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¢ Health systems are running out of runway. The next few years
Intro uCthn will determine which organizations pull ahead and which fall
permanently behind—and 2026 will shape that trajectory. Market
forces are accelerating, converging, and exposing structural
weaknesses that leaders can't afford to manage with incremental
fixes or cautious pilots. Waiting for clearer signals is no longer a
strategy. The transformation must happen now.

Our report—New margin math: The trends resetting healthcare's
financial foundation—outlines five forces in 2026 that are
restructuring the healthcare landscape:

e Trend 1—The evolving health economy: Maneuvering economic
uncertainty, policy changes, and changing population
demographics that directly impact care delivery and financial
models.

e Trend 2—Financially sustainable health systems: Coping with
pressure to achieve financial sustainability—optimizing costs,
improving margins, and investing strategically for growth.

e Trend 3—Positioning for the future: Navigating market
consolidation, competition, and integration—from mergers
and acquisitions (M&A), to strategic partnerships and network
optimization.

e Trend 4—The future of care delivery: Improving care access, site
of care strategy, quality, and efficiency amid workforce constraints
and evolving patient expectations.

e Trend 5—Intelligent health transformation: Harnessing digital
tools, data science, and artificial intelligence (Al) to improve
decision-making, operations, and clinical outcomes.

This report—a playbook for the reset ahead—translates what'’s
coming into concrete, system-level actions leaders can take now
to protect margins, strengthen access, and rebuild operations for a
more resilient future.

Organizations that act with intention—integrating intelligence,
tightening execution, and aligning resources to where value is truly

created—will define the next era of healthcare performance.
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TREND1

66 66

We can’t solve tomorrow’s Hospitals can’t afford to be all things
challenges with yesterday’s anymore. It’s time to decide what
solutions. Systems need to push for stays, what goes, and who will help
new care models, new staffing fund what’s left.
models, and new tech—now.

A 4

A 4

Tori Richie Lisa Goldstein
Senior Director, Managing Director.

Intelligence, Treasury and Capital
Data and Digital Markets, Consulting
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TREND1

At the same time, the industry is still navigating a These pressures are accelerating overdue

fragile post-pandemic recovery. Payers are absorbing transformation. Leaders must stabilize financial

new cost pressures, employer premiums are rising performance, prepare for a rapidly aging population,
faster than inflation, and the cost of providing care confront workforce constraints, rebuild consumer

is up nearly 50% since 2010. Workforce instability trust, and adopt a unified advocacy strategy for the

Healthcare leaders are heading into 2026
facing immediate, accelerating financial and

policy pressures. The expiration of enhanced
Affordable Care Act (ACA) premium tax
credits and the implementation of the One
Big Beautiful Bill (OBBB) are expected to
reduce coverage and increase bad debt.
Uncompensated care will likely rise through
2027 and beyond. Tariffs and payer
retrenchment are adding strain to already
thin margins, while continued movement
toward value-based and bundled payment
models (e.g., the CMS Transforming Episode
Accountability Model (TEAM) is creating
additional financial complexity.
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compounds these forces, with persistent shortages future.
across primary care, behavioral health, nursing,

anesthesiology, and direct care roles. And while caring

for the underinsured population is inherent in mission,
organizations now have far less margin for error.

e A 65+ person will have 2.5 times higher health
spending compared to a working-age person by
2035.

® Payer mix is shifting over the next five years:
Medicare enrollment will increase to 23% of the
U.S. population while the uninsured will rise to
12%.

® Specialty pharmacy projected inflation for 2026
is up 3.8%, with more than 75% of specialty
pharmacy spend concentrated in autoimmune/
inflammatory, oncology, and endo/metabolic care.

® Physician shortages and access challenges
threaten progress: 100,000 is the expected
shortage of critical health workers by 2028 and
55 days is the median new visit wait time for
neurology.




TREND1
SOLUTION 1

Stabilized coverage gaps and
financial exposure

The potential loss of insurance for more than 4 million
Americans due to expiring enhanced ACA premium tax
credits, along with rising premium costs and implementation
of OBBB provisions, could trigger a significant drop in
marketplace enrollment, resulting in increased capacity
pressures on hospitals with the emergency department

(ED) as their front door due to a likely resurgence of
uncompensated care and worsening chronic disease
management. For many systems, financial viability is now
synonymous with mission continuity.
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What to do:

Model coverage loss at the market level. Project future
payer mix and uncompensated care by assessing
current demographics, historical shifts, and likely
coverage declines. Use structured scenario modeling
to estimate revenue exposure and anticipate rising
self-pay volumes that will influence financial resilience.

Understand 340B implications. Changes to Medicaid
may impact some Disproportionate Share Hospitals'
eligibility for the 340B Drug Pricing Program. That
possibility could strain cash flow. Commit to disciplined
documentation, tighter operational controls, and timely
submissions, and manage evolving administrative
demands.

Diversify revenue streams. Grow high-margin
outpatient (OP) and specialty offerings (e.g., infusion),
while reevaluating low-volume or low-margin lines.
Capturing even part of the hospital outpatient
department (HOPD) rate through ambulatory sites
can preserve volume and reduce competitive
leakage. Some systems are forming public or
academic partnerships to sustain essential services or
restructuring to limit losses.




