Overview of California’s Blood Supply System 

and the Challenges it Faces
California’s blood is supplied to hospitals and clinics by non-profit blood collection centers, hospital-based blood centers, and out-of-state sources.  Non-profit blood banks represent the largest share of the market supplying between 90 and 95% of the blood used in California.  Currently, the capacity of these non-profit blood centers to stay in business and continue supplying blood is threatened by insufficient reimbursement.  Fourteen out of the eighteen major blood banks in California anticipate reductions in operations or closure due to decreasing operational funds.  Blood centers state that economic difficulties particularly threaten their outreach campaigns and efforts to increase the number of Californians who donate blood.  Since 1997, California’s non-profit blood centers have lost 33 million dollars in earnings.  These losses are partially a result of Medi-Cal and private insurers’ reimbursements which are lower than the centers’ cost of production.  If California’s non-profit blood centers continue to lose money many are likely to go out of business and the state’s blood supply will be affected.

California’s blood supply challenges are shared at the national level

The National Blood Data Resource Center (NBDRC), an affiliate of the American Association of Blood Banks, predicts a national blood shortage for the year 2000.  Although the accuracy of NBDRC’s predictions are contested, there is a general agreement that a shortage of blood exists.
  The NBDRC estimates that in the year 2000, Americans will donate 11.7 million pints of blood, but 11.9 pints of blood will be needed.  NBDRC attributes this shortage to a number of factors including blood safety standards that limit potential donors, a lack of eligible Americans who donate blood, and an increase in the elderly population who tends to consume higher amounts of blood. Though 47% of Americans donate blood once in their lives, only 5% of Americans eligible to donate blood do so every year.  According to NBDRC, in the year 2000, there will be a need for an increase in the number of Americans who donate blood to meet the projected demand.

The Federal Drug Administration, the Surgeon General, Blood Banks, and other interested parties are strategizing to increase blood supply in the United States for the year 2000.  Strategies under consideration include: outreach campaigns to increase the number of blood donors; education efforts to inform the public of the need for blood; and improvements in monitoring efforts to better assess the need and availability of blood.  Longer term strategies include regulatory changes to accept donations from donors who are considered safe but are currently deferred and developments of therapeutic alternatives to blood.
 

In addition to projected blood shortages, the American Association of Blood Banks (AABB) alerted the national Public Health Service Blood Safety Committee of the financial challenges faced by non-profit blood banks nationally.  AABB stated that blood safety standards have raised the cost of production for a pint of blood above the Medicare and Medicaid reimbursement.  Medicaid and Medicare reimbursements, in turn, guide private sector reimbursements.  Thus, blood centers are not reimbursed for their cost of business and the financial viability of their enterprises is threatened.  The disparity between the cost of production and reimbursements for blood is likely to worsen as new tests develop and blood safety requirements expand.  Currently, the expansion of required blood tests to include testing for Hepatitis C and the exclusion of those exposed to “mad cow’s” disease from the pool of eligible donors is under consideration.  Additional tests and limitations of donors may further limit blood availability and threaten the fiscal stability of non-profit blood centers.  As a result of these challenges, AABB claims that blood banks nationally are approaching a time of financial difficulties and will be forced to make some adjustments.  

Blood Centers face a growing disparity between the cost of blood production and reimbursements 

Since the late 1970s, the cost of a pint of blood has risen from approximately $35  to $90.  This rise in cost of production has been largely due to changes in blood safety standards and increases in the number of tests blood banks must perform.  In the last fifteen years, blood centers have been mandated to test blood for seven different viruses. These expansions of blood safety standards and mandates of higher number of tests have come without accompanying adjustments in reimbursements or partial government subsidies to offset increases in costs.  As a result, blood banks have funded the start up costs and implementation of new testing standards without an increase in their revenue.  The current situation is not sustainable and blood banks at the federal level are drawing governmental attention to this issue in order to remedy the problem.  

