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Meanwhile, hospital executives report that operating 
expenses increased with COVID-19 surge prepara-
tions, including implementation of new care protocols, 
procurement of suddenly expensive and hard-to-find 
personal protective equipment (PPE), and acquisition 
of ventilators and other intensive care unit (ICU) equip-
ment. Salary and benefits for physicians and other 
workers, which typically compose 50% of a hospital’s 
operating expenses, grew with a rise in overtime and 
needs for temporary staffing.

With a decline in operating revenue and added 
COVID-19-related expenses, profitability at acute 
care hospitals in California has likely decreased sub-
stantially. Before the pandemic, California hospitals 
averaged $8.7 billion in monthly total net patient reve-
nue for all inpatient and outpatient services. Based on 
interviews, news reports, and our analysis of hospital 
financial information, the authors estimate that total 
net patient revenue in California hospitals is falling by 
$3.2 billion per month in the first four months of the 
pandemic — March, April, May, and June 2020. This is 
a reduction of 37% from pre-COVID-19 levels.

Some of this reduction was partially offset by the fed-
eral Coronavirus Aid, Relief, and Economic Security 
(CARES) Act and the Paycheck Protection Program 
and Health Care Enhancement Act, which together 
provide $175 billion in emergency funding for US hos-
pitals and other health care organizations. As of early 
May, California hospitals had secured a bit less than 
$3.5 billion of CARES funding, and providers collec-
tively had received $5.3 billion.8

In the medium and longer term, the authors project 
that hospitals in the state will experience significant 
downward pressure on revenue as more Californians 
shift from employer-based to public health insurance 
coverage. Meanwhile, absent additional public sources 
of funding, preparation for future pandemic and pub-
lic health emergencies could add to underlying cost 
structures. These forces, along with ongoing pressure 
to reduce health system spending, will require hospi-
tals to find new operational efficiencies to survive in a 
post-COVID-19 environment.

Overview

In mid-March 2020, the world changed for 
Californians and their health care system. 
Responding to a Centers for Disease Control and 

Prevention projection of as many as 21 million COVID-
19 infections across the US requiring hospitalization, 
California Governor Gavin Newsom announced a 
statewide “shelter-in-place” order1 and requested that 
the state’s hospitals increase their inpatient bed sup-
ply from approximately 80,000 to 130,000 — a 62% 
increase.2 Health care leaders and the state moved 
quickly to enhance capacity.3 These developments had 
significant and immediate impacts on hospital patient 
volume and expenses. This issue brief provides ini-
tial estimates of some of the immediate financial and 
longer-term impacts of the COVID-19 pandemic on 
California’s hospitals and health care system.

Before the pandemic, the state’s hospitals collectively 
averaged nearly 257,000 inpatient and four million out-
patient visits each month.4 As COVID-19 containment 
efforts took hold, patient volume fell precipitously as 
hospitals discontinued elective and nonurgent care at 
the urging of the US Surgeon General, professional 
organizations, and state officials.5 Research conducted 
for this brief shows that outpatient services — which 
represent about 40% of total California hospital vol-
ume — decreased by more than 50% in the 60-day 
period after the statewide shelter-in-place order went 
into effect. Emergency department (ED) visits, which 
generate approximately 60% of all inpatient admis-
sions in California,6 dropped by 40% to 60%7 in the 
same two-month period.

Outpatient services — which represent 
about 40% of total California hospital 
volume — decreased by more than 
50% in the 60-day period after the 
statewide shelter-in-place order went 
into effect.

http://www.chcf.org
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Exhibit 1. �General Acute Care Hospital Utilization in 
California, 2018

ANNUAL % MONTHLY

Outpatients

ED Visits 13,337,424 28% 1,111,452 

Clinic Visits 17,937,533 37% 1,494,794 

Home Health Visits 1,489,555 3% 124,130

Referred Outpatient Visits 14,134,262 29% 1,177,855

Outpatient Surgeries 1,056,050 2% 88,004

Totals 47,954,824 100% 3,996,235

Inpatient Admissions

	$ From Hospital ED  1,850,152 60% 154,179

	$ Direct, Not from ED 
(excluding births)

1,197,659 39% 99,805

	$ Births 35,776 1% 2,981

Totals 3,083,587 100% 256,966

There has been an unexpectedly large 
drop in ED visits, which is the most 
important source of patients and 
revenue for many hospitals.