TREND1
SOLUTION 2

o Streamline operations. Use automation, waste
Lea ner, Smal‘tel‘, and more Strateglc \/ \/ I at tO dO: reduction, and redesigned care delivery models to
. balance access with profitability. For many systems, it
Ope ratlons may be time to focus on cost management, including

portfolio optimization and service line rationalization
for sustainable results.

Standardize dashboards and key performance
indicators (KPls). Even if services differ by market,
performance measurement should be consistent.
Alignment of shared metrics enables better
benchmarking and accountability on what “‘good”
looks like across your various sites of care and
programmatic offerings. What you are providing

With inflation, tariffs, and potential price caps compressing can be interchangeable, but the way you approach
) o ] ] assessment should be the same.

margins, efficiency is no longer optional. Systems must

. . . . Apply predictive analytics and Al. Forecast demand,

implement data-driven operations to safeguard margins optimize scheduling, and manage cost-per-case

without compromising access and care dehvery. variability in real time. A tech-enabled, robust

management system is critical to identifying key
signals and adapting.

Embed flexibility in capital planning. Account for
tariff-driven cost swings and borrowing volatility
early in planning, especially for construction projects
dependent on imported materials like steel and
copper.

Design scalable frameworks. Standardize what can

be standardized with evidence and outcomes-based
practices but leave room for adaptation tailored to
specific patient demographics and local market needs.
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TREND REPORT 1
SOLUTION 3

° " Move from short-term contract labor to long-term
I nvestment in wo rka rce at tO O. retention. Shift focus from broad turnover metrics to
tracking exits between six and 24 months, when losses
of the futu r'e are most acute. Segmenting trends in this window
enables targeted interventions, better onboarding
design, and more predictable workforce stability
without relying on costly short-term contract labor.

Build cross-functional and flexible teams. Equip staff to
work across settings as demand shifts. While attention
often centers on nurses and physicians, future models
require integrated planning for allied health, behavioral
health, IT, and supply chain roles. Align workforce with
digital expansion and community-based care priorities.

Labor shortages persist, and the retirement cliff means a Sulveicine e sosfieesils Sienshen Gam
younger, less seasoned Workforce—average nurse tenure Is entry pathways by partnering with schools and

bel f Add . hi Kill . community groups to expose students to healthcare
now below Tour years. ressing this new skills gap requires careers and offer training support. Prioritize preparing

strategic, long-term investment. future clinicians for tech-enabled care since academic
programs lag in this area.

Operationalize well-being and retention infrastructure.
Embed mental health resources, flexible scheduling,
and workload design into staffing models that can

<4 Ye aI'S reduce early turnover, stabilize teams, and lower
recruitment and training costs.

Average nurse Tenure
Invest in leadership succession and mentorship

frameworks. Transition new-to-practice nurses from

academia to clinical practice through nurse residency

programs and reinvest in frontline leadership through

structured mentorship or succession planning.

Organizations need deliberate pathways that transition
high-performing clinicians into management.
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TREND1
SOLUTION 4

Patient loyalty through timely
access, experience, and
transparency

Patient loyalty now hinges less on geography and more on
immediacy, clarity, and trust. Long waits—even a few months
for a first appointment—push commercially insured patients
to seek care elsewhere. People won't wait when they have
options. A patient is only occasionally a patient, but they're
always a customer. Systems that deliver frictionless access
and honest communication will lead to loyalty, growth, and
relevance.
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What to do:

Simplify and prioritize access. Make scheduling to
follow-up easy to navigate with an omnichannel model
spanning call centers, apps, portals, and chatbots.
Prioritize older adults and low-digital-literacy users.
Use segmentation to tailor pathways such as chronic
disease management or geriatric care.

Close the loop on care coordination. Use customer
relationship management tools that alert patients and
care teams when referrals are placed or missed. Also,
embed centralized coordinators to manage continuity
across inpatient (IP), OP, and virtual settings, integrate
high-need services, and embed social determinants
of health screening to address barriers that hinder
adherence and outcomes.

Deliver a unified experience. Create a single,
continuous patient record that unifies data across
care sites, enabling staff to see the full story at every
encounter. Establish consistent communication
standards across all channels and use real-time
feedback to refine interactions. Automation should
remain personal and supportive.

Be transparent about value. Pair price transparency
with clear expectations of outcomes, safety measures,
and patient-reported results. Provide comparison tools
and simple dashboards that highlight waiting times,
complication rates, and satisfaction levels.

Build loyalty through visible community presence.
Work with schools, not-for-profits, and faith-based
groups to co-design programs, host education
events, and bring care into neighborhoods. When
communities see consistent listening and action,
credibility grows in ways marketing alone can't deliver.




TREND1
IN THE FIELD

Building the healthcare

workforce pipeline with
high school partnerships

Across the country, future-focused health
systems are investing in high school
programs to fill critical workforce gaps and
reduce dependency on expensive contract
labor.

