (BOC): Population Estimates; Moody's Economy.com Aggregated

		Transformation:		default

		2000		2981.48

		2001		3024.41

		2002		3055.23

		2003		3081.98

		2004		3111.72

		2005		3141.05

		2006		3175.04

		Mnemonic:		POPA.MN053

		Description:		Population: Total, (Ths.)  for Hennepin County

		Source:		U.S. Census Bureau

		Transformation:		default

		2000		1117.82

		2001		1123.52

		2002		1120.87

		2003		1119.63

		2004		1119.42

		2005		1118.75

		2006		1122.09

		Mnemonic:		POPA.MN123

		Description:		Population: Total, (Ths.)  for Ramsey County

		Source:		U.S. Census Bureau

		Transformation:		default

		2000		511.41

		2001		512.24

		2002		509.66

		2003		504.36

		2004		498.89

		2005		494.88

		2006		493.22





Sheet5

		

				MN Total		Minneapolis-St Paul MSA		Hennepin County		Ramsey County

		Year

		2000		4934.19		2981.48		1117.82		511.41

		2001		4984.10		3024.41		1123.52		512.24

		2002		5020.62		3055.23		1120.87		509.66

		2003		5052.50		3081.98		1119.63		504.36

		2004		5085.63		3111.72		1119.42		498.89

		2005		5113.82		3141.05		1118.75		494.88

		2006		5154.59		3175.04		1122.09		493.22

		2007		5197.62

						High		Low

				Annual Expenditures		$   6,667		$   5,655

				MSP/St Paul MSA Population (2006)		3,175,040		3,175,040

				MSA Health Care Market Size ($)		$   21,166,933,333		$   17,953,542,832

				Physician Market %		21.1%		21.1%

				MSA Physician Market Size ($)		$   4,457,162,083		$   3,780,512,231

				Nurse Practitioner Capture % (Low)		75%		75%

				Local MSA Potential NP Market Size (Low)		$   3,342,871,562		$   2,835,384,173

				Nurse Practitioner Capture % (High)		90%		90%

				Local MSA Potential NP Market Size (High)		$   4,011,445,874		$   3,402,461,008

				Potential Revenues (Low, 5% Market Share)		$   167,143,578		$   141,769,209

				Potential Revenues (Low, .05% Market Share)		$   16,714,358		$   14,176,921

				Potential Revenues (High, 5% Market Share)		$   200,572,294		$   170,123,050

				Potential Revenues (High, .05% Market Share)		$   20,057,229		$   17,012,305