Historical Volume and 
Impact of the COVID-19 
Crisis
Historical data on patient volume in general acute 
care hospitals in California is available from the Office 
of Statewide Health Planning and Development 
(Exhibit 1). In 2018, total outpatient visits in acute care 
hospitals averaged four million per month. Slightly 
more than one-third (37%) of these were clinic vis-
its. Total inpatient admissions at acute care hospitals 
exceeded three million, or an average of just under 
257,000 per month.

Emergency Departments
California hospitals usually see more than 1.1 million 
patients in their EDs each month and, on average, 
admit about 13% of these patients, generating 
more than 100,000 inpatient admissions per month 
(Exhibit 2). These ED admissions represent about 60% 
of total admissions to California hospitals.9 Usually, 
over half of ED visits (52%) are for minor-, low-, or 
moderate-severity issues but result in very few inpa-
tient admissions. In contrast, over 40% of “severity w/ 
threat” ED patients are admitted as inpatients.

Exhibit 2. �Hospital Emergency Department Visits and Admissions Through Emergency Departments in California, 2018

TOTAL ED VISITS INPATIENT ADMISSIONS

ED VISIT TYPE Monthly % of Total
% of ED Visits 

Admitted Through ED 
% Total 

(ED + Non-ED)

Minor (CPT 99281)  52,563 4% 0.6%  305 0.1%

Low/Moderate (CPT 99282)  155,941 13% 0.5%  852 0.3%

Moderate (CPT 99283)  409,113 35% 2.7%  11,189 4.4%

Severe w/o threat (CPT 99284)  310,759 26% 8.5%  26,411 10.3%

Severe w/ threat (CPT 99285)  249,998 21% 43.4%  108,545 42.2%

Acuity Level Unknown (no CPT Codes)  7,753 1% 0.0%  7,753 3.0%

Totals 1,186,127 100% 13.1%  155,054 60.3%

EXHIBITS 1 AND 2:

Note: Data include all general acute care hospitals and exclude specialty and Kaiser hospitals.

Source: 2018 Calendar Year Hospital Utilization Pivot Table, Office of Statewide Health Planning and Development, last updated January 7, 2020.

http://www.chcf.org
https://healthdata.gov/dataset/hospital-annual-utilization-report-pivot-tables/resource/90b2adbd-4677-4cb4-b4cb
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While volume reductions were expected in hospital 
ambulatory and outpatient settings, there has been an 
unexpectedly large drop in ED visits. Interviews con-
ducted for this brief and public reports suggest that 
California hospitals have experienced declines of 40% 
to 60% in ED visits.10

Real-time hospital registration data from a large sam-
ple of California hospitals (representing over 40% of 
the total statewide ED visit volume) confirm these 
findings.11 Exhibit 3 shows small decreases in ED vis-
its as early as February, and reductions of 35% as of 
March 19, 2020, the day the governor issued the shel-
ter-in-place order. Throughout April, ED visits among 
this group were 54% lower than the prior year, with 
only slight increases in May. In mid-May, visits were still 
down about 45%.

Assuming ED visit volume continues to slowly rebound 
from its April low, the authors still project an average 
reduction of 39% in the first two months of the “soft 
reopen” period of May and June 2020 (Exhibit  4). 
These declines in ED visits could lead to an 11% 
decline in monthly inpatient admissions through the 
ED.