BalladHealth in Tennessee, for instance,
partnered with five northeast Tennessee
school districts to train 200 students to
become licensed practical nurses by
2029. Graduates can earn $23 an hour
immediately after high school, with Ballad
funding advanced training. Supported by
a $250 million Bloomberg Philanthropies
initiative, the program creates a direct
pipeline from classroom to clinical care—
an urgent response to a $S70 million annual
spend on traveling nurses.
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In Houston, Memorial Hermann Health
System launched the Health Education

and Learning (HEAL) High School, where
students complete 220 hours of clinical
rotations and can graduate into jobs paying
S$40,000-S80,000 annually. Enrollment has
already surpassed capacity, signhaling strong
community demand.

Similarly, Northwell Health in New York

City opened the Northwell School of
Health Sciences, offering pathways in pre-
nursing and healthcare management, while
Baystate Health in Massachusetts has used
its high school career program to hire more
than 900 graduates over the past decade

More resources

The OBBB is reshaping Medicaid and insurance
access, putting increased pressure on health
systems due to significant variation in how the
impacts will be felt across the country. Understand
the impact of this transformative healthcare law
and how Vizient supports your path forward.

Learn more about how an anticipated 5% increase
in adult IP utilization over the next 10 years, driven
by a rapidly growing 65+ population, will impact
the future of healthcare (along with other game-
changing insights).

Explore the summer 2025 Spend Management
Outlook, which provides a forward-looking analysis
of product cost inflation for the 2026 calendar
year and identifies ongoing market challenges—
including the evolving impact of U.S. tariffs.

See how insurance coverage will shift in your
market over five years with ZIP code-level forecasts
that reveal emerging population dynamics.



https://balladhealthacademy.org/
https://memorialhermann.org/foundation/heal-high-school
https://memorialhermann.org/foundation/heal-high-school
https://www.northwellschoolofhealthsciences.org/
https://www.northwellschoolofhealthsciences.org/
https://www.baystatehealth.org/healthcare-education/academic-programs/undergraduate-programs/baystate-springfield-educational-partnership
https://vizientinc-delivery.sitecorecontenthub.cloud/api/public/content/8f85c625a3c04a0b9253a2c1acdb5024?v=1336f9d8
https://vizientinc-delivery.sitecorecontenthub.cloud/api/public/content/8f85c625a3c04a0b9253a2c1acdb5024?v=1336f9d8
https://vizientinc-delivery.sitecorecontenthub.cloud/api/public/content/8f85c625a3c04a0b9253a2c1acdb5024?v=1336f9d8
https://vizientinc-delivery.sitecorecontenthub.cloud/api/public/content/8f85c625a3c04a0b9253a2c1acdb5024?v=1336f9d8
https://info.vizientinc.com/spend-management-outlook-summer-2025
https://info.vizientinc.com/spend-management-outlook-summer-2025
https://www.sg2.com/our-solutions/who-is-in-my-market

TREND 2
FINANCIALLY SUSTAINABLE HEALTH SYSTEMS

66 66

Organizations must pursue Modeling OBBB impacts isn’t
transformation that aligns enough. L.eaders must anticipate
operational improvement with second- and third-order effects that
service line and care delivery will vary by region and address how
changes, adapts financial and capital policy changes reshape

planning to evolving business communities, consumer behavior,
models, and identifies growth stakeholder dynamics, and market-
beyond today’s services and level responses.

markets.

A 4 A 4

Gavin McDermott
Managing Director and Practice Brian Esser
Co-Leader, Financial Planning and Vice President,

Data Analytics, Consulting Intelligence, Data and Digital
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TREND REPORT 2

. . Although average margins have stabilized, the gap As Medicaid financing changes loom, relationships
AS hea Ithca e Ieaders g | rd for Im paCt Of the between the “haves” and “have nots” remains stark, with commercial payers are more important than
y o o and the latter group typically feels the larger effects of  ever. However, payers are facing their own profitability

O B B B S paym e nt an d covera g e p rovisions challenging macro-economic trends. Cost drivers— pressures, which has resulted in higher employer

. . including labor, supplies, and specialty drugs— premiums and more contentious payer-provider
a n d Oth e r pOte nt| a I pOI |Cy C h a n g eS O n continue to outpace reimbursement. Traditional negotiations, particularly in Medicare Advantage and

. . performance improvement initiatives are helpful Medicaid programs.
a I ready Stressed ﬁ na nces’ developl ng a but may not fully close gaps between expenses and
revenues.

strategic point of view on the long-term
financial sustainability of their organizations

and executing accordingly is imperative in
2020.

e Hospital operating margins stand at 2% in
2025 through November when accounting for
corporate allocations, reflecting stabilizing, but
still fragile, post-pandemic conditions.

® There’s significant growth in total expense per
calendar day (7%) and total expense per adjusted

discharge (2% ) in 2025 through November
compared with the same time frame in 2024.

® As the population ages, a shift from commercial
insurance to Medicare is projected to create a
0.8% reduction in hospital margins from 2025-
2030, while post-OBBB reductions in Medicaid
enrollment resulting in a higher uninsured
population is projected to reduce margins by 0.3%.
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TREND 2
SOLUTION 1

Future Planning

The OBBB's delayed implementation—including Medicaid
eligibility and financing changes that begin to take effect in
2026 and 2027—creates an opportunity for organizations to
consider a range of potential outcomes. There are no one-
size-fits-all solutions: Each hospital or health system’s future
financial outlook will vary significantly depending on their
payer mix and the Medicaid policies in the states they serve.

