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The onset of COVID-19 caused some patients by more than 40 percent in April compared

throughout the United States to delay their to 2019, which may have led to fewer patients
surgeries as many hospital systems postponed presenting with indications for surgical inter-
nonemergent procedures. This led to a poten- vention.® The financial impact of this reduction
tially large backlog of case volume. In arecent in elective procedure volume, which typically
McKinsey survey of health system leaders, hospi- drives a disproportionate share of revenue
tal executives said they may struggle to address and margin for hospitals, caused an estimated
this backlog given workforce availability, enhanc- $200 billion in financial losses for hospitals

ed sanitation protocols, and reserved inpatient and health systems between March and June
capacity.! Without healthcare systems recalibrat- 2020, before accounting for relief funds.®

ing demand and capacity, patients could face
long backlogs for procedures, and potentially
experience higher morbidity and mortality rates.

The deferral of elective surgical care likely re-
sulted in a significant backlog of future patient
demand, even if some of the deferred cases are

Solutions may include 1) reducing the unneces- never rescheduled. A May 2020 study of ortho-
sary deferral of care, 2) effectively addressing pedic surgery volumes by the Journal of Bone
new throughput challenges, 3) using advanced and Joint Surgery suggested that even under
analytics to better forecast demand and manage the most optimistic scenario, the United States
capacity in real time, and 4) reimagining operating may face a cumulative backlog of more than a
room operations to increase long-term capacity. million total joint and spine surgery cases by

mid-2022, and that the country may need up
to 16 months to work through the backlog of
orthopedic care.” In addition, an analysis of
cataract surgery volumes by the Journal of
Cataract & Refractive Surgery estimated the
United States may face a backlog of 1.1 million
to 1.6 million cataract procedures by 2022.8
While arecent report revealed the relative
volumes of outpatient office visits (including
telemedicine visits) were within 10 percent of
historical levels by late July for some specialties
(for example, dermatology, primary care, oph-
thalmology), several surgical specialties still
remained more than 10 percent below historical
levels for ambulatory visits (for example, ortho-
pedics, otolaryngology).? Ultimately, the defer-

The United States is likely developing a
nationwide backlog of millions of surgeries.
The COVID-19 pandemic caused hospitals and
physician practices across the United States to
temporarily halt nonemergent procedures, often
referred to as “elective,” to limit potential spread
of the disease while preserving hospital capa-
city and resources. In the summer of 2020,
many providers in some parts of the United
States, such as Texas and Florida, resumed
elective care, but also had to intermittently stop
and start elective procedures due to fluctua-
tions in the local prevalence of COVID-19 and
state policies on providing elective care.2* In
addition, emergency department visits declined

From July 20 to July 25, 2020, McKinsey surveyed strategic and operational leaders from 25 of the country’s largest private sector

hospital systems to see how COVID-19 had impacted surgical operations, and to understand what expectations and implications were for
the upcoming year(s). All of the 25 respondents represented systems with more than 1,200 hospital beds and seven of the respondents
represented hospital systems with more than 10,000 beds. These 25 systems represented hospitals from all regions of the United States
(Northeast, Midwest, South, and West). All survey questions were based on systemwide experiences and expectations and did not represent
the experiences of any individual facility.
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EXHIBIT

On average, US hospitals saw a ~35% decrease in OR volumes from
March-July and expect to remain below baseline for the rest of 2020.

Completed OR cases (inpatient and outpatient) for 2020 compared with 2019 baseline
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OR, operating room.

' Q5: When comparing 2019 to 2020, what percentage change in operating room surgeries (inpatient and outpatient) did your system perform in 2020
compared to the same month in 2019? (eg, 70% decrease in procedures in April 2020 compared to April 2019).

2 08: What percentage change in operating room surgeries (inpatient and outpatient) do you expect your system to see for the remainder of 2020 compared
to the same month in 2019? (eg, 40% decrease in volume compared to the same month in 2019).

