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ovid-19 is having a major impact on care delivery
C in every shape and form. Specialty care was

in the spotlight early in the pandemic, when many
procedures were put on hold. Then hospital leaders
had to navigate re-opening and accommodating
procedural backlogs. Even if the transitional period
between closing and opening is over, the implications
for service lines will continue for years as the pandemic
continues to fundamentally transform specialty care.
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Supply and demand will be uneven
and unpredictable.

Changes to the upstream ecosystem will
disrupt referral source mix.

Site-of-care shift of specialty services from the
hospital will accelerate—but also fragment.

Specialty telehealth is here to stay—and
it fundamentally changes the geographic
boundaries of competition.

Pre-pandemic staffing models will no longer
support service line success.

Hospitals and health systems should not take
any physician relationships for granted.

Limited cash for capital purchasing does not
necessarily mean limited leverage.

Rationalizing services can no longer
be avoided.
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PREVIEW

Supply and demand will be
uneven and unpredictable.

xpect unpredictable volumes in the near team as service lines
balance evolving patient demand with available capacity.
Some patients will continue to avoid the hospital for fear of
exposure to the virus, while others have been anxiously waiting
to catch up on delayed care. In the short term, many service lines
will be managing through a backlog of delayed elective procedures
while balancing “standard” procedural demand.

At the same time, upstream diagnostic delays (colonoscopies,
stress tests, etc.) will limit downstream utilization and may alter
expected procedural demand. Beyond these demand-side factors,
leaders will also need to closely monitor unpredictability of
supplies and services. Infectious disease prevention and cleaning
protocols, clinician availability, and personal protective equipment
(PPE) supply will impact ongoing capacity for specialty services.
Beyond these operational hurdles, leaders must prepare for local
Covid-19 flare-ups and surges, which can lead to additional pauses
on certain procedures and throttled primary care supply again.
Given all these issues, Covid-19 will continue to upend expectations
of both supply and demand in waves moving forward. »

Executive briefing



Covid-19 will redefine standing expectations
of supply and demand, requiring agility to
make continual changes.

Traditional productivity assumptions are out the window.

Leaders must review demand on a weekly basis and
continually adjust productivity and volume expectations.

FACTORS THAT WILL IMPACT DEMAND IN THE SHORT TERM:

» Prolonged economic stress leading to care avoidance or delayed care

» Patient anxiety amid safety concerns and increasing preference for
freestanding care sites, and even their homes, to avoid the hospital

» Limited ED capacity

» Reduced medical tourism

SERVICE LINE EXAMPLE

An analysis from Cigna revealed that hospitalizations for atrial
fibrillation (AF) and transient ischemic attacks (TIA) were down 35%

and 31%, respectively, in March 2020 compared to previous months.

35% 31%

ATRIAL FIBRILLATION TRANSIENT ISCHEMIC ATTACK
HOSPITALIZATIONS HOSPITALIZATIONS
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PREVIEW

Changes to the upstream
ecosystem will disrupt referral
source mix.

rovider referrals to specialty care will continue to be delayed

due to patients deferring primary care and diagnostic
testing. Even as primary care practices return to pre-pandemic
capacity, specialty care volumes will not immediately return to
previous levels due to patient fears and the need for practices to
take infection prevention steps. Additionally, some primary care
practices will have closed or been acquired during the pandemic.
Commercial insurers will try to prevent radical, ongoing deflation
of screening by eliminating out-of-pocket costs for all in-network
primary care services through 2020. Yet the overall impact of
these policies remains to be seen.
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Covid-19 will reshape specialty care referral
streams, and service line leaders will need to
assess how Covid-19 has impacted major upstream
referring providers in their market.

Seek local or regional data on delays in screenings and diagnostic
testing to improve utilization projections. Leaders should also reach
out to key referring providers to reestablish relationships and gauge
their well-being and future strategy.

SERVICE LINE EXAMPLE

A recent report found that cervical cancer screenings fell by 68%
from mid-March to mid-April of 2020, compared to a similar period
in the year before. Similarly, cholesterol panels and the blood test
to detect diabetes were down 67% and 65%, respectively.

