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The State of the Clinical Workforce

What healthcare industry leaders need to know about the clinical workforce today

Published — January 2022 « 10-min read

Key takeaways
Leaders across the healthcare industry should use this resource to:

* Understand the market dynamics driving today’s clinical workforce
shortages and the forces impacting supply, demand, and turnover of
clinical roles

* Learn how provider and non-provider stakeholders are impacted by
clinical workforce shortages

» Discover how provider organizations’ priorities are changing—and
what that means for non-provider stakeholders
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What is the state of the clinical workforce?

The clinical workforce is at a crisis point across virtually all direct care roles.
Organizations are struggling to fill vacancies. Turnover is at record highs.
According to Advisory Board’s 2021 hospital staff turnover and vacancy survey,
turnover of full-time and part-time staff is the highest we’ve recorded in 16 years
of benchmarking. Median turnover (excluding PRN, per diem, and casual staff)
rose to 18.8% in 2021, up from 15.5% in 2020.

As of November 2022, healthcare employment remained below pre-pandemic
levels, with the number of workers down by 1.1%, or 176,000, compared to
February 2020, per the U.S. Bureau of Labor Statistics.

3.2M 18% 47%

Predicted shortage of Of healthcare workers quit Of healthcare workers plan to
healthcare workers by their jobs during the leave their current role within
2026 pandemic the next two to three years

Typically, the labor market evolves slowly, or at least slowly enough for
employers to plan for. But that has not been the case since 2020, as the
pandemic rocked the foundations of workers’ professional and personal lives.
Burnout associated with the pandemic has exacerbated existing tensions in the
workforce, and many clinicians are weighing whether to remain at the bedside or
not—or in some cases exit healthcare altogether.

At the same time, we’ve witnessed a shift in the labor market. Current labor
market conditions are not only making job movement possible, they also actively
incentivize turnover. Demand for jobs, particularly for clinicians—but also in other
sectors—has made it easier for people to leave their roles

Source: “US healthcare labor market,” Mercer, 2021; “Nearly 1in 5
Health Care Workers Have Quit Their Jobs During the Pandemic,”
Morning Consult, October 2021; “Clinician of the Future: Report
2022," Elsevier, March 2022.
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WHAT IS THE STATE OF CLINICAL WORKFORCE?

There are misconceptions that clinical workforce challenges occur on a cyclical
basis and this will abate over time, and that these challenges fall under the
purview of nursing and HR departments. But this is a new-in-kind, strategic
challenge that will require the commitment of the entire C-suite.

Drivers of clinician turnover include:

« Burnout: Staff experience chronic workplace stress exacerbated by the
pandemic and inadequate staffing.

» Feelings of disrespect: Staff voice ongoing concerns about pay, treatment,
work-life balance.

» Concerns about workplace safety: Staff live with the threat of workplace
violence and harassment from patients and families.

Clinician turnover often creates a vicious cycle. Staff leave due to their working
environment, which puts an enormous strain on the workers who are left behind.
Those left behind then leave due to the working environment, restarting the
cycle. This cycle leaves facilities understaffed and forced to rely on short-term
fixes like travel nursing expenditures to fill in the gaps. These short-term fixes
are expensive and leave no money to invest in underlying workforce issues,
further perpetuating cycle shown below.

More clinicians leave due to
moral distress, understaffing,
and task mix

Structural issues remain due to
lack of funds to make
improvements

Providers are dangerously
understaffed relative to
demand

Systems must spend more on
short-term fixes for addressing
most urgent gaps
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WHAT IS THE STATE OF CLINICAL WORKFORCE?

Key clinical roles of concern

There are significant areas of supply and demand imbalances across many roles
in the delivery system. The table below outlines turnover and the status of the
pipeline for future staff.

Role Turnover numbers Pipeline status

Weakening; qualified applicants

REQEiEE: 18% turned over in 2021 being turned away due to lack of
nurses : :

academic capacity
Licensed 20% left the workforce from April Weak; lack of schools available,
practical nurses 2020 to June 2021 reduction in hiring hinders interest

Weak; lack of training programs
Nursing aides 35% turned over in 2021 available, difficulty enticing interest in
role due to low pay and physical labor

Moderate; varies by specialty; length
Physicians 7% median turnover in 2020 of training delays new physician
availability

Pharmacy Weakening; scope of role changing

. 21% turned over in 2021 as techs take on more patient-centric
technicians
work
. 21% plan to seek training and/or Weak; lack of training programs
Medical . . . . e I .
. employment in an occupation outside  available, difficulty enticing interest in
assistants : :
healthcare in the next 5 years role due to low pay and physical labor
Pharmacists 10% turned over in 2021 BHEELG LMy tralnln_g program
delays new pharmacist availability
Nursgi 15% turned over in 2021 Strong; predicted surplus of NPs
practitioners over the next decade

Sources: “"MAs MIA? The COVID-19 pandemic made hiring medical assistants harder than
ever,” MGMA, May 2021; “Nurse Employment During the First Fifteen Months of the COVID-
19 Pandemic,” Health Affairs, Jan 2022; Healthcare Occupations, Bureau of Labor Statistics,
Apr 2022; “2022 NSI National Health Care Retention & RN Staffing Report,” NSI Nursing
Solutions, March 2022
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Why does the clinical workforce
shortage matter?