Source: McKinsey survey of 25 large US hospital systems (>1,200 inpatient beds)

ral of millions of elective procedures could have Reported decreases in surgical volume were
a potentially deadly impact on patients.!© not uniform. We believe that several factors

In order to assess the impact of decreased influenced the degree of volume contraction:

surgical care across the country, McKinsey — Specialty mix: Respondents reported
surveyed 25 US hospital systems in July 2020. that orthopedic surgery, otolaryngology,
These hospital systems collectively represent and plastic surgery represented the
around 25 percent of all hospital beds in the largest relative declines among surgical
United States. The findings revealed that US specialties.'® Hospitals and outpatient
providers surveyed saw a roughly 35 percent surgery center respondents that said they
decrease in surgical volumes from March 2020 relied more on that volume mix were hard-
to July 2020 compared to the year prior, and er hit financially than their peers.

on average expect to remain below historical
volumes for the remainder of 2020 (Exhibit
1).1112 Based on respondents’ projections for
the remainder of 2020, hospitals could end the
year with operating room volumes at around 20
percent below the previous year, equivalent to
around 2.5 months of historical volume.

— Regional differences: On average,
providers with hospitals in the South and
West expected to see the greatest de-
crease in volumes for the remainder of
2020, potentially due to the higher pre-
valence of COVID-19 in these communities
at the time of the survey.™

10 Glionna JM, “Avoiding care during the pandemic could mean life or death” Kaiser Health News, July 31,2020, khn.org.

Q5: When comparing 2019 to 2020, what percentage change in operating room surgeries (inpatient and outpatient) did your system perform
in 2020 compared to the same month in 2019? Responses for January through July 2020 (month to date).

Q8: What percentage change in operating room surgeries (inpatient and outpatient) do you expect your system to see for the remainder of
2020 compared to the same month in 2019? Responses for August through December 2020.

13 Q6: For the months of March—June 2020, which specialties saw the greatest decrease in surgical volume compared to the prior year? Please
rank in order from greatest reduction to least reduction. Option choices include: orthopedic, spine, neurosurgery, cardiovascular, general
surgery, ENT, GYN, plastic surgery.

Q4:In which region(s) of the United States does your system have hospitals (select all that apply): Northeast (ME, VT, NH, MA, NY, RI, CT, NJ,
PA), South (TX, OK, AR, LA, MS, AL, GA, FL, SC,NC, TN, KY, VA, WV, DC, MD, DE), Midwest (OH, MI, IN, IL, WI, MN, IA, MO, ND, SD, NE, KS),
West (CA, OR, WA, NV, ID, UT, MT, WY, CO, AZ, NM, AK, HI).
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— Facility size: On average, hospital systems
with more than 5,000 beds reported a great-
er relative decrease in surgical volumes from
March to July (—42 percent) compared with
systems with less than 5,000 beds (—25 per-
cent), and, on average, anticipated surgical
volumes would remain lower for the rest of
2020 (—20 percent and —1 percent, respec-
tively).® Some potential reasons could include
larger systems possibly located in areas with
higher rates of COVID-19 or perhaps larger
systems that were more likely to broadly
restrict elective care across geographies
despite differing disease burdens locally.

— System posture: While most systems
continued to report procedural volume
decreases in June and July, 24 percent
reported volumes actually increased above
2019 levels during these two months as
the hospitals worked through the original
procedural backlog.'®"7 Many of these
respondents overlap in geographies with
other respondents that experienced volume
declines during these same periods, sug-
gesting other factors (for example, patient
outreach, physician relationships, hospital
operations) were at play.

Almost universally, respondents reported that
they expected surgical volumes to be below
historic levels for the rest of 2020.

