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Stressors in Acute and Post-Acute Care
• Demographic change – aging Baby Boomers
• Reimbursement Issues

– Uncertainty regarding the Affordable Care Act
– Decreased Medicare/Medicaid funding
– Managed Care – pressure to lower costs

• Increased Costs
– Labor costs
– Cost of care
– Failure of insurance exchanges – 6/23 survive

• 30% of hospitals and nursing homes have negative operating margins
– Declining patient volumes and over-bedding
– Movement to Home Healthcare and Outpatient services

• Increased regulatory scrutiny and fraud investigation
– Unprecedented regulatory environment

All this leads to increase in distressed/defaulting properties

Disruption, 
Consolidation, 
Winners and Losers
In Healthcare
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DECLINING	VOLUMES

DISTRIBUTION	 OF	 INPATIENT	VS. 	
OUTPATIENT	 REVENUES

MEDICARE	LENGTH	OF	STAY
SHORT	 TERM	ACUTE	CARE

MEDICARE	READMISSION	RATES
SHORT	 TERM	ACUTE	CARE

Today’s	industry	challenges	and	the	expectation	of	continued	pressure	are	prompting	top	operators	to	drive	performance	improvement	
initiatives	and	assess	capital	structure	flexibility

CMS	is	driving	lower	acuity	out	of	hospital	– reducing	inpatient	
revenue
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Source:	Medicare	Claims	Data,	2011	– 2016.Source:	AHA	2016	Chartbook,	Trends.	Table	4.2 Source:	Medicare	Claims	Data,	2011	– 2016.

HEALTHCARE	TURNOVER

Source:	2016	National	Healthcare	Retention	&	RN	Staffing	Report
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The	average	cost	of	turnover	for	a	bedside	RN	ranges	from	$37,700	-
$58,400	resulting	in	the	average	hospital	losing	$5.2M	– $8.1M.	A	1%	

change	in	RN	turnover	will	cost/save	the	average	hospital	an	additional	
$373,200.
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INCREASING	DEMAND…
INCREASING	DEMAND

Aging	population

Payor shift	to	Medicare

Increasing	prevalence	of	
chronic	 illness	(26%	
increase	over	past	20	yrs)

GREATER	NUMBER	OF	
INSURED	PATIENTS

Percentage	of	insured	
Americans	increased	by	
4.6%	from	2013	to	2016

Increased	prevalence	of	
low	cost	High	Deductible	
Health	Plans	(“HDHPs”)

Continuing	shift	to	
Medicare	&	expansion	of	
Medicaid	

REIMBURSEMENT	
PRESSURE

Movement	to	value	based	
pricing	model

Acuity	shift

Unfavorable	mix	trends

Increasing	payor disputes	
and	stricter	requirements

Billing	investigations	and	
more	severe	CMS	penalties

INCREASING	COST	TO	
SERVE

Focus	on	outcomes

Increasing	labor	expense

Tech	&	Electronic	Medical	
Records	(“EMR”)

Regulatory	pressure

Cooling	credit	markets

Stressed	REITs

…BOTTOM	LINE	PRESSURE

INCREASING	%	OF	US POPULATION OVER	
65
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Aging	population,	prevalence	of	chronic	
illness	and	better	access	to	insurance	all	
contribute	to	increasing	expenditure

Increasing	healthcare	expenditure	is	in	the	cross	hairs,	resulting	in	rate	pressure	that	is	compounded	by	increasing	provider cost
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Rumored Walmart/Humana Combination

• Walmart	has:
– 4500	in	store	pharmacies
– 2,900	Vision	Centers

• Humana:	
– Health	Insurer
– Largest	remaining	independent	pharmacy	benefits	
manager

– huge	share	of	Medicare	Business

Amazon/JPMorgan/Berkshire Hathaway
• Collaboration designed to:

– Improve health outcomes for employees
– Improve employee satisfaction with care
– Improve cost efficiency

• To be headed by Atul Gawande, MD
– Author of The Checklist Manifesto
– “Healthcare costs ultimately arise from the

accumulation of individual decisions doctors make 
about which services and treatments to write an
order for”

– “the most expensive piece of medical equipment is
a doctor’s pen.”
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CVS/AETNA COMBINATION

• CVS	has: 10,000	stores	in	the	United	States;	
1,100	MinuteClinic locations	within	stores.

• Aetna	has:
– Approximately	22.2	million medical	members
– Approximately	13.4	million dental	members
– Approximately	13.8	million pharmacy	benefit	
management	services	members

Amazon: PillPack and More
• Amazon Alexa health advice and first aid assistance
• Private Label OTC Product line

– In February, Amazon launched 60 over-the-counter
products

under their own brand, isolated from market fluctuations
• Aggressively hiring healthcare professionals

– Acquiring talent from CVS Health, Express Scripts, UHC
• Grand Challenge healthcare project group

– Cancer research
– Initiatives in health technology for the aging
– Medical Records

• PillPack acquisition puts Amazon in the full-service online
pharmacy space, potentially disrupting entire Rx industry.
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Takeaways – Where will the 
Bankruptcy Work be?

• More	Hospital	Closures	and	Liquidations

• More	SNF receiverships/bankruptcies

• More	Drug	Store	Chain	Failures	or	Mergers

• Impact	on	Pharmaceutical	Distributors	like	McKesson	and	
AmerisourceBergen? Unknown.

• Stress	on	 Individual	Primary	Physician	Care	Practices

Cigna/Express Scripts Combination

• Express	Scripts:
– $100	billion	 in	revenue
– pharmacy	benefits	management	plus	owns	automated	pharmacies	dispense	

long-term
– chronic	medications-like	those	 for	diabetes	or	heart	disease-directly	to	

members	by	home	delivery

• Cigna:
– 14.5	million	global	medical	customers,
– 23.9	million	behavioral	care	customers
– 12.9	million	dental	customers	
– 7.5	million	pharmacy	customers.
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