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Health Care Facilities
Hospital Survey: Inpatient Volumes Were 
Positive; Expect More Doc Outsourcing
Key Takeaway 
We conducted a survey of executives from 50 hospitals across the 
country to gauge Q2 volume trends and came away with the 
conclusions that 1) inpatient volume trends turned positive after 
several quarters of consistent declines, 2) Medicaid expansion is 
yielding notable benefits for the hospitals in those select states, and 3) 
more hospitals are expecting to outsource physician services 
(specifically hospitalists).

After several years of consistent quarterly declines, inpatient volumes trended 
positive among our survey respondents. We have been conducting hospital volume 
surveys for a few years now and have not seen positive inpatient volume trends over that 
period as the impact of the weak economy and plan design changes consistently 
dragged down broader healthcare utilization trends. For that reason, we find it very 
encouraging to see our survey respondents report a weighted average inpatient 
admission increase of 0.4% for 2Q14 and believe that the improving economic 
environment, along with the implementation of the Affordable Care Act (H/C reform) and 
pent up demand resulting from patients waiting as long as possible to get procedures 
done are driving improved hospital volumes that should carry forward at least for the next 
few quarters. We view this as a positive read for hospitals such as CYH, HCA, THC as 
well as service providers exposed to these trends such as EVHC, IPCM, MD and TMH.

Provider optimism for Q3 is also a positive sign. More than 70% of our survey 
respondents noted their expectation for flat to up inpatient volume trends in Q3. Given the 
hospital sector's 5-year track record of negative volume trends, we view this optimism 
among hospital executives as a notable positive that likely foreshadows continued 
improvements in volume trends. It is notable that executives at hospitals with more than 
250 beds all indicated their expectations for improved volume trends in Q3, which we 
believe translates well for the publicly-traded hospitals that we cover.

The ACA is having an impact on hospital performance, but Medicaid expansion is 
key. Medicaid expansion is having a significant impact on hospitals, with providers in 
expansion states reporting a 200 bps shift in payer mix from self-pay to Medicaid, and 
hospitals in expansion states were significantly more optimistic than hospitals in non-
expansion state regarding ACA-driven improvements in payor mix and volumes in the 
second half of the year. That said, 54% of our surveyed hospitals indicated that the ACA 
has not impacted volume trends yet; it is worth noting though that half of hospitals with 
500 or more beds noted improved admission trends as a result of the ACA. Given these 
results, we continue to monitor developments related to Medicaid expansion efforts in 
states that are key for the publicly traded hospitals such as PA, TN, and FL.

ER volumes have picked up as a result of the ACA, particularly in Medicaid 
expansion states. 34% of our survey participants noted increased emergency 
department admissions (48% said ED volumes were flat). However, 42% of EDs in 
Medicaid expansion states reported volume increases compared to 29% in non-
expansion states, which in our view, validates the near-term thesis that Medicaid 
expansion is driving increased ER utilization. Positive for EVHC and TMH. Of the 50 
respondents to our survey, 68% noted increased ER volumes in Q2, with 42% indicating 
volume growth of 1% to 5%.

Hospitals are looking to outsource more inpatient-based physician specialties.
54% of hospitals with more than 250 beds anticipate outsourcing some hospital-based 
physician specialties, with hospitalists the most frequently mentioned specialty. 
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Interestingly enough, 72% of our respondents who indicated an interest in outsourcing 
physician services mentioned their intention of using a pure-play provider such as IPCM 
or MD, while 17% preferred the bundled service structure and another 11% indicating the 
possibility of choosing the bundle. We view this as a positive for EVHC, IPCM, MD, and 
TMH.
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