13 Solutions Report 2026

What to do:

Scenario plan. Model the impact of existing potential
policy and payment shifts on your organization’s
finances. From there, use risk probability analyses to
plan and prioritize high-impact potential outcomes.
Tools like predictive analytics and rolling forecasts can
help organizations make decisions in real time.

Balance rigor, growth, and transformation. Operational
rigor through improved revenue cycle processes

and cost optimization is a critical first step. From

there, identify opportunities in your existing markets
as well as new geographies to achieve scale while
transforming operations to sustain long-term
reductions in cost structure.

Make the most of your service lines. |dentify and
prioritize the service lines that are critical to both
your mission and margin, while taking a system-
wide portfolio approach that includes leveraging
ambulatory and OP platforms.

Govern effectively. Your board and your management
team should work together to create decision-making
competencies that can capture directional shifts

in performance and enable flexibility for changing
conditions.




TREND 2
SOLUTION 2

A more agile payer strategy

The financial stresses that payers and providers are
experiencing—and the ways in which those pressures are

fueling contentious negotiations—require an agile approach.

Rather than simply revisiting the state of play every three to
five years during contract negotiations, organizations should
assess their relationships with their partnerships and plan
accordingly.

14 Solutions Report 2026

What to do:

Find opportunities to collaborate. Explore the
possibility of radical collaboration—through
partnerships and joint ventures—with like-minded
payers. Regional payers in particular may be open to
more collaboration.

Build trust and transparency. Payers and providers
will need to share information far more openly to
make collaborations work. These efforts will require
increased trust between parties, appropriate tools
and safeguards, and a greater sense of imagination
and creativity to identify and develop a future shared
operating and business model.

Keep pace in the revenue cycle arms race..\Whether it's
developing internal dashboards or focusing resources
on diagnosis-related groups (DRG) and status
downgrades, denials, or prior authorizations, there are
plentiful opportunities to enhance documentation, and
monitor trends in payer behavior.

..while shifting from denial management to
prevention. Many organizations are shifting from
denial management to denial prevention strategies.
Concurrent review, stronger physician advisor
programs, and enhanced collaboration between
utilization management and physicians are important
facets of a prevention-focused approach.




TREND 2
SOLUTION 3

Wise management of the balance
sheet and capital projects

With margins unlikely to return to pre-COVID-19 levels, many
organizations are struggling to generate enough cash flow to
fund the projects they have targeted for investments. Interest
rates have returned in recent years to historically normal
levels after a period of low rates in the 2010s through the
pandemic; the Federal Reserve Board recently lowered the
target range for the federal funds rate by 0.25 percentage
points to a target range of 3.5%-3.75%. Given these realities,
preserving capital and making thoughtful investments to
generate margin are both imperative—and will require a
balancing act.

0.25%

Federal Reserve Board lowered the target range
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What to do:

Assess overall risk. Risk-resilience frameworks
can evaluate financial exposure across strategic,
operational, and financial dimensions. Financial

resiliency, not just investment capacity, should guide
decisions in 2026.

Adjust investment portfolios to balance risk. Portfolio
adjustments are often the most efficient way to
maintain a balanced risk outlook—and can be
conducted in a matter of weeks compared to the
yearslong time frame for strategic pivots.

Make capital investments for the future. As the long-
term movement from IP to OP care continues, consider
shifting capital investments away from brick-and-
mortar IP facilities toward ambulatory, retail-centric
sites of care.

Borrow carefully. Capital markets remain open, and
many organizations are accessing the markets to make
targeted investments. Maintaining debt capacity so
there is a cushion for future needs remains critical.




TREND 2
SOLUTION 4

Disciplined
capital allocation

In turbulent times, capital allocation decisions are more
important than ever—and should always be made within the
context of an integrated strategic and financial plan. A well-
defined and collaborative strategic vision should serve as the
foundation for capital-related decisions.
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What to do:

Structure within existing plans. Your process for
allocating and managing capital should flow directly
from your integrated strategic and financial planning.

Embrace rigor. Data-based assumptions and business
planning analytics form the backbone of an effective
capital allocation process.

Commit to discipline regardless of today’s challenges.
Successful capital allocation decision-making requires
management to stay within its defined processes.
Regardless of disruption to the environment, this
discipline will ensure continued integration of strategic,
financial, and operating plans.

Remain nimble for out-of-cycle opportunities. Your
organization should explore opportunities outside
of the annual capital cycle while also requiring rigor
and discipline for all capital projects (e.g., creation of
a business plan, review and approval by centralized
governance committee).




TREND 2
IN THE FIELD

Redefining the care footprint
through community investment

and joint ventures

In recent years, Florida-based Orlando
Health has pursued initiatives across
key levers—including the shift from IP to
OP and the benefits of partnership—for
sustained financial success.