In August of 1999, the Advisory Committee on Blood Safety and Availability to the U.S. Department of Health and Human Services considered the economic difficulties faced by blood centers, the cause of these difficulties, their threat to blood availability and potential solutions to this problem.  Representatives from blood centers testified on the disparity between blood reimbursements and the cost of blood production.  They stated that as aforementioned, expansions of blood safety measures have led to a higher cost of production than the established reimbursement.  Blood centers argue that changes in blood reimbursements have not increased at the same rate as increases in cost, therefore, many blood centers are operating at a net deficit per pint of blood.  In addition to the increase in the cost of blood production as a result of enhanced blood safety measures, blood centers argue that faulty methodology led to an incorrect assessment of the cost of blood production by the Health Care Financing Administration.
  This disparity and the economic difficulties it poses for non-profit blood centers threatens the continued services of blood centers and blood availability. 

The problem blood centers face suggests an obvious solution.  The cost of blood production exceeds its reimbursements.  Hospitals and service providers need blood for their patients.  Blood centers control the supply of blood.  The question that begs asking is -- with a steady need for their product and control over the supply, why don’t blood centers raise the price?  Blood centers argue it is not so simple.  They claim that the market alone does not address the challenges they face.  Blood centers argue that unlike pharmaceuticals, they do not control the price of blood as the cost of blood is mandated by government controlled blood safety standards, and price is dictated by Medicare and Medicaid reimbursements, which, in turn, set the price for private clients.
  Therefore, blood centers argue that the disparity between the cost of blood production and its reimbursement calls for government attention and intervention.   

The advisory committee, though arguably unconvinced by the blood centers’ argument is exploring this issue and considering working with Congress to increase Medicaid and Medicare funding to account for what blood centers argue is an insufficient blood reimbursement.  While these efforts are underway, a closer look at the system for determining reimbursements suggests structural changes are necessary to prevent this situation from happening in the future.  Currently, structural challenges limit government’s effectiveness at addressing reimbursements for blood.  Given that two separate agencies are responsible for defining blood safety standards and establishing blood reimbursement rates, changes to blood safety standards do not automatically trigger a revision of the reimbursement.  As a result, non-profit blood centers need to comply with the expansions of blood safety standard without receiving increased reimbursement rates to cover the new cost of blood production.  Blood centers suggested that the Advisory Committee on Blood Safety and Availability to the Department of Health and Human Services work to improve the communication between the Food and Drug Administration and the Health Care Financing Administration.  

California specifics
Blood experts in California claim that the state’s blood supply challenges are more severe than those at the federal level.  Last year, the Blood Centers of California, providers of 90% of California’s blood, received requests for 200,000 more pints of blood than what they collected. The blood needed, in excess of what the Blood Centers of California had available, was supplied by hospital-based blood banks and out-of-state resources.  Some argue that the limited supply of hospital blood centers and the potential difference in the screening of out-of-state blood, limits the long-term viability of depending on this blood.  Therefore, California needs a steady and potentially larger stream of blood donors to meet the state’s demand for blood.

Since 1994, California has had at least three regional blood shortages, mostly during the holiday season when donors are less likely to give blood and people are most likely to need it.  Nationally, blood centers are most likely to experience blood shortages during the summer months and the holiday season.  Scheduled vacations and holiday festivities reduce the number of people who donate blood.  Given the limited shelf-life of blood and the reduced number of donors during these seasons, blood centers tend to experience blood shortages during the summer and holiday months.  In the recent past, that has meant a series of blood shortages in the Los Angeles Area and the Bay Area, as well as a lower supply of O type blood in other areas of California. 

However, the most serious threat to California’s blood supply is not an issue of need of donors, rather it is the economic difficulties faced by non-profit blood centers which have lost 33 million dollars since 1997.  Fourteen out of the eighteen non-profit blood centers that supply California with 90% to 95% of its blood are operating at a deficit.  Though we do not know how much less than the actual costs reimbursements are in a statewide perspective, we know that at least one blood bank charges $100 per pint but has a cost of production of $105 per pint.  

What can be done to ensure California’s Blood Centers stay in business?