Exhibit 4. �Projected Reductions in Hospital Volume (%), First Four Months Post-COVID-19 Shutdown  
Emergency Department Visits and Inpatient Admissions from Hospital Emergency Departments

TOTAL ED VISITS INPATIENT ADMISSIONS

ED VISIT TYPE
% of Total — 

Pre-COVID
SIP  

Month 1
SIP  

Month 2
Soft Reopen  
Months 3–4

SIP  
Month 1

SIP  
Month 2

Soft Reopen  
Months 3–4

Minor (CPT 99281) 4% –85% –85% –75% –85% –85% –75%

Low/Moderate (CPT 99282) 13% –85% –85% –75% –85% –85% –75%

Moderate (CPT 99283) 35% –65% –65% –50% –65% –65% –50%

Severe w/o threat (CPT 99284) 26% –35% –35% –25% –35% –35% –25%

Severe w/ threat (CPT 99285) 21% –15% –15% –10% –15% –15% –10%

Acuity Level Unknown (no CPT Codes) 1% –50% –50% –50% –50% –50% –50%

 % Reduction — Monthly Totals –50% –50% –39% –15% –15% –11%

Source: Authors’ estimate based on 2018–2019 FY Hospital Annual Selected File (April 2020 Extract), Office of Statewide Health Planning and Development, 
May 22, 2020. 

Exhibit 3. �California Hospital Emergency Department 2020 
Volume, (as a percentage of 2019)
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http://www.chcf.org
https://healthdata.gov/dataset/hospital-annual-financial-data-selected-data-pivot-tables/resource/0d445519-3d55-4244-b99d
https://collectivemedical.com/
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All Hospital Services
Published reports and interviews with hospital CEOs 
and CFOs conducted for this issue brief reveal sub-
stantial declines in all hospital services, with outpatient 
clinic visits and outpatient surgeries experiencing the 
largest declines.12 The authors estimate that total out-
patient visits fell nearly 75% during the first month 
of shelter-in-place, while total inpatient admis-
sions among California acute care hospitals fell 40% 
(Exhibit 5).

Outpatient visits are expected to increase in the first 
two months following the beginning of the relax-
ation of the shelter-in-place (SIP) order in mid-May. 
This increase will be driven mainly by hospitals per-
forming elective outpatient surgery on patients that 
had been scheduled before the shutdown. However, 
overall, total outpatient visits are estimated to remain 
down nearly 25% from pre-COVID-19 benchmarks 
even after two months following relaxation of SIP. 
Similarly, the authors project inpatient discharges will 
also remain well below pre-COVID-19 baselines as SIP 
is loosened.

Sharp reductions in both inpatient and outpa-
tient volume after the SIP order have not been 
offset by increased volume from COVID-19 patients 
in California. Despite “hot spots” in Los Angeles and 
Santa Clara Counties, the number of cases and hospi-
tal admissions have been far below early worst-case 
projections. From April 1 to May 15, 2020, an aver-
age of 4,938 patients per day were hospitalized for 
confirmed or suspected COVID-19 statewide. This 
represents only approximately 5% of the statewide 
bed capacity (including added surge capacity) and 
well below the original projections that required hos-
pitals to free up capacity for the expected surge. For 
point of comparison, under normal conditions, total 
monthly hospital admissions in California average 
250,000+ per month.

Exhibit 5. �Projected Reductions in Hospital Volume (%), 
First Four Months Post-COVID-19 Shutdown 
All Hospital Services 

SIP  
Month 1

SIP  
Month 2

Soft Reopen  
Months 3–4

Outpatients

ED Visits –50% –50% –39%

Clinic Visits –80% –70% –50%

Home Health Visits –70% –60% –40%

Referred Outpatient Visits –90% –70% –50%

Outpatient Surgeries –90% –70% –40%

Totals (Weighted) –74% –63% –24%

Inpatient Discharges

	$ Through ED (60%) –15% –15% –11%

	$ Direct, Nonmaternity –80% –65% –50%

	$ Maternity –15% –15% –15%

Totals –40% –35% –26%

Source: Authors’ estimate based on 2018–2019 FY Hospital Annual 
Selected File (April 2020 Extract), Office of Statewide Health Planning and 
Development, May 22, 2020.