New challenges of operating ina COVID-19
environment are likely limiting hospital
efficiency and effective capacity, perhaps
contributing further to a future backlog.
Hospitals and physician practices began new
safety protocols in recent months, and many
of those are likely to persist for months or years
to come. Due to the new challenges of operat-
ing in a COVID-19 environment (for example,
increased sanitation measures and reserved
inpatient bed capacity), around 40 percent of

hospital systems surveyed do not believe they
would be able to return to historical procedural
throughput levels even if demand increased to
previous levels or higher.'8 Providers report
that workforce shortages, inpatient bed avail-
ability, and operating room capacity are the
most common barriers to increasing surgical
throughput (Exhibit 2).1

While challenges vary across providers, we
predict that nearly all hospitals are likely to face
multiple novel challenges at the same time for
the foreseeable future. The most frequently
cited challenge for the upcoming months is that
hospital workforces may not be stable. This
instability is related to, among other factors,
postponed paid time off, ongoing childcare
needs, the potential for COVID-19 infections
among staff, and provider burnout. Another key
challenge is that many hospitals are reserving
inpatient beds for potential COVID-19 surges.
Collectively, these and other challenges out-
lined in Exhibit 2 are expected to negatively
impact many hospitals’ procedural capacity,
as well as add incremental operating expenses.

The combination of this surgical backlog
paired with reduced effective hospital
capacity could impact both providers and
patients for years to come.

What will happen to the healthcare system
when millions of procedures are expected to
be deferred in 2020? While some patients
may ultimately decide to seek alternatives
to surgical care or have symptoms resolve
before seeking care altogether, survey re-
spondents said they expected around 80
percent of deferred procedural care to ulti-
mately result in cases (for example, when
patients report that they feel more comfort-
able returning to hospitals, or when a vaccine
or effective therapeutic is widely available).20
Using this estimate, there may be two months

15 Q2: Number of hospital beds across entire system.

Qb5: When comparing 2019 to 2020, what percentage change in operating room surgeries (inpatient and outpatient) did your system perform

in 2020 compared to the same month in 20199 Responses for January through July 2020 (month to date).

Q8: What percentage change in operating room surgeries (inpatient and outpatient) do you expect your system to see for the remainder of

2020 compared to the same month in 2019? Responses for August through December 2020.

Q9: If patient demand were unlimited, what is the highest operating room volumes (as a % of historical volume) your system could achieve and

sustain for 12 months in the current COVID environment?

Q13: What are the top 3 challenges your system may face in trying to increase elective surgery volume in the upcoming months?

Q10: Of the elective surgeries that were postponed from March to June, what percentage of patients do you think will need to reschedule their

care at some pointin the next b years?
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EXHIBIT 2

Several barriers exist to increase surgery volumes, but workforce shortages,
IP bed availability, and OR capacity are most common.
Percent of systems

indicating issue is
their largest challenge'

Barriers to increase elective surgery volume in upcoming months

% of respondents indicating the issue is one of their top 3 challenges'

Workforce shortages
Inpatient bed availability
OR room capacity
COVID-19 testing availability
Last-minute cancellations of procedures
PPE shortages
Limited patient demand
OR room turnover times
Access to outpatient pre-op visits
Other

Suboptimal allocation of OR block times

IP, inpatient; PPE, personal protective equipment; OR, operating room.
1 Q13: What are the top 3 challenges your system may face in trying to increase elective surgery volume in the upcoming months?
Source: McKinsey survey of 25 large US hospital systems (>1,200 inpatient beds)

or more of excess surgical demand across
the United States by the end of 2020. For the
United States to work through two months of
excess surgical demand in less than one year,
it would require hospitals across the country,
on average, to operate at 120 percent of
historical volumes for ten straight months
(Exhibit 3). However, this type of throughput
increase is unlikely, as less than 50 percent
of systems reported they would be able to
increase volumes significantly above their
historical baselines largely due to limited
provider capacity.?! As such, a more realistic
scenario is if health systems were to instead
operate at an average 10 percentincrease
above baseline volumes; in this case, around
20 months would be required to work through
the pent-up demand from 2020.