The system has made significant
investments outside the four walls of the
hospital, such as expanded community
partnerships to offer seniors on Medicare
and Medicaid access to care in their
communities and the development of
post-discharge centers on their hospital
campuses that are intended to reduce ED
utilization.
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The organization also has entered into joint
ventures for efforts including behavioral
health services and new ambulatory
surgery centers (ASCs).

Orlando Health also has taken steps to
expand beyond its traditional Central
Florida market to new geographies,
including the 2024 acquisition of five
Birmingham, Alabama, hospitals.

More resources

Discover how the OBBB is reshaping hospital
finances as shifting reimbursement models and
rising patient complexity demand sharper planning
and faster strategic action.

Learn why strategy with local insights matters
now more than ever for health system leaders as
the OBBB redefines margins, care delivery, and
structural resilience.

Explore the current state of play for payer-provider
relationships following the OBBB—and opportunities
for “radical collaboration.”

Read about ways hospitals facing workforce strain
and financial upheaval from the OBBB can redesign
care teams, technology use, and workforce strategy.

Explore five strategic areas—cost optimization,
strategic financial planning, ambulatory strategy,
advocacy and Al—hospitals must act on now to
protect margins, and financial agility.



https://www.prnewswire.com/news-releases/orlando-health-network-found-creative-ways-to-deliver-care-in-2024-302336382.html
https://www.prnewswire.com/news-releases/orlando-health-network-found-creative-ways-to-deliver-care-in-2024-302336382.html
https://www.prnewswire.com/news-releases/orlando-health-network-found-creative-ways-to-deliver-care-in-2024-302336382.html
https://www.orlandohealth.com/content-hub/orlando-health-forms-joint-venture-with-acadia-healthcare-to-expand-behavioral-health-services
https://www.orlandohealth.com/content-hub/orlando-health-forms-joint-venture-with-acadia-healthcare-to-expand-behavioral-health-services
https://www.orlandohealth.com/content-hub/orlando-health-forms-joint-venture-with-acadia-healthcare-to-expand-behavioral-health-services
https://www.fiercehealthcare.com/providers/orlando-health-closes-910m-purchase-5-tenet-healthcare-hospitals
https://www.fiercehealthcare.com/providers/orlando-health-closes-910m-purchase-5-tenet-healthcare-hospitals
https://www.kaufmanhall.com/insights/article/planning-one-big-beautiful-bills-financial-impacts-hospitals?utm_source=vz-referral&utm_campaign=obbb-financial-planning-article&utm_medium=vizient-obbb&utm_term=250923
https://www.kaufmanhall.com/insights/article/planning-one-big-beautiful-bills-financial-impacts-hospitals?utm_source=vz-referral&utm_campaign=obbb-financial-planning-article&utm_medium=vizient-obbb&utm_term=250923
https://www.vizientinc.com/insights/all/2025/obbb-and-beyond-drive-strategy-with-localized-insights
https://www.kaufmanhall.com/insights/article/rethinking-payer-provider-relationships-after-one-big-beautiful-bill
https://www.kaufmanhall.com/insights/article/rethinking-payer-provider-relationships-after-one-big-beautiful-bill
https://www.kaufmanhall.com/insights/article/rethinking-healthcare-workforce-obbb
https://www.kaufmanhall.com/insights/article/rethinking-healthcare-workforce-obbb
https://www.vizientinc.com/insights/all/2025/the-one-big-beautiful-bill-and-5-key-takeaways-for-expense-management

TREND 3
POSITIONING FOR THE FUTURE

66 66

Health system M&A activity There’s a general shift in

today is being driven by necessity organizations realizing, “We do not
and choice: necessity driven by need to build this. We can take other
distress, and choice by the desire approaches to ensuring that

to proactively reposition resources needed by the community
an organization. exist within our portfolio.

A 4 A 4

Courtney Midanek

Managing Director and Practice
Co-Leader, Mergers and
Acquisitions, Consulting

Amanda Steele

Managing Director and Practice
Co-Leader, Strategy and Business
Transformation, Consulting
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TREND 3

Mounting financial pressures have
contributed to an increase in the number of
distressed hospitals seeking a partner. In
2025, approximately 44% of announced
M&A transactions involved a distressed
party. The aggregate number of distressed
opportunities to partner may be even larger,
as we're seeing several processes that didn't
result in an announced transaction.

19 Solutions Report 2026

As potential acquirers have become increasingly of reasons, including a growing interest in health
discerning, given broader headwinds, many insist systems seeking the expertise of specialty operators
that an acquisition must serve a sufficient strategic or pursuing monetization opportunities of non-core
purpose and “pencil out” from an economic impact assets.

perspective. Private equity and for-profit investment . . .
in acute care remains in decline, with investments These market dynamics, combined with factors such

focused in higher-margin sectors. as changing care delivery models, should prompt
healthcare leaders to consider what capabilities

While pre-OBBB uncertainty suppressed hospital and services will be necessary to meet future needs
and health system M&A activity in the first half of and demands. They also present opportunities to
2025, an uptick in the second half may be a signal of begin building a platform for growth that proactively
an increasing appetite for transactions. Additionally, positions an organization for the future.

several systems are pursuing potentially transformative

deals in non-acute care. Overall, health systems are

examining a wide array of partnership pathways to

augment their organic growth strategies for a variety

e Total targeted revenue for hospital and health
system M&A in 2025 is down 53% year over year.

e Approximately 44% of hospital and health system
M&A transactions announced in 2025 involved a
financially distressed party.

e Since 2019, Tenet Health has reduced the
number of hospitals it operates by 25% while
increasing the number of ASCs by more than
100%, illustrating a broader trend toward OP
Investment.