http://www.chcf.org
https://healthdata.gov/dataset/hospital-annual-financial-data-selected-data-pivot-tables/resource/0d445519-3d55-4244-b99d
https://healthdata.gov/dataset/hospital-annual-financial-data-selected-data-pivot-tables/resource/0d445519-3d55-4244-b99d
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Hospital Expenses 
Related to COVID-19
An early survey of 800 US hospitals, cited in a 
Kaufmann Hall National Hospital Flash Report,13 
showed double-digit increases in actual expenses rel-
ative to budget across all expense categories. When 
calculated as adjusted expenses per discharge, which 
takes into account the lower utilization, March 2020 
expenses rose approximately 18% compared to bud-
get or to March 2019. Smaller hospitals and those 
in West Region, which includes California, reported 
higher year-over-year increases.14

Equipment, Supplies, and 
Construction
Interviews conducted for this brief suggest that 
COVID-19 surge preparations generated substantial 
new expenses for the following:

	$ Converting general medical beds to ICU capa-
bility with the associated equipment and 
monitoring, which can cost $45,000 for heart 
monitors, oxygen monitors, and ventilators15

	$ Reengineering heating, ventilating, and 
air-conditioning (HVAC) systems to add nega-
tive-pressure patient rooms to isolate COVID-19 
patients

	$ Constructing temporary structures such as tents 
in parking lots or converting cafeteria and other 
nonclinical space to clinical use

	$ Leasing property such as closed hospitals, con-
vention centers, and sports arenas to set up 
temporary hospital operations

	$ Purchasing medical supplies and equipment, 
including testing supplies and PPE16

	$ Creating emergency operation centers

	$ Expanding laboratory testing capabilities

	$ Organizing computer, phone, and operation 
systems to support employees now working 
remotely

Human Resources Expenses and 
Expense Management
Hospital executives also report additional expenses 
related to evaluating, redeploying, and training their 
workforces for COVID-19, including:

	$ Updating and training staff, and implementing 
pandemic preparedness plans such as proto-
cols for separating staff who come in contact 
with presumed or diagnosed COVID-19 patients 
from staff who are in contact with other patients

	$ Increasing staff for security and monitoring

	$ Ramping up infection control and triage training 
for health care professionals and support staff, 
especially in light of supply chain deficits and 
a predicted shortage of respiratory therapists 
trained to operate ventilators

	$ Increasing staff overtime and hazard pay for some 
facilities, and paying for transportation and hotel 
accommodations to minimize employee poten-
tial contagion and contact with family members17

Hospital systems, in addition, redirected staff to “hot 
spots” within and across hospitals and developed care 
teams that could be deployed to the ICU and oversee 
care.

At the same time, because of reduced demand for 
both emergency and scheduled hospitals services, 
hospitals have been looking for ways to reduce their 
costs unrelated to COVID-19. Staffing has been the 
primary lever to reduce operating costs, since salary 
and employee benefits account for more than 50% 
of general acute care hospital budgets in California. 
As of early May 2020, at least 11 California hospitals 
and health systems have announced decisions for staff 
to take accrued vacation, salary reductions, reduced 
hours, furloughs, and layoffs.18

http://www.chcf.org
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COVID-19 Impact on 
Hospital Revenue
Data from the Office of Statewide Health Planning and 
Development shows that California’s acute care hospi-
tals collected an average of $8.7 billion net revenue 
per month in 2018 (Exhibit 6). Significant declines in 
inpatient and outpatient visit volume have decreased 
net revenue substantially. The authors estimate an 
immediate 50% reduction in hospital net revenue, fol-
lowed by gradual improvements as shelter-in-place 

orders begin to loosen. However, the authors estimate 
that total net patient revenue in California hospitals 
will have fallen by an average $3.2 billion per month 
in each of the first four months of the pandemic — 
March through June 2020. This is a reduction of 37% 
from the revenue they would have collected in the 
same four-month period, pre-COVID-19.

