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Shifting Demographics
The “Squaring” of the Age Pyramid
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Labor and Supply Chain Inflation
Ongoing effects of the pandemic Beth Israel Lahey Health

Post pandemic labor and supply chain inflation have outpaced
reimbursements causing major cost management concerns.

Year-over-year percent change Year-over-year percent change

—Heathcare services inflation (PCE)

——Healthcare wages (ECI)
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Mote: PCE (Personal Consumption Expenditures Price Index) is a measure of price changes; ECl (Employment Compensation
Index) is a measure of changes in employee compensation and includes employee benefits.

Sources: U.5. Bureau of Economic Analysis (BEA) and U.5. Bureau of Labor Statistics (BLS).

Taken from the Federal Reserve Bank of Kansas City: https://www.kansascityfed.org/research/charting-the-economy-archive/rising-labor-costs-
in-the-healthcare-sector-are-poised-to-buttress-services-inflation/



The Broken Math of Modern Healthcare )
The sustainability model is not working. Beth Israel Lahey Health

Every variable in the sustainability function is negatively

impacted by these trends.

* Revenue compression

(revenue — cost) * capacity » Cost inflation

 Capital restriction
Duration of
episode * |Inefficiency/throughput

(e.g. LOS, length of challenges
appt.)




The Broken Math of Modern Healthcare )
The Problems Are Universal. Resiliency Is Not. Beth Israel Lahey Health

Health systems differ in their ability to address or withstand the economic challenges of the macro

environment creating “haves” and “have-nots”.

Shorter Runway Longer Runway

Critical access and Most systems are somewhere in the middle 1) High priced systems

rural hospitals without working on cost reductions, revenue with large
other governmental optimization and other strategies. endowments

support.

2) Safety net systems
with government subsidy
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