The continued deferral of care in 2021and
beyond, and/or ongoing challenges with

hospital capacity, could further exacerbate
the backlog of procedural cases. The poten-
tial result may be that patients may face long
wait times for surgical care. Studies have
shown that delays in surgical care for osteo-
arthritis can resultin progressive loss of
mobility and health-related quality of life,
and patients living with knee osteoarthritis
have a higher risk of death compared with
the general population, with increasing
risk as walking disabilities become more
severe.?223 |n addition to a potential impact
on morbidity or mortality, delays in care
could also lead to worse patient experience.
Given that some types of “elective” proce-
dures are more time sensitive than others,
providers may need to determine how to pri-
oritize care provided based on the urgency
of care required, and whether delayed care
could increase morbidity or mortality.

2 QO9: If patient demand were unlimited, what is the highest operating room volumes (as a % of historical volume) your system could achieve
and sustain for 12 months in the current COVID environment?

2 Hart A etal., “Comparison of US and Canadian perioperative outcomes and hospital efficiency after total hip and knee arthroplasty,” JAMA
Surgery, 2015, Volume 150, Number 10, pp. 9908, jamanetwork.com.
Nuesch E et al., “All cause and disease specific mortality in patients with knee or hip osteoarthritis: population based cohort study,” BMJ,
March 8, 2011, Volume 342, d1165, bmj.com.
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To proactively address the expected
COVID-19 surgical backlog, systems would
need toinstill patient confidence in the
near term. They also could consider opti-
mizing the use of existing capacity, and
will need to reimagine clinical operations
to become significantly more efficient.
The root cause of the elective procedure
backlog is likely due to a temporal mismatch
between supply and demand. This mismatch
could resultin excess hospital capacity (and
worsening financial performance) as patients
defer care, and excess demand in the future
as patients return to facilities. As patients
continue to report an increasing comfort in
returning to in-person care, respondents
report a variety of strategies (Exhibit 4) to
address or prepare for a potential increase
indemand.?*

Since building additional operating rooms
may not be practical for most systems given
the capital costs, physical space, and asso-
ciated workforce required, systems that are
able to increase effective capacity by opti-
mizing existing space will be able to perform
better in this challenging environment.
Around 80 percent of provider systems
surveyed believed they could increase
market share in the coming year given the

changes in the market dynamics.25 However,
itis possible that many systems may experi-
ence along-lasting decrease in market share
if they are not able to increase throughput to
the same levels as other providers in their
local market. Systems that are able to react
quickly to fluctuating market demand may
be better positioned to excel in the coming
years. Given the importance of surgical care
on the health of patients and the financial
health of hospital systems, operators will
need a robust strategic and operational plan
to manage the many new complexities and
effectively improve patient throughput.

Key actions that health systems could

take include:

1. Proactively engage patients and pro-
viders to instill confidence and reduce
unnecessary deferral of care. Given low
volume levels, it will be important to instill
patient confidence in advance of the
availability of a vaccine or effective thera-
peutic. According to the McKinsey’s Con-
sumer Health Insights Survey, patients
stated that providers actively contacting
them would make the greatest difference
in rescheduling their care sooner rather
than later.26 Systems that are able to do
this effectively will likely be able to return

24 McKinsey Healthcare COVID-19 Consumer Insights, July 14, 2020.
Q20: Do you believe your system has the ability to increase surgical market share in the upcoming year due to changes in the healthcare landscape?

McKinsey Healthcare COVID-19 Consumer Insights, June 8,2020.

EXHIBIT 3

It may take up to two years for providers to work through the surgical backlog

if they could operate at 10-20% above historical levels.

Potential surgical
volume as a percent
of historical volume, %
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Source: McKinsey survey of 25 large US hospital systems (>1,200 inpatient beds)
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EXHIBIT 4

Many actions are being taken to increase surgical throughput in the near term,
such as extending hours of operation.