TREND 3
SOLUTION 1

Strategy over opportunity

Health systems considering the acquisition of a target must
remember that scale doesn't generate growth by itself. The
acquisition strategy should always support the organization’s
strategic growth plans and objectives, and careful and
deliberate business planning should always precede deal
terms and negotiations. Alternatively, organizations looking

to join another system should actively pursue performance
improvement and growth strategies to enhance the likelihood
of success in the transaction process and always plan for the
independent path in parallel.
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What to do:

Pay attention to market similarities and differences.
Strengths and positive results in your current market
won't necessarily translate into a more challenging
market. What is required to succeed in the new
market? What operating muscles have you not had
to flex in your current market—and how confident
are you that you could flex them in a new market or
sector?

Ask whether your operating strengths align with
community needs. What are you good at, what

are others good at, and what does the space or
community you're thinking of entering actually need?
Re-evaluating what the community needs is likely

to position both organizations for success post-
acquisition.

Consider the “do-nothing” alternative. If the target
hospital is distressed and closes or is acquired by
another organization, what are the impacts to your
organization?

Estimate the cost of a strategic growth opportunity.

If there is potential for growth in a new market, what
will be the financial cost of support until growth can
be realized? What's the cost of diverted management
bandwidth on legacy operations?




TREND 3
SOLUTION 2

A right-sized portfolio that
aligns with anticipated changes
in the market

The ongoing shift from IP to ambulatory, along with
innovations in pharmaceuticals and medical technology
that keep more patients out of the hospital, will reshape the
balance between acute and non-acute services and sites
of care. Staying on top of—or ahead of—these changes will
ensure your portfolio of facilities remains aligned with the
evolving care delivery landscape.
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What to do:

Treat portfolio review and optimization as a core
competency. For-profit and certain large not-for-
profit systems have taken the lead in managing
their portfolios and divesting facilities or businesses
in declining or underperforming markets (while
sometimes retaining or expanding their ambulatory
sites of care).

Take advantage of the current window of opportunity.
While financial performance for many organizations
has stabilized, there are clear challenges on

the horizon. If you anticipate future declines in
performance or a need to monetize a facility or
business to fund future investments, remember that

it is easier to divest a facility or business when it's
performing well, when there is market appetite or
inflated valuations, or some combination of those
factors.

Balance the portfolio to support both margin

and mission. Organizations don’t need to exit all
underperforming markets or service lines and
businesses, but they do need to balance
underperforming areas with areas of strength to
support their mission and help ensure their
long-term sustainability. There are also innovative
structures that allow for an exit of ownership but
continued access to continuity of care for patients
through strong contractual arrangements.

Build multidisciplinary teams to evaluate the portfolio.
Portfolio management teams should bring together
strategy, finance, and operations. The muiltidisciplinary
team will need to set aside biases and may require a
strong executive voice to ultimately “make the call.”




TREND 3
SOLUTION 3

Partnerships and joint ventures
to enhance or expand capabillities
and services

A strong acute-care operator isn't necessarily a strong
operator in non-core areas such as behavioral health,
urgent care, outreach laboratory, home health, or hospice.
Partnerships or joint ventures with specialized operators

can help deliver existing services more efficiently or expand
the services offered within a health system’s continuum of
care. They can also offer opportunities to monetize non-core
services.
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What to do:

Define what differentiates your organization. Where
does your organization excel relative to competitors in
the space? Are you differentiated? This should inform
how you define the core of your business. Beyond this
core, which organizations perform better?

Evaluate your skill sets and needs. What are the skill
sets that drive your areas of top performance? What
skill sets does your organization need but lack? Will it
be easier to develop those needed skills in-house or to
partner with an organization that already has them?

Understand what you want from a partnership.
Partnerships can serve many purposes. Your
organization may want to rapidly expand ambulatory
services, seek a liquidity infusion through monetization
of a non-core service, or reduce the financial burden of
an underperforming service line.

Develop an oversight function. If your organization is
pursuing multiple partnerships, centralize oversight to
help align terms and conditions across partnerships
and to monitor and understand which partnerships are
successful and which are not.




TREND 3
SOLUTION 4

Information is key

Several large health systems are making big bets on
transformational change. Potential disruptors in the retail
healthcare space are pulling back. Health plans, especially
those heavily invested in Medicare Advantage, are facing
expense increases that outpace premium adjustments. The
resources—and influence—of pharmaceutical companies
continue to grow. Private equity dollars are primarily focused
on more profitable areas of non-acute business. All these
trends will affect hospitals and health systems at the center of
healthcare delivery.
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What to do:

Model the impacts of one or more payers leaving

your market. Most payer markets are already highly
concentrated. If financial pressures further increase
payer concentration in your market—either through
the departure of a payer or consolidation—how would
that affect contract negotiations?