Although blood safety standards and reimbursements, both of which affect the cost and price of blood, are established at the federal level, California can act in a number of ways to protect the state’s blood supply.  California can assess Medi-Cal blood reimbursements to determine whether they are insufficient at meeting the cost of blood production.
  The state can increase Medi-Cal reimbursements to cover the true cost of blood production. California also can conduct evaluations to ensure that new blood safety standards are accompanied by revisions to established reimbursement rates.  In terms of increasing blood supply, the state could support public education efforts to increase blood donation among eligible potential donors.  Furthermore, California could advocate at the federal level for increased Medicare and Medicaid reimbursements for blood, as well as a closer relationship between the agencies (FDA and HCFA) that stipulate blood safety standards and reimbursements.  

Blood and Blood Banking: How the system works - from facts about blood - AABB

Every year 8 million donors give 12.6 million units of blood that are consumed by four million patients.  Approximately 32,000 units of blood are needed every day.  The largest consumers of blood are cancer and surgery patients, accident victims and elderly people.  People over 65 years of age compose 13% of the population and 25% of all recipients of blood transfusions.  The average blood donor is a white, college educated man between the ages of 30 and 50 who has an above average income. 

There are two types of blood donations: autologous donations and allogenic donations.  Allogenic donations represent the vast majority of donations and are general donations from one person to whoever may need the blood.  Autologous donations, which account for about 640,000 of the 12.6 million yearly donations, refer to donations made by oneself for self-consumption usually donated a few weeks before a non-emergency surgery.

Blood can be donated at non-profit blood banks or hospital-based blood centers. Non-profit blood banks account for 88% of all collected blood.  

Donated blood is tested for blood type, Rh type, hepatitis viruses B and C, human immunodeficiency viruses (HIV) 1 and 2, human T-lymphotropic viruses (HTLV) I and II and syphillis.  In addition to performing these tests, blood centers screen donors who may have been exposed to Malaria, Babesiosis, Chagas disease, Lyme disease, Hepatitis and more recently Creutzfeldt-Jakob disease.  Blood centers also screen out those who may engage in “high-risk behaviors”.

Donated blood is separated into red blood cells (used to treat anemia - can be refrigerated for 42 days or frozen for 10 years), platelets (used to control bleeding and for leukemia patients - stored at room temperature for five days), fresh frozen plasma ( control bleeding - can be frozen up to a year), Cryoprecipitated AHF (control bleeding - frozen up to a year), and granulocytes (fight infections - must be transfused within 24 hours of donation).

Blood donors are needed most during the holidays. 

Artificial sources of blood
Researchers are in the last stages of testing new alternative sources of blood.  In Canada, clinical testing of this artificial blood is being administered to patients with heart conditions and candidates for heart surgery. These blood transfusions seem to be working well and the technology seems promising.  Engineered blood may provide a more cost-effective source of blood and is a potential long-term solution to blood supply difficulties.

(Senate Health and Human Services:  Ana Matosantos, December 13, 1999)

� The General Accounting Office (GAO) argues that the prediction of a blood shortage is unsubstantiated.  Rather, the GAO predicts shortages of different blood types and possible variances in the availability of blood throughout different geographic regions.  Furthermore, the GAO argues that the lack of data on blood supply and the irregularity of the data available makes it difficult to assess the current blood supply and predict future availability.


� For example, regulatory changes to allow individuals with Hemachromatosis, a condition that involves a high iron concentration in blood and is partially treated by periodically drawing from the affected individuals, to donate blood for general transfusions.


� The Health Care Financing Administration (HCFA), in order to set reimbursements for the cost of blood production, gathered information from blood centers, hospitals and other relevant parties.  The format of the data gathered was inconsistent.  In an effort to standardize the format and analyze the available data, the HCFA removed from its analysis crucial data including that of clients who consumed a great deal of blood and whose blood consumption totaled $3500.  As a result, the reimbursement the HCFA established, particularly for outpatient costs ($99) is insufficient to cover the cost of blood production.  The HCFA has convened a group of experts to revise the set reimbursement and address this disparity. 


� The unique classification of blood as clear necessity but not an entitlement, further limits the actions taken to guarantee its continued supply.  


� The state last compared the cost of blood production to Medi-Cal reimbursements for blood in 1994.  Currently the state reimburses for blood in a variety of ways including as part of a negotiated global price for hospital services, direct invoices and third party charges.
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