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Background: Overview 

This special StrataSphere® Research Report provides an overview of the impact of 
COVID-19 on the financial and operational health of hospitals and health systems.

StrataSphere is a healthcare provider research and comparative analytics 
collaborative representing a cohort of over 1,100 hospitals from the Strata customer 
base of over 2,000 hospitals within over 400 health systems across the U.S. The 
report provides an aggregate view while additionally exploring specifics for Short 
Term Acute Hospitals, Academic Medical Centers and Children's Hospitals.

• For Strata Customers: Throughout this report, there are notes that indicate which 
metrics can be recreated within StrataSphere Compare which is available in 
the StrataJazz® platform. Follow the instructions to generate these metrics for your 
organization.

• Open-Source Access to All Healthcare Stakeholders: Additional information is 
available for free to all healthcare stakeholders via Strata’s National Patient and 
Procedure Volume Tracker. The report is available monthly here.

STRATASPHERE DATA COHORT  

Hospitals 1,100+

Healthcare Systems180+

Patient Encounters340M

Combined Annual 
Operating Expense$340B

States 48

a

Please Note: The summary findings include data drawn from StrataSphere Compare, which may not be completely detailed in subsequent charts.

https://www.stratadecision.com/stratasphere-compare/
https://www.stratadecision.com/solutions/financialplanning/
https://www.stratadecision.com/national-patient-and-procedure-volume-tracker/
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Executive Summary: Key Findings

Margins are down and expenses are increasing while revenue is flat

Labor, supply and drug costs are up while CMI is mostly flat

COVID-19 has shifted volumes with sustained impact

1

Key procedures and service lines continue to shift to the outpatient setting

2

3

4

b
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Key Finding #1: Margins are down and expenses are increasing while revenue is flat

Total operating margins among StrataSphere institutions are down compared to 2019 pre-COVID-19 margins. 2022 
median operating margin YTD is 4.6%. It was 7% in the baseline year of 2019 and 7.9% in 2021.

c

2022 YTD patient revenue margins are down 58% compared to 2019 pre-COVID-19 margins and down 68% compared 
to 2021. 2022 median patient margins per adjusted discharge are $358.

The bottom quartile of hospitals have operating margins of -5.4% in 2022 YTD, -1.6% in 2021, -3.6% in 2020 and 0.3% 
in 2019. The largest institutions (>$1B) have fared better with lowest quartile operating margins at -0.7% in 2022 
YTD, 1% in 2021, 4.4% in 2020 and 6.9% in 2019.

Expenses per adjusted discharge are up 25.9% in 2022 YTD compared to 2019, while revenue per adjusted discharge 
is up 19.3% for the same period. Compared to 2021, 2022 expenses per adjusted discharge are up 9.6% YTD, while 
revenue per adjusted discharge is up 2.6%.

-58%

-5%
MARGINS FOR 

BOTTOM 
QUARTILE

PATIENT 
MARGINS

The decrease in median operating margins can be partially attributed to government support receding. This 
demonstrates the importance of CARES Act funding and how many systems are struggling without this support.
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Key Finding #2: Labor, supply and drug costs are up while CMI is mostly flat

For short term acute care hospitals, the 2022 YTD median inpatient total costs per encounter are up 29.4% compared 
to 2019 and up 7.2% compared to 2021.

d

For short term acute care hospitals, the median labor expense direct cost per encounter is up 54.3% compared to 
2019. Contract labor – typically far more expensive than employees – as a percent of total labor expense is up 
471.4% from 1.4% in 2019 to 8.0% in 2022 YTD.

For short term acute care hospitals, the median supply expense per encounter has increased 17% since 2019 and the 
median drug expense has increased 33% for the same period. This is an expense increase of $300+ per encounter.

Case Mix Index (CMI) has had small increases year over year. The median 2022 YTD CMI is 1.45 compared to a 2019 
median value of 1.38.

Average length of stay (ALOS) is increasing over time. 2022 YTD ALOS is 5.3 days, which is a 17.8% increase over 
2019. Upon inspection, this increase can be attributed to patients being transferred to another facility.