Provider organizations face rising costs and budget concerns

The healthcare industry is dominated by increasing costs and tightening
margins. Even before the pandemic, labor costs typically made up more than
50% of hospitals' total expenses. Staffing shortages and an increased reliance
on contract labor have caused labor expenses to jump sharply. Labor expenses
per adjusted discharge increased by more than one-third from pre-pandemic
levels through March 2022, while contract labor as a percentage of total labor
expenses increased more than five times the rate from pre-pandemic levels.*

Median labor expense per adjusted discharge Total labor expenses made up by contract labor

2019 $4,009 2019 2%

With these expenses on top of other rising costs, such as supply and energy
costs, providers are struggling to keep their margins positive. This forces
organizations to make tough decisions including service rationalization, layoffs,
leadership changes, and even closures. Providers are also seeking higher
reimbursement rates from commercial payers, which will in turn show up in
higher premiums charged to patients.

69% 10%

Of health system strategic Median proposed premium
planners report operating increase for individual
margins below pre- market plan across 72
pandemic performance, insurers in 13 states and
2022 Washington, DC, 2023

Source: “The Financial Effects of Hospital Workforce Dislocation,” Kaufman Hall, May 2022;
2022 Strategic Planning Survey, Advisory Board, May 2022; “An early look at what is driving
health costs in 2023 ACA markets,” Peterson-KFF Health System Tracker, July 2022
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WHY DOES THE CLINICAL WORKFORCE SHORTAGE MATTER?

An understaffed workforce negatively impacts care quality and patient safety

A shortage of healthcare professionals limits patient access to healthcare. Patients
experience longer wait times and delays in care, which may potentially worsen
patients' health outcomes.

In addition to reducing access, clinician shortages also negatively impact care
delivery. Due to understaffing, clinicians are responsible for a larger number of
patients, which can increase clinician burnout and lead to an increase in medical
errors, higher morbidity, and higher mortality rates. Researchers are already
quantifying the current shortages’ negative impacts on care quality and patient
safety. One study from the U.S. Centers for Disease Control found that healthcare-
associated infections increased significantly in 2020 after years of decline.
Researchers attribute this increase to labor shortages and patient volumes, which
limited hospitals’ ability to follow standard infection control practices.

Source: “Health tech's sky-high projections in
2021 have already been punctured,” STAT News,
December 2021; "Healthcare investments and
exits," Silicon Valley Bank, January 2022.
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How will clinical workforce shortages
Impact non-provider organizations?

Staff who look to change jobs are trying to improve their circumstances, whether
it's a better employer, better staffing, or better pay. There are real opportunities
for non-provider employers to attract talent. Non-provider employers of
healthcare workers include life sciences organizations, health plans, and tech
companies. These players have more flexibility to accommodate the pay, hours,
and benefit needs current clinicians are asking for. This positions non-provder
organizations to be even more competitive in attracting new employees.

However, non-provider stakeholders that partner with provider organizations in
any way must recognize that the acute nature of the workforce crisis trumps any
strategic initiative or partnership opportunity they are trying to forge. As health
providers continue to deal with clinician shortages, non-provider organizations
must understand how their customers’ priorities are changing—and what that
means for their customer engagement, evidence generation, and communication
strategies.
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HOW WILL CLINICAL WORKFORCE SHORTAGES IMPACT NON-PROVIDER ORGANIZATIONS?

Impact of clinician shortages on non-provider organizations

Non-provider

Im f clinician shor
stakeholder pact of clinician shortages

» Hard to engage healthcare professional customers due to their limited time,
bandwidth, and capacity
» Decreased bandwidth for clinical staff to be trained on new product use
» Delayed clinical trials
Life sciences + Difficult to build real-world evidence collection workflows

For more information on how the state of the clinical workforce will impact the life sciences
industry, check out the following resources:

* The four independent physician trends that life sciences leaders need to know about in 2022
» The role life sciences plays in closing the nursing experience-complexity gap

* Pressure from providers for increased reimbursement, passed on to
purchasers in the form of increased premiums
Health plans and Push for health plan revenue diversification due to shrinking margins from
purchasers premium dollars
* Increased need for alternative, scalable entry points into healthcare due to
provider shortages

* Increased interest in technology solutions to reduce administrative burden and
Big tech provider burnout
» Decreased bandwidth for clinical staff to be trained on new technology use
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How will clinical workforce shortages
Impact provider organizations?

Providers will likely experience clinician shortages for years—but these
shortages will not be evenly felt across all employers.

Skilled nursing facilities (SNFs) and acute care hospitals are losing talent due to
the long hours, high patient load, low compensation, and physically demanding
work that characterizes these sites of care. Post-acute employers cannot afford
to pay as much as other providers, and the taxing nature of working in a SNF
makes it a less attractive option to candidates. In contrast, payers and
ambulatory care sites can offer higher compensation and better hours, which
positions these employers to gain talent in today’s market.