Actions hospital systems are taking to increase surgical throughput

Planned near-term action (next 3 months)

% of respondents’

Extend typical hours of operation each day “
Reevaluate operating room block allocation “
Proactively contact patients a day in advance to limit cancellations
Hire additional staff
Increase use of virtual care to increase outpatient access
Focus on optimizing the length of stay for inpatients
Optimize room turnover times
Schedule elective procedures on weekends

' Q14: What actions is your system planning to take in the near term (i.e., next 3 months) to increase operating room utilization?
Source: McKinsey survey of 25 large US hospital systems (>1,200 inpatient beds)

to baseline volumes sooner and will be
better equipped to care for a broader
patient population as long as additional
capacity remains. Example tactics to do
this effectively include identifying pa-
tients via advanced analytics who have

quickly increase surgical patient through-
put while maintaining a high level of pa-
tient safety. Of the leaders surveyed, all
indicated that they were implementing
multiple measures, with extended operat-
ing room hours being the most common,

potentially delayed care, using tailored
digital capabilities to communicate with
patients about enhanced safety meas-
ures and protocols in place, and engaging
them via virtual care channels. In addition,
if capacity remains a challenge, systems
may need to invest further in alternative
treatments to surgery (for example, physi-
cal therapy), either as a temporal or long-
term measure. Alternative treatments
could potentially keep a patient stable
while maintaining a close relationship
while he/she awaits surgical care.

Increase effective capacity now to opti-
mize use of existing resources. While it
may not be practical to build additional
operating rooms in the near term, hospital
operators can take many approaches to

in the near term to increase surgical
throughput (Exhibit 4).27 Interestingly,
while around 40 percent of hospital sys-
tems no longer believe they could reach
100 percent of historical volumes given
new COVID-19 challenges, less than 50
percent of systems are pursuing most
levers to increase effective capacity (for
example, only 36 percent of systems are
planning to schedule cases on the week-
end).28:29 While many of these tactics
have associated costs (for example, ex-
tended or weekend hours), others do not
(for example, optimized operating room
block time allocation to ensure all operat-
ing room time dedicated to specific spe-
cialties or physicians is fully utilized). As
such, now is the ideal time for hospitals to
perform a holistic assessment of oppor-

27O14: What actions is your system planning to take in the near-term (i.e., next 3 months) to increase operating room utilization?
Q9: If patient demand were unlimited, what is the highest operating room volumes (as a % of historical volume) your system could achieve
and sustain for 12 months in the current COVID environment?
Q14: What actions is your system planning to take in the near term (i.e., next 3 months) to increase operating room utilization?
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tunities to improve procedural throughput
and revisit traditionally challenging topics,
such as standardizing effective block
allocation policies or scheduling proce-
dures during evenings and weekends.

3. Utilize advanced analytics to forecast
potential patient demand and manage
real-time system capacity, enabling
more agility in the response to fluctuating
volumes. As we discussed in “Preparing
for the next normal now: How health sys-
tems can adopt a growth transformation
in the COVID-19 world,”30 hospital sys-
tems have faced unprecedented chal-
lenges during the COVID-19 pandemic.
The uncertainty of what the coming
months will bring has hamstrung leaders
as they develop strategic and operational
plans for the future. While most systems
reported confidence in their ability to
monitor the pandemic as it evolves, much
less certainty exists around potential
future volumes, as less than 50 percent
of leaders are confident in their ability to
predict surgical volumes more than one
month in the future.3' As the number of
new COVID-19 cases continues to fluc-
tuate in communities across the United
States, leaders who are able to accurately
predict demand in the coming months
and years will be best equipped with stra-
tegic and operational plans that enable
them to better match supply and demand
in real time across acute and ambulatory
assets. Predicting demand accurately
could allow them to outperform peers.