63% 6'7% 65%

CERVICAL CANCER CHOLESTEROL DIABETES BLOOD
SCREENINGS PANELS TEST SCREENINGS
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PREVIEW

Site-of-care shift of specialty
services from the hospital will
accelerate—but also fragment.

P rior to the pandemic, site-neutral payment policies were
shifting more specialty services into the outpatient

setting. Consumerism and payer steerage fueled by Covid-19
will accelerate and complicate these shifts. Lower copays,
site-of-service reviews, and expanded service coverage from
payers will steer patients to receive care outside of the hospital.
Expect most of the patients seeking care at these facilities to
be higher-paying, commercially insured patients, eroding the
remaining hospital-based payer mix.

The new complexity for service lines is that this trend is no longer
linear—it's not just a direct shift from inpatient to outpatient

to ambulatory service center (ASC) to office. Some inpatient
care has shifted directly to home settings. Some outpatient

and ambulatory care have gone to telehealth. As patients avoid
hospitals, they will seek alternative entry points into the health
care system, including office-based labs, ASCs, and other
freestanding facilities.
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Some providers have also transitioned appropriate patients to
medical management in the short-term to avoid the need for
procedures, which is further reducing the need for inpatient
services. It remains to be seen if any of these short-term shifts
will change longer-term practice patterns if clinicians see positive
patient outcomes on medical management. x

If hospitals are going to compete in this evolving
landscape, they will need to have a diverse set of
ambulatory care sites.

But program leaders will also need to revisit and revise assumptions
regarding ambulatory space needs and placement, given the recent
changes in ambulatory demand. Instability in the freestanding market
could change the physical footprint of services for the community,
which will change the convenience factor for the consumer.
Determining the appropriate amount of ambulatory capacity will be
difficult, but necessary, for service line leaders moving forward.

SERVICE LINE EXAMPLE

0 of consumers reported they would be
()nly 15 %) comfortable entering their local hospital
for a medical procedure immediately after
Covid-19 restrictions are lifted.
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PREVIEW

Specialty telehealth is here to
stay—and it fundamentally
changes the geographic
boundaries of competition.

P rograms that initiated brand new telehealth capabilities
within a matter of days now have time to consider a
longer-term strategy and develop a sustainable telehealth
infrastructure. Service lines that have not expanded telehealth
are in a for a rude awakening, because telehealth is becoming
an integral part of care delivery. All service lines will be tasked
with evaluating which care should remain virtual after the
crisis abates and which should go back to in-person care.
Program leaders should consider how to embed telehealth
into care standards to encourage ongoing reimbursement
from payers—from virtual visits to remote monitoring.

Federal telehealth requirements have changed during the
Covid-19 pandemic, redefining geographic boundaries in
secondary and tertiary markets. If these standards remain
in place, they will reduce former geographic limitations that
once defined how far health system reach and scope could
be. This will both enable new growth opportunities and
introduce new competitors. x

8  Executive briefing



Telehealth will disrupt the traditional patient
journey into and through the health care system
for many care episodes.

Service lines should embrace this change, not play it safe. If
approached the right way, telehealth can help programs with
center-of-excellence ambitions as they expand their reach and
capabilities.

SERVICE LINE EXAMPLE

GO(V of all consumers would consider a virtual visit if
0

they had to wait at least a day to see their regular
provider in person, according to our 2020 consumer
preference survey.

Thank you for your interest in Advisory Board research.

This is a preview of our research, which is helping health care leaders at 4,500* organizations
work smarter and faster. We tell you what you need to know about industry developments,
and help advance your critical performance objectives by providing strategic guidance, data
analytics and proven implementation tools.

N\ To learn more about Advisory Board offerings and memberships, please visit
advisory.com/research or contact programinquiries@advisory.com.
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Leading service
rationalization decisions
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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 helps leaders and future leaders in the
health care industry work smarter and faster by providing
provocative insights, actionable strategies, and practical
tools to support execution.

With more than 40 years of experience, a team of nearly
200 experts, and a network of over 4,500 member
organizations, we spend more time researching the now
and predicting the next than anyone else in the health
care industry.

We know that together we can change the business of

health care for the better. Join us by visiting advisory.com.
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