+29%
IP COST PER 

CASE

+$300

+470%
CONTRACT 

LABOR

PER 
ENCOUNTER
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Key Finding #3: COVID-19 has shifted volumes with sustained impact

COVID-19 hospitalizations push out other care. When hospitals experience COVID-19 waves, all other IP service line 
volumes decrease. In January 2022, at the peak of the Omicron wave, inpatient volumes were down 14.1% compared 
to 2019.

e

Since March of 2020, inpatient(IP) volumes have not exceeded 2019 pre-COVID-19 volumes. In 2022, monthly IP 
volumes are down 5-14% compared to 2019. See Strata’s National Patient and Procedure Volume Tracker for more 
detail.

Emergency room visits have not exceeded 2019 pre-COVID-19 volumes. In 2022, monthly volumes are down 3-19% 
compared to 2019. Emergency room acuity has increased minimally.

Dermatology and ENT service lines have still not achieved 2019 pre-COVID-19 volumes.

Outpatient volume has soared, but it is being driven by COVID-19 testing and vaccinations. If testing and vaccinations 
are removed, outpatient volumes didn’t start to exceed 2019 levels until March 2021.

-5-14%
INPATIENT 
VOLUMES

-3-19%
ED 

VOLUMES

https://www.stratadecision.com/national-patient-and-procedure-volume-tracker/
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Key Finding #4: Key procedures and service lines continue to shift to the outpatient setting

There is an accelerating shift of key, traditional inpatient procedures to the outpatient setting. This will have a 
profound impact on cost structures, margins and competition.

f

Re-regulation slowed the trend of procedures shifting to outpatient. 298 procedures were removed from CMS’s 
inpatient-only list in 2021 and returned to the inpatient-only list in 2022. Without regulation in 2021, these 
procedures started to shift to outpatient; the largest shifts occurred in orthopedic and spine procedures.

For short term acute care hospitals, cancer volumes are up in 2022 YTD. However, 2022 YTD IP volumes are down 
compared to 2019. Breast cancer IP volume is down 37% compared to 2019 and prostate cancer IP volume is down 
41% for the same timeframe.

Orthopedics volume is down compared to 2019. Inpatient (IP) volume for the Osteoarthritis CARE Family (where 
most total knee replacement patients are attributed) is down 80% in 2022 YTD compared to 2019.-80%

OSTEOARTHRITIS

-37%
BREAST 
CANCER

For short term acute care hospitals, congestive heart failure volume is up 5% in 2022 YTD compared to 2019; 
however IP volume is down 11.2% for the same timeframe.

-11%
HEART 

FAILURE
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• Spend time on detailed scenario planning
• Run scenarios to account for the shifts in a) labor rates, supply and market forces, b) volume shifts and c) 

sites of care shifts. Leverage StrataSphere Compare and the National Patient and Procedure Volume 
Tracker to explore your trends versus your peer groups.

• Leverage a rolling forecast approach
• Use a rolling forecast to reflect potential future waves of COVID-19, increasing labor costs and the volume 

shift to outpatient. Changes are coming fast; flexibility will be the key to accurate forecasting.

• Drill into labor cost drivers in new ways
• Labor costs have increased significantly. A supply-driven labor market requires new thinking. For example, 

think about labor optimization not just productivity. Focus on task substitution and the elimination of non-
value-added work. Consider overtime usage as a substitute for contract labor expenses. 

• Dive deep into margin, not just cost
• Are there service lines that you need to exit or consolidate to fewer locations?  Can low margin cases be 

avoided with better community outreach? Are fixed costs really fixed?  Overhead expenses are flat.  With 
increased mergers and acquisitions, it would be expected to see overhead expenses decrease.  It is time to 
look for economies of scale opportunities.

Recommended Next Steps
g
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StrataSphere® Research Report

Short Term Acute Care Hospitals
National Patient and Procedure Volume Tracker – Volume Data
Financial KPI Metrics
Labor Expense Metrics
Overhead Expense Metrics
Cost Metrics
Service Line and CARE Family Volume Tracker
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StrataSphere® Research Report

Academic Medical Centers
National Patient and Procedure Volume Tracker – Volume Data
Financial KPI Metrics
Labor Expense Metrics
Overhead Expense Metrics
Cost Metrics
Service Line and CARE Family Volume Tracker
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StrataSphere® Research Report

Children's Hospitals
National Patient and Procedure Volume Tracker – Volume Data
Service Line and CARE Family Volume Tracker

The Children’s Hospitals’ financial data will be shared with our participating Children’s Hospitals in a separate report.
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Background: Data Sources
National Patient and Procedure Volume Tracker - Volume Data
• Data Source: StrataJazz Decision Support hospital billing monthly encounters with non-zero charges from 1/1/2019 to 6/30/2022. 