Exhibit 6. �Estimated Change in California Hospital Gross and Net Revenue, Pre- vs. Post-COVID-19

PRE-COVID-19 POST-COVID-19 REDUCTIONS

REVENUE CATEGORY Monthly Revenue
SIP  

Month 1
SIP  

Month 2
Soft Reopen  
Months 3–4 Months 1–4

Compared to 
Pre-COVID-19 

Months 1–4

Gross — Inpatient $22,497,109,469 –39% –34% –28% –$29,021,271,215 –32%

Gross — Outpatient $13,710,959,030 –71% –61% –25% –$24,953,945,435 –46%

Gross — Total $36,208,068,499 –51% –44% –27% –$53,975,216,650 –37%

Paid to Charge % 24%

Net Total $8,689,936,440 –51% –44% –27% –$12,954,051,996 –37%

Notes: Gross revenue is hospital charges. Net revenue is payments to hospitals, after adjustments for contractual allowances, discounts, and bad debt. 
Hospital Paid to Charge ratios (net revenue / gross revenue) vary significantly based on the payer mix of commercial insurance, Medicare, Medi-Cal, and 
other because of differences in payment rates by payer. This analysis makes the simplifying assumption that volume reductions occur across the board. It 
does not attempt to capture any changes that result from differences by payer mix.

Source: Authors’ estimate based on 2018–2019 FY Hospital Annual Selected File (April 2020 Extract), Office of Statewide Health Planning and Development, 
May 22, 2020. 

http://www.chcf.org
https://healthdata.gov/dataset/hospital-annual-financial-data-selected-data-pivot-tables/resource/0d445519-3d55-4244-b99d
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losing employer-sponsored health coverage in the 
coming months.19 In this scenario, there will be a 
change in the payer mix: The authors estimate that the 
share of all Californians with commercial health insur-
ance coverage will drop from 55% pre-COVID-19 to 
47% post-COVID-19, along with offsetting increases 
in Medi-Cal coverage, the Covered California health 
exchange, and the uninsured.

It is important to note that populations with different 
types of health coverage use hospital services at dif-
ferent rates, and that prices paid to hospitals for those 
same services vary depending on the type of cover-
age (Exhibit 8). As noted above, before the shutdown, 
55% of all Californians had commercial insurance. 
While they accounted for 27% of all hospital utiliza-
tion, they generated 40% of total net revenue for 
California’s hospitals.

Projecting the Medium-
Term Impact of 
COVID-19 on California’s 
Hospitals
As shelter-in-place restrictions ease and patient vol-
ume eventually returns to pre-pandemic levels, the 
authors project that a longer-term impact of COVID-
19 on hospital finances in California will emerge driven 
by the significant shifts in insurance coverage status 
typically attendant to economic recession.

These dynamics are analyzed in Exhibit 7. Roughly 
in line with estimates from the California Legislative 
Analyst’s Office, the authors assume a loss of five mil-
lion California jobs, with nearly three million individuals 

Exhibit 7. �Projected Changes in Health Insurance Coverage in California Assuming Five Million Jobs Loss

COMMERCIAL* MEDI-CAL MEDICARE UNINSURED TOTALS

Health Insurance Coverage

Pre-COVID-19 (2018) 21,148,800 10,194,300 4,240,200 2,774,100 38,357,400

Change –2,250,000 1,480,000 0 770,000 0

Post-COVID-19 18,898,800 11,674,300 4,240,200 3,544,100 38,357,400

Percentage Distribution

Pre-COVID-19 55% 27% 11% 7% 100%

Post-COVID-19 49% 30% 11% 9% 100%

*Includes Exchange/ACA.

Notes: Although there are workers over 65 who continue to receive health coverage through an employer, the numbers are assumed to be small and do not 
significantly impact the number and proportion of people with Medicare coverage. Data do not include those eligible for both Medi-Cal and Medicare (dual 
eligibles) and excludes Military.

Source: Authors’ estimate based on “Health Insurance Coverage of the Total Population” (2018), KFF, n.d.

Exhibit 8. �Link Between Source of Health Insurance Coverage and California Hospital Charges and Net Revenues

COMMERCIAL* MEDI-CAL MEDICARE UNINSURED

California Health Insurance Coverage — by Source 55% 27% 11% 7%

% of California Total Hospital Charges 27% 30% 40% 3%

% of California Total Hospital Net Revenue 40% 31% 27% 2%

*Includes Exchange/ACA.

Note: Data include all general acute care hospitals and exclude specialty and Kaiser hospitals.