Quantify reliance on various state and federal
programs. How dependent is your organization on
programs such as the 340B Drug Pricing Program
or state-directed supplemental payment programs?
What would be the impact if these programs were
modified or eliminated?

Follow the money. Where are private equity and other
for-profit investors focusing in your market? What
makes these areas attractive for investment, and what
would be the impact if your market share in these
areas eroded?

Focus on access. How vulnerable is your organization
to patients going elsewhere if they can’'t schedule a
timely appointment in your system? Who are your
competitors in key service areas and how does your
ability to provide patients access compare with theirs?




TREND 3
IN THE FIELD

A significant move toward More resources
ambulatory scale

One of the most interesting transactions
announced in 2025 was Ascension’s
planned acquisition of AMSURG. The
acquisition will add more than 250 ASCs
across 34 states to Ascension’s network.

With this acquisition, Ascension acquires

a platform that signals a strategic pivot to
convenient, lower-cost alternatives to IP
care. The acquisition comes as Ascension
nears completion of an intentional portfolio
repositioning of hospital divestitures, which
has enabled investment in both acute and
non-acute services to better meet the
healthcare needs of the communities it
serves.
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Explore Kaufman Hall's Quarterly Hospital and
Health System M&A Activity Reports, which provide
insights into the financial and strategic motivations
behind hospital M&A, helping healthcare leaders
understand the market and make strategic decisions
about growth and partnerships.

Discover how choosing the right healthcare
partnership can transform capability, scale, and
mission alignment amid disruption.

Learn how to unlock the complexities of risk-bearing
and value-based-care partnerships — tailored for
independent, private equity-backed and system-
affiliated provider groups navigating new strategic
models.

Explore how health systems are tapping outreach
laboratory transactions driven by national lab scale,
workforce stress, reimbursement pressure, and
strategic capital redeployment.

Read about how a landmark acquisition is redefining

not-for-profit health system strategy—because
mission and scale are no longer at odds in the
changing healthcare landscape.



https://about.ascension.org/news/2025/06/ascension-enters-into-an-agreement-to-acquire-amsurg
https://about.ascension.org/news/2025/06/ascension-enters-into-an-agreement-to-acquire-amsurg
https://www.kaufmanhall.com/insights/research-report/hospital-and-health-system-2025-ma-review-uncertainty-transitions-continue
https://www.kaufmanhall.com/insights/research-report/hospital-and-health-system-2025-ma-review-uncertainty-transitions-continue
https://www.kaufmanhall.com/insights/article/right-healthcare-partner
https://www.kaufmanhall.com/insights/article/right-healthcare-partner
https://www.kaufmanhall.com/insights/webinar/risk-bearing-and-vbc-partnerships-what-provider-groups-need
https://www.kaufmanhall.com/insights/article/behind-boom-health-system-lab-transactions
https://www.kaufmanhall.com/insights/article/behind-boom-health-system-lab-transactions
https://www.kaufmanhall.com/insights/blog/landmark-acquisition-highlights-new-not-profit-perspective

TREND 4
THE FUTURE OF CARE DELIVERY
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The shift to ambulatory care isn’t

about if—it’s about when, and with

whom. It’s the new foundation of
profitability.

Matthew Bates
Managing Director and Service Line Leader,
Physician Enterprise, Consulting
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Hospitals can’t afford to treat
inpatient care as a loss center.
Operations must be rebuilt for
efficiency, specialization, and

sustainability. The goal is to make
every bed a value center.

Walter Morrissey, MD
Managing Director and Practice Leader,
Clinical Solutions, Consulting




TREND 4

. . . Hospitals are no longer the sole center of gravity for Success requires more than accommodating the shift:
Ca re del Ve ry 1S U nde rg Ol ng a Stl‘u Ctu I'a I clinical or financial performance. As value-based care It demands designing for it. Leading organizations are
. . . becomes more established—emphasizing quality reconfiguring their delivery systems to balance high-
tra nSfOrm at| on th at Wi I I deﬁ ne the neXt outcomes and cost effectiveness—strong ambulatory  acuity IP excellence with scalable ambulatory networks
services are becoming essential to both margin supported by stronger governance, precise workforce
d ecad e Of hea Ithca re pe rfO rm a nce The stability and access. OP revenue has grown 33% in modeling, and integrated data intelligence.
* . the past three years, almost double IP growth. At the
same time, IP services must be managed with greater
accelerated pace Of a m bu Iato ry expa nSIOn’ precision as utilization rises with an aging population.
Pa b 1 1 1 1 Workforce strategy is now a central enterprise priority,
digital integration, and workforce redesign is sl ae gy o

pushing health systems to rethink not only
where care occurs but how value is created.
The coming year will draw a clear line

between organizations that adapt early and . .
those that fall behind. e Over the next 10 years, IP discharges of patients

65+ are expected to rise 20%, while ED visits are
expected to increase 27% and observations 34%.

® Despite mortality rates having decreased 33% over
the past five years, hospital readmisson rates have
increased 13% for AMCs and 9.9% for community
hospitals in 2025.