Monthly distinct encounter counts for 2020 - 2022 were compared to pre-COVID-19 volumes in 2019. For a full description of our 
methodology, please see the National Patient and Procedure Volume Tracker on Strata’s website.

Financial KPI Metrics
• Data Source: StrataJazz Decision Support hospital billing monthly encounters with non-zero charges from 1/1/2019 to 6/30/2022. 

General ledger data are used for calculating financial metrics. General ledger accounts are normalized with a proprietary machine 
learning model to ensure consistency across health systems. Encounters are determined to be inpatient based on the presence of 
specific UB revenue codes in the patient billing detail data; normal newborns are excluded from our inpatient encounter calculations. 
For a full description of our methodology for Strata customers, please see our User Guide in StrataSphere® Compare.

Emergency Department Metrics
• Data Source: StrataJazz Decision Support hospital billing monthly encounters with non-zero charges from 1/1/2019 to 6/30/2022. 

Annual distinct emergency encounter counts stratified by ED CPT code (99281-99285) for the first 6 months of years 2020 – 2022 
were compared to pre-COVID-19 volumes for the first 6 months of 2019. Encounters are determined to be emergency based on the 
presence of specific UB revenue codes in the patient billing detail data.

https://www.stratadecision.com/national-patient-and-procedure-volume-tracker/
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Background: Data Sources

Labor Expense Metrics
• Data Source: StrataJazz Decision Support hospital billing monthly encounters, general ledger, and StrataJazz Management Reporting 

payroll extract from 1/1/2019 to 6/30/2022. Departments, job codes and pay code groups are normalized with a proprietary 
machine learning model to ensure consistency across health systems. “Worked Hours” includes hours where the StrataSphere
productive class is “Productive” (excludes training, meeting, and orientation). “FTE” includes hours in both “Productive” and “Non-
Productive” StrataSphere productive classes. “Adjusted Patient Days” are inpatient patient days (units of service) adjusted by the 
ratio of gross outpatient and inpatient revenue. Encounters are determined to be inpatient based on the presence of specific UB 
revenue codes in the patient billing detail data; normal newborns are excluded from our inpatient encounter calculations. For a full 
description of our methodology for Strata customers, please see our User Guide in StrataSphere Compare.

Overhead Expense Metrics
• Data Source: Each metric is the percentage of total monthly expenses associated with all of the departments assigned to each 

StrataSphere Department Rollup. Both the department expenses and total expenses refer to the monthly sum of general ledger line 
items from accounts assigned to the StrataSphere “Expense” category. The StrataSphere Department Rollup assignments are the 
validated output of a proprietary machine learning model that normalizes departments using data about each department’s 
description, staffing and account types. For a full description of our methodology, please see our User Guide in StrataSphere® 
Compare.
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Background: Data Sources

Hospital Cost Metrics
• Data Source: StrataJazz Decision Support hospital billing monthly encounters with non-zero charges from 1/1/2019 to 6/30/2022. 

Costs were calculated using the StrataSphere Cost Model. "Supply" cost includes chargeable medical supplies, non-chargeable 
medical supplies, implants, and non-medical supplies. "Labor" cost includes all payroll cost components and contract labor but 
excludes benefits.

• For more information on the StrataSphere Cost Model used in these calculations, please refer to the StrataSphere Cost Model page 
in Help Center.

Service Line and Care Family Monthly Volume Metrics
• Data Source: StrataJazz® Decision Support hospital billing monthly encounters with non-zero charges from 1/1/2019 to 6/30/2022. 

Encounter counts from January-June of 2022 are compared to the same time period of 2019 and 2021.
• Note: Service line and procedure groups provided by the Sg2 CARE Grouper™, based on the ICD-10 diagnosis and procedure codes, 

DRG codes and CPT codes of each encounter. Patient Types include inpatient, observation patient, emergency patient, outpatient 
and newborn, which are determined by the presence of associated UB revenue codes in encounter charges.
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