4. Reimagine operating room and inpa-
tient throughput to transform opera-
tional efficiency. While shorter-term
solutions may help increase throughput
for a period of time, they may not be
sustainable for the long term. Ultimately,
systems can either add actual capacity by
increasing hours of operation or opening

up new physical space, or they could add
effective capacity by using their existing
space more efficiently. To do the latter,
systems will need to reimagine and trans-
form existing processes through the use
of advanced analytics and new technolo-
gies. Only a small percentage of respond-
ents reported plans to truly transform
their operating room operations over the
next 12 months. For example, 16 percent
of respondents said they were dedicating
resources to improve perioperative ana-
lytical capabilities and 12 percent were
using technology to reimagine the oper-
ating room experience for patients and
providers.3? Systems that put together
acomprehensive strategy to address
patient and provider needs (for example,
comfort with sanitation protocols, auto-
mation to address workforce shortages),
increase throughput through decision-
based changes (for example, hours of
operation), optimize utilization across
inpatient and outpatient surgical facilities,
and invest in newer operating room capa-
bilities (for example, an Al-backed algo-
rithm to predict case lengths and allocate
block times) will be most likely to capital-
ize on this opportunity and outperformin
the long term (Exhibit 5).

While providers have seen a significant de-
crease in surgical volumes due to COVID-19,
continued challenges are expected to keep
volumes below baseline for months to come,
resulting in a potentially lengthy backlog of
deferred procedures that will need to be
quickly addressed in the future to mitigate
negative patient impact. If the presence of
COVID-19 continues to oscillate, providers
will need to focus on significantly increasing
throughput when COVID-19 prevalence in the
community is temporarily low to counteract
times when they may be forced to reduce
elective capacity. The abilities to engage pa-
tients and providers to reduce unnecessary

30Malani R, Revenig L, Santo T, and White M, “Preparing for the next normal now: How health systems can adopt a growth transformation

inthe COVID-19 world,” August 21,2020, McKinsey.com.

Q18: In current state, how far in advance is your system able to accurately predict (within 10% of actual) future surgical volumes? Q19,
How would you rate your system’s ability to leverage epidemiologic data to predict inpatient COVID demand for the next 2 months?
Q16: What actions is your system planning to take in the medium-term (i.e., next 12 months) to increase operating room utilization?
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EXHIBIT 5
Most systems are not planning to reimagine clinical operations in the next
12 months to increase surgical throughput.

Actions hospital systems are taking to reimagine clinical operations and increase surgical throughput

Planned medium-term action (next 12 months)

% of respondents’

Establish hospital command center to monitor real-time demand and capacity
Reimagine the continuum of care using virtual care

Dedicate resources to improve analytic capabilities in perioperative services
Utilize technology to reimagine the operating room experience
Build additional operating rooms “

1 Q16: What actions is your system planning to take in the medium term (eg, next 12 months) to increase operating room utilization?
(Select all that apply and rank in order of importance.)
Source: McKinsey survey of 25 large US hospital (>1,200 inpatient beds) systems

deferrals of care, react quickly to increase Without robust strategic and operational
surgical throughput when COVID-19 activity plansin place, both providers and patients
is low, and efficiently manage capacity could face adverse outcomes in the months
through the use of digital and analytic capa- and years to come due to the COVID-19
bilities represent new muscles that provider pandemic. However, providers could use the
systems will need to strengthen in the coming pandemic as a catalyst to strengthen clinical
months and years if they aspire to recapture operations, enable growth, and transform
and grow surgical volumes while ensuring care delivery to improve patient experience
timely access for patients in need of care. and outcomes in the future.
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Disclaimer: These materials are being provided on an accelerated basis in response to the COVID-19 crisis. These materials
reflect general insight based on currently available information, which has not been independently verified and is inherently
uncertain. Future results may differ materially from any statements of expectation, forecasts or projections. These materials
are not a guarantee of results and cannot be relied upon. These materials do not constitute legal, medical, policy, or other
regulated advice and do not contain all the information needed to determine a future course of action. Given the uncertainty
surrounding COVID-19, these materials are provided “as is” solely for information purposes without any representation or
warranty, and all liability is expressly disclaimed. References to specific products or organizations are solely for illustration and
do not constitute any endorsement or recommendation. The recipient remains solely responsible for all decisions, use of these
materials, and compliance with applicable laws, rules, regulations, and standards. Consider seeking advice of legal and other
relevant certified/licensed experts prior to taking any specific steps.
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