I's a complex situation: attracting workers away from healthcare organizations in
one setting will result in staffing difficulties in another. For example, if a SNF
experiencing staffing shortages is unable to accept transfers from a hospital, that
hospital is left full of patients who cannot be discharged to subacute care. See
the table on the following page for more details on the impact of clinician
shortages on provider organizations.
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HOW WILL CLINICAL WORKFORCE SHORTAGES IMPACT PROVIDER ORGANIZATIONS?

Impact of clinician shortages on provider organizations

>

Provider employer Factors that impact gaining or losing talent

* Low compensation

* Physically demanding job

» 24/7 care environment

High burnout

* High patient ratios

« Limited career growth and development opportunities

SNFs

POTENTIAL TO LOSE TALENT

* High burnout

* Low compensation

» Limited career growth and development opportunities
» Safety concerns

Home health providers

» High burnout
Acute care hospitals » Lack of flexibility
+ Insufficient staffing levels

* High compensation
Outpatient care + Better, more regular work hours
» Good work-life balance

* High compensation
Virtual health providers » Better, more regular work hours
» Good work-life balance

POTENTIAL TO GAIN TALENT
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Conversations you should
be having

O 1 What can the healthcare industry do to make healthcare jobs
more desirable?

O 2 How will provider and non-provider organizations influence what
clinical work looks like in the future?

O 3 How can provider and non-provider organizations partner to
change how care is delivered in the face of a clinician shortage?
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Related content

N\ OUR TAKE

Hard truths on the current and future state of
the nursing workforce

Read now

N\ OUR TAKE
The state of the post-acute workforce

Read now

N\ RESEARCH

2022 Clinical Workforce Summit
presentations

Read now
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LEGAL CAVEAT

Advisory Board has made efforts to verify the accuracy of the information it provides to members. This report relies on data obtained from many
sources, however, and Advisory Board cannot guarantee the accuracy of the information provided or any analysis based thereon. In addition,
Advisory Board is not in the business of giving legal, medical, accounting, or other professional advice, and its reports should not be construed as
professional advice. In particular, members should not rely on any legal commentary in this report as a basis for action, or assume that any tactics
described herein would be permitted by applicable law or appropriate for a given member’s situation. Members are advised to consult with
appropriate professionals concerning legal, medical, tax, or accounting issues, before implementing any of these tactics. Neither Advisory Board
nor its officers, directors, trustees, employees, and agents shall be liable for any claims, liabilities, or expenses relating to (a) any errors or
omissions in this report, whether caused by Advisory Board or any of its employees or agents, or sources or other third parties, (b) any
recommendation or graded ranking by Advisory Board, or (c) failure of member and its employees and agents to abide by the terms set forth herein.

Advisory Board and the “A” logo are registered trademarks of The Advisory Board Company in the United States and other countries. Members are
not permitted to use these trademarks, or any other trademark, product name, service name, trade name, and logo of Advisory Board without prior
written consent of Advisory Board. All other trademarks, product names, service names, trade names, and logos used within these pages are the
property of their respective holders. Use of other company trademarks, product names, service names, trade names, and logos or images of the
same does not necessarily constitute (a) an endorsement by such company of Advisory Board and its products and services, or (b) an
endorsement of the company or its products or services by Advisory Board. Advisory Board is not affiliated with any such company.

IMPORTANT: Please read the following.

Advisory Board has prepared this report for the exclusive use of its members. Each member acknowledges and agrees that this report and
the information contained herein (collectively, the “Report”) are confidential and proprietary to Advisory Board. By accepting delivery of this Report,
each member agrees to abide by the terms as stated herein, including the following:

1. Advisory Board owns all right, title, and interest in and to this Report. Except as stated herein, no right, license, permission, or interest of any
kind in this Report is intended to be given, transferred to, or acquired by a member. Each member is authorized to use this Report only to the
extent expressly authorized herein.

2. Each member shall not sell, license, republish, or post online or otherwise this Report, in part or in whole. Each member shall not disseminate
or permit the use of, and shall take reasonable precautions to prevent such dissemination or use of, this Report by (a) any of its employees and
agents (except as stated below), or (b) any third party.

3. Each member may make this Report available solely to those of its employees and agents who (a) are registered for the workshop or
membership program of which this Report is a part, (b) require access to this Report in order to learn from the information described herein,
and (c) agree not to disclose this Report to other employees or agents or any third party. Each member shall use, and shall ensure that its
employees and agents use, this Report for its internal use only. Each member may make a limited number of copies, solely as adequate for
use by its employees and agents in accordance with the terms herein.

4. Each member shall not remove from this Report any confidential markings, copyright notices, and/or other similar indicia herein.
5. Each member is responsible for any breach of its obligations as stated herein by any of its employees or agents.

6. If amemberis unwilling to abide by any of the foregoing obligations, then such member shall promptly return this Report and all copies thereof
to Advisory Board.
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