Source: 2018 Calendar Year Hospital Utilization Pivot Table, Office of Statewide Health Planning and Development, last updated January 7, 2020.

http://www.chcf.org
https://www.kff.org/other/state-indicator/total-population/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://healthdata.gov/dataset/hospital-annual-utilization-report-pivot-tables/resource/90b2adbd-4677-4cb4-b4cb
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 Exhibit 9 projects the potential effects if payer-mix 
changes persist for a 12-month period. It compares 
hospital gross (billed) charges and net revenue to pre-
COVID-19 levels of utilization, charges, and payment 
rates.

This assumed scenario projects a $16.4 billion drop 
in total hospital billed charges and a decline in net 
revenue of $5.85 billion from commercially insured 

patients. These reductions would be partially offset by 
increased charges and payments from Medi-Cal and 
the uninsured population.20, 21 The net effect of the 
change in payer mix would be a net reduction of total 
net revenues across all payers for all California hospi-
tals of $2 billion, or −2%, compared to pre-COVID-19 
levels.

Exhibit 9. �Estimated Changes in California Hospital Payer Mix, and Impact on Hospital Charges and Net Revenue 
Pre- vs. Post-COVID-19

COMMERCIAL* MEDI-CAL MEDICARE UNINSURED TOTALS

Health Insurance Coverage

Pre-COVID-19 21,148,800 10,194,300 4,240,200 2,774,100 38,357,400

Post-COVID-19 18,898,800 11,674,300 4,240,200 3,544,100 38,357,400

Change Amount –2,250,000 1,480,000 0 770,000 0

Change % -11% 15% 0% 28%

Pre-COVID-19

Total Billed Charges $118,299,874,463 $130,513,814,870 $176,344,506,115 $8,897,030,468 $434,055,225,916

Total Net Revenue $42,245,308,633 $32,326,983,867 $28,693,175,571 $1,452,300,577 $104,717,768,648

Charge per Covered Life $5,594 $12,803 $41,589 $3,207

Net Revenue per Covered Life $1,998 $3,171 $6,767 $524

Paid as % of Charges 35.7% 24.8% 16.3% 16.3% 24.1%

Post-COVID-19

Change in Charges –$12,585,807,116 $8,278,664,237 $0 $2,469,526,499 –$1,837,616,381

Change in Net Revenue –$4,494,436,773 $2,050,543,427 $0 $403,111,439 –$2,040,781,906

Total Billed Charges $105,714,067,347 $138,792,479,107 $176,344,506,115 $11,366,556,967 $432,217,609,535

Change in Total Billed Charges –11% 6% 0% 28% 0%

Paid as % of Charges 35.7% 24.8% 16.3% 16.3% 23.8%

Total Net Revenue $37,750,871,860 $34,377,527,294 $28,693,175,571 $1,855,412,016 $102,676,986,742

Change in Net Revenue –$4,494,436,773 $2,050,543,427 $0 $403,111,439 –$2,040,781,906

Change in Total Net Revenue –11% 6% 0% 28% –2%

*Includes employer, self insured, Exchange/ACA.

Note: This analysis makes the simplifying assumption that hospital utilization is at pre-COVID-19 levels and that patients do not change utilization patterns 
when there is a change in the payer source for health insurance coverage.

Source: Authors’ estimate based on 2018–2019 FY Hospital Annual Selected File (April 2020 Extract), Office of Statewide Health Planning and Development, 
May 22, 2020. 

http://www.chcf.org
https://healthdata.gov/dataset/hospital-annual-financial-data-selected-data-pivot-tables/resource/0d445519-3d55-4244-b99d
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Potential Longer-Term 
Impacts of COVID-19 on 
California Hospitals
While longer-term impacts of the COVID-19 pan-
demic and accompanying recession are difficult to 
predict, these potential developments are among the 
most likely:

	$ Danger of hospital price inflation. Accrued losses 
from the COVID-19 shutdown and slowdown along 
with the expected shift from higher-paying patients 
with commercial coverage to patients covered by 
Medi-Cal or with no insurance will create substan-
tial pressure on hospital finances. This could ignite 
a surge in hospital price inflation in the commercial 
insurance market.

