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Even before COVID-19, the Congressional Budget Office
projected that 40% to 50% of US hospitals could have
negative margins by 2025.
The financial challenges faced by the US healthcare system stem from a number of
underlying sources. The current system is built on a “sick care” model, with
fee-for-service reimbursement incentivized and costs constantly increasing. This
model is operationally inefficient, does not produce high-quality outcomes, and fails
to meet consumer expectations. Fortunately, the transition to value-based care and
the cultural shift to a wellness-focused care model create opportunities to address
these issues.
To successfully make the paradigm shift, healthcare organizations must adopt
continuous improvement and change management mindsets. A one-time
improvement approach is not a sustainable solution. Organizations that accept the
need for sustained performance improvement will be rewarded with improved
margins, a more satisfied provider workforce, better patient outcomes and
experiences, and the ongoing ability to finance strategic initiatives.
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The margin-eroding forces that preceded COVID-19
have intensified during the pandemic, placing
even more pressure on health systems.

Recognizing the escalating cost of the US
healthcare system, consumers and
government agencies are demanding a
fundamental shift to more sustainable
operational and care model improvement.

Competition is increasing as nontraditional
players and private equity firms enter the
market, offering patients effective and
convenient care with more efficiency.
Traditional health systems that cannot adapt
will struggle to retain patients and capture
new segments of the market.

Consumers increasingly expect choice,
convenience, and a personalized experience.
The accelerated move to telehealth and
digital health means more options for patients
and more competition for traditional providers.

Workforce burnout and rising utilization by an
aging population are creating a provider
shortage. Health systems increasingly rely on
staffing agencies to fill the gaps, driving up
unsustainable labor costs. Organizations
must develop and implement innovative care
delivery models and staff experience
strategies to attract and retain frontline staffs.

Medical device and drug costs continue to
rise while payer reimbursement rates
continue to fall, intensifying cost pressures.
Health systems may work to better align their
care models to stay within the confines of
their vendor and payer agreements, but many
struggle with misalignment and conflicting
incentives.

There can be no sustained or meaningful improvement without first understanding where you are and
where you want to go. Health leaders who aren’t asking these fundamental questions are simply wasting
time and energy.

WHAT margins should I expect to see in 3, 5, and 10 years based on our current performance and market dynamics?
WHAT departments and service lines generate the best and worst margin performance? What should
performance improvement expectations be in these areas?

HOW does our organization measure margin performance and hold departments and service lines responsible
for volume, revenue, and cost drivers?

IN WHAT WAYS will our organization grow revenue? What will our organization do differently to control costs?
HOW is our organization going to continuously evolve and manage change across our people,
processes, and technology?
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ECG's Hospital Performance
Improvement team is dedicated to
helping organizations achieve sustainability.
For nearly 50 years, we have worked with community and children’s hospitals and academic healthcare
leaders to understand their organizations’ position and define and implement their strategic vision. Our
multidisciplinary approach begins with a comprehensive, data-informed assessment that identifies,
quantifies, and prioritizes opportunities across the care continuum. We partner with our clients to provide
implementation and change management support, and we embed a margin improvement philosophy into
provider operations to achieve sustainable results and build a foundation for continuous improvement.
SUPPLY & NONLABOR EXPENSE
IMPROVEMENT

WORKFORCE OPTIMIZATION
- Clinical & nonclinical productivity management

- Insourcing/outsourcing opportunity

- Skill-mix/top-of-license enhancement

- Shared-service expansion

- Physician & APP deployment

- Supply chain & purchased services improvements

- Contract labor utilization

- Pharmacy costs & 340B Drug Pricing Program
optimization

- Span of control & leadership structure

- Clinical engineering, biomedical, facilities, &
environmental services

- Technology integration
Hospital
Ambulatory

Emergency Services,
Trauma & Transfer Center

Inpatient Rehab &
Behavioral Health

Post-Acute

REVENUE ENHANCEMENTS

OPERATIONAL
SUSTAINABILITY

- Payer & contracting improvement

- Clinical care pathway standardization

- Denials reduction

- Length of stay & care progression

- Coding & documentation improvement

- Readmission reduction

- Cash acceleration
- A/R optimization
- Cost-to-collect enhancement

- Perioperative & procedural areas improvement
- Command center operations improvement
- Robotics process automation & AI solutions
- IT platform optimization & expense management
- Site-of-service optimization
- Medical group investment improvement
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ECG has identified millions of dollars in
improvement opportunities for hospitals and
health systems across the country.
A THREE-HOSPITAL HEALTH SYSTEM in the southeastern
US identified $41 MILLION in operational and financial
performance improvements packaged in an enterprise-wide
transformation plan.
A LARGE ACADEMIC MEDICAL CENTER in the southern
US identified and implemented operational improvements in its
CV OR, resulting in $4 MILLION in additional net revenue as a
result of increased annual case volume.
A SMALL COMMUNITY-BASED INDEPENDENT
HEALTH SYSTEM in the northeast US identified and
implemented enterprise-wide operational, revenue, and
infrastructure improvements, resulting in over $12 MILLION in
margin improvement and bringing financial performance above
bond covenant requirements.

ECG’s HPI team blends
deep industry expertise
with advanced data
analytics to illuminate
value in every facet
of health system
performance, including:
EXPERIENCE IN LEADING
SOME OF THE NATION’S
HIGHEST-RATED HOSPITALS
ADVANCED DATA SCIENCE
TOOLS AND CAPABILITIES
EVIDENCE-BASED CHANGE
MANAGEMENT TOOLS
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For more information about
ECG's Hospital Performance
Improvement services, visit
ecgmc.com or call 703-522-8450.
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