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There are about 6,000 hospitals in the US. About
5,000 of them are community hospitals which are
short-term, non-federal, general and specialty
hospitals that are open to the public. Here, for the
sake of simplicity, we will consider a hospital which
has an annual revenue of about $1B and with an
average profit margin of 3% which translates to $30M
in annual profits.

Medicare accounts for about a quarter (25%) of
spending on hospital care. As a result of new
legislation, the annual Medicare payments are
projected to be reduced by about 10%. Thus, for our
hospital, the lost revenue would be around $25M. It is
difficult to estimate the exact impact of Medicare
funding change on hospital profits, however as our
simple analysis indicates, the extent of lost revenue is
similar in magnitude to that of the annual profit. This
implies that US hospitals will need to find millions of
dollars in savings in next 6 months just to make the
numbers work and stay profitable.

1t
SEl

PARTNERS




1E
S

PARTNERS




There are about 6,000 hospitals in the US. About
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$30M in annual profits.

Medicare accounts for about a quarter (25%) of
spending on hospital care. As a result of new
legislation, the annual Medicare payments are
projected to be reduced by about 10%. Thus, for our
hospital, the lost revenue would be around $25M. It
is difficult to estimate the exact impact of Medicare
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Next, let us analyze the operating expenses of our
hospital. There are 3 major operating expenses for
US hospitals. Like many other service businesses, by
far the largest contributor to operating expenses is
the cost of labor (roughly 50% of total). The other,
and rather minor, cost contributors are medical
consumables and pharmacy operations, which
contribute around 10% each. Thus, we can identify
two major priorities for US hospitals within the next 12
months. First, workforce optimization will play a major
role in optimizing expenses. Second, optimization of
purchasing and streamlining the operations related to
consumables and pharmacy will be another major
focus.

We have a long tenure in workforce optimization and
optimization of operations and purchasing. We should
also mention that our approach to workforce
optimization does NOT prioritize headcount reduction,
however it does prioritize staffing budget reduction. If
you are interested in learning more about our work in
the healthcare industry & workforce optimization and
about how we can help you, please contact us at sei-
partners.com
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About SEI

SEl is a boutique strategic advisory firm specializing in customized operational, technology, workforce, and financial solutions for a
diverse client portfolio. SEI's founders and subject-matter experts have become trusted advisors to some of the world’s largest
companies, startups, and governments. SEl's client portfolio is richly diverse, including publicly and privately held Fortune 10 — 500
companies in all major industries and governments around the world. Built on insights from the world’s largest companies and
successful startups, SEI's unique 360° model provides its clients with agility and a strategic toolbox second to none.

Visit us at www.sei-partners.com

Disclaimer

All information presented in this document are in public domain. This document is intended for general informational purposes only and
does not take into account the reader’s specific circumstances and may not reflect the most current developments. SEI disclaims, to
the fullest extent permitted by applicable law, any and all liability for the accuracy and completeness of the information in this
presentation and for any acts or omissions made based on such information. SEl does not provide legal, regulatory, audit, or tax
advice. Readers are responsible for obtaining such advice from their own legal counsel or other licensed professionals.

This document makes descriptive reference to trademarks that may be owned by others. The use of such trademarks herein is not an
assertion of ownership of such trademarks by SEI and is not intended to represent or imply the existence of an association between
SEIl and the lawful owners of such trademarks.
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