In turn, this would exacerbate an already very 
difficult public policy issue — the growing unaf-
fordability of health insurance and health care in 
the commercial market. The average cost of fam-
ily health insurance policies in California’s employer 
market already exceeds $20,000 per year and has 
been increasing at more than twice the rate of infla-
tion for the past five years.22

A related development is the deteriorating financial 
status of smaller hospitals and physician practices, 
which could accelerate the trend in consolidation 
and reduced competition within the health care 
delivery system. A robust body of academic 
research has found that increasing horizontal, verti-
cal, and cross-market consolidation leads to higher 
prices for medical services and more expensive 
health insurance premiums for consumers.23

	$ Expanded telehealth. The rapid, significant expan-
sion and acceptance of phone and video visits 
— known as telehealth — as an alternative to face-
to-face doctor consultations during the shutdown 
suggests that telehealth might play a much larger 
role in hospitals going forward. Temporary COVID-
19 approvals to reimburse providers the same as 
in-person visits for Medicare and Medicaid mem-
bers has encouraged adoption.

In 2018, California’s acute care hospitals recorded 
roughly 18 million outpatient clinic visits, more than 
one-third of their total outpatient volume. Extension 
of payment parity and demand from patients may 
facilitate a larger, more permanent role for tele-
health throughout California’s health care delivery 
system.

	$ Provider-to-provider and hospital connectivity. 
Pre-COVID-19 efforts for interoperable medical 
records and post-COVID-19 demands for pan-
demic preparedness and public health surveillance 
may lead to better clinical data exchange capabili-
ties across California’s acute care hospitals. Already, 
improved technology and electronic medical 
record interfaces have permitted more provider-
to-provider communication behind the scenes to 
expedite laboratory and radiology results inter-
pretation, specialist consultation, and sharing of 
resources.24 Hospitals in a number of cities com-
municated their daily COVID-19 ED visits, inpatient 
admissions, and ICU admissions. In some cases, 
this led to transfers of both COVID-19 and non-
COVID-19 patients to better balance demand and 
resources in the community.

	$ Operational efficiencies. All health care providers, 
including hospitals, have been forced to adjust their 
cost structures as a result of substantial reductions in 
operating revenue. Although post-COVID-19 oper-
ations will continue to have higher supply costs and 
less efficient use of space in the near term as they 
maintain levels of surge capacity, recent experience 
with staff working remotely, and requirements to 
maintain social distancing, may encourage more 
efficient operations concerning patient support 
and supply management. It may also encourage 
additional staff training that will allow hospitals to 
deploy skilled workers more effectively.

Such efficiencies could provide needed relief from 
the long-term trends of continually rising health 
care costs that threaten affordability and access to 
care in California.
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 Conclusions
This early assessment reveals a substantial and unex-
pected immediate financial shock to California’s 
hospitals, both in unplanned new COVID-19-related 
surge preparation costs and in the striking decline in 
utilization and revenue as patients avoided hospital 
emergency rooms and hospitals canceled or delayed 
elective services and procedures.

In the medium term, the COVID-19 epidemic is gen-
erating significant economic costs, particularly in job 
loss and the associated loss of employer-based com-
mercial insurance coverage. These losses will likely 
translate into shifts in hospital payer mix across com-
mercial, Medi-Cal, and the uninsured over the longer 
term. The authors estimate, at an aggregate level, that 
the shift in hospital payer mix could translate to a 2% 
decrease in California hospitals’ net patient revenue 
compared to the base period. This payer-mix shift 
would hit some hospitals more than others depending 
on their pre-COVID-19 share of patients covered by 
commercial health plans.

Finally, while the long-term impact of COVID-19 on 
California’s hospitals isn’t yet clear, the pandemic 
and accompanying recession is likely to accelerate 
several pre-COVID-19 trends in the delivery system. 
These include increased consolidation and pressure to 
increase service prices, potentially wider adoption of 
telehealth and clinical data exchange, and continued 
pressure to reduce underlying cost structures. Acute 
care hospitals will be forced to meet and adapt to 
all of these developments in a starkly different post-
COVID-19 landscape in California.
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