® Pharma-driven therapeutic innovations in GLP-
1 and chemotherapy will bend demand across
[P and OP sites by 2035: diabetes/obesity (No. 8
leading cause of death) down 3% and cancer (No. 2
leading cause of death) up 3%.

e By 2035, 19% of visits will be delivered virtually.
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TREND 4
SOLUTION 1

A focus on ambulatory care

Procedures once reserved for IP settings are migrating to
ASCs and office-based sites where costs are lower, efficiency
is higher, and experience is better. This shift relieves pressure
on hospital resources and enables a greater focus on high-
acuity care. With the right structure and operating model,
ambulatory networks can scale quickly—before a competitor
does—and offset inpatient losses and provide financial
stability.
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What to do:

Develop a comprehensive site-of-service strategy.
|ldentify procedures on the Centers for Medicare

& Medicaid Services (CMS) Inpatient-only (IPO)

list, which will begin to be phased out starting in
2026, allowing them to be performed in the OP
setting. Also model financial impact on margin and
downstream revenue and use scenario planning to
prepare for payer shifts.

Prioritize high-volume, ambulatory-ready
procedures. Focus on moving high-volume services
(e.g., orthopedics, ENT, and Gl) to ambulatory
settings, analyzing the top DRGs and current
procedural terminology (CPT) codes for the best
optimization opportunities. Prioritize ambulatory
surgery, specialty pharmacy, virtual care, imaging,
labs, and other services that can help ensure a self-
sustaining ambulatory business.

Prepare for additional site-neutral payment policies.
Site-neutral payment policies will materially

affect reimbursement, revenue, and competitive
positioning, especially in OP-heavy markets. Health
systems should assess impact through scenario
modeling, revamp ambulatory strategies, articulate
HOPD value for targeted services, and proactively
prepare for payer negotiations.

Expand the continuum of care beyond the historical
hospital and clinic footprints. Strengthen home
health, virtual care and hospital at home as core
components of the ambulatory strategy. This
includes building out remote monitoring, rapid
response, and care coordination protocols that
reduce avoidable admissions and support post-
acute transitions.

Establish distinct ambulatory leadership to drive
accountability. By defining separate reporting
structures and profit and loss responsibility,

you empower OP |leaders to manage staffing,
throughput, and service line performance.

Restructure payment models. Negotiate payer
contracts and reformulate pricing strategy to lay
the foundation for an ambulatory model that can
succeed with site-neutral payments, shifting site-of-
care payment policies, and value-based care.

Consider partnerships to accelerate strategy

and diffuse risk. Engaging ASC management

firms, independent physician groups, and group
purchasing organizations can facilitate entry into the
ASC space for hospital-centric health systems more
quickly. These experienced partners can increase
the likelihood of a highly efficient, profitable surgery
center.




TREND 4
SOLUTION 2

o o ° . ° e Apply disciplined cost-control practices systemwide.
EfﬁClent |npat|ent Operatlons that \/ \/ I at tO dO: Benchmark staffing ratios, align resources to census
. and acuity, and use real-time throughput tools to
prOteCt ma r'g N reduce length of stay. Evaluate every lever—Ilabor,

productivity, supply chain, pharmaceuticals, and
revenue mix—to protect and grow cash flow.

Concentrate on high-acuity services that
differentiate hospitals. Prioritize critical care,
oncology, trauma, and infectious disease while
shifting low-margin care to ambulatory or
community partners. Strengthen coordination with
social service teams to reduce avoidable admissions.
Advance the ED through improved transfer

As high-margin surgical and procedural work moves to g;‘t’itgr?tZ'Sto create faster access for complex
OP settings, hospitals must become leaner, more reliable '

. f g | d critical H ital Modernize |IP workflows to improve reliability.
environments focused on complex and critical care. Hospita Implement multidisciplinary rounding, early
utilization will continue to grow as patient acuity increases E“SCh?rge p('jf%”tf)'ng’ a”ﬁtd'glg'zedtb?d Tag.agﬁme”t-

. . . ) . ayer in predictive analytics to anticipate discharge
and the population ages. Hospitals remain essential, but their readiness, readmission risk, and ED surges. Use these
future depends on managing every IP day as both a clinical insights to prevent bottlenecks, deploy flex teams,

. . . . enable early morning discharges, and protect beds
and financial asset while strengthening emergency care and for high-acuity ED admissions.
capacity management. Improve ED-to-IP flow as a strategic capacity lever.

Tighten triage workflows, standardize handoffs,
create bed-ready criteria, establish rapid decision
units, and hardwire escalation pathways when
throughput stalls. Expand use of hospital at home
and observation optimization to decompress both
ED and IP units.

Lean into value-based care. With CMS accelerating
movement toward risk-bearing models, including
its mandatory TEAM model launching across nearly
200 markets, hospitals must assess readiness for
bundled payments, accountable care organizations
and population health models. Even if your
organization has been slow to adopt value-based
care, now is the time to take moves to strengthen
your data analytics, clinical protocols, and cost
management.
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TREND REPORT 4
SOLUTION 3

Procedural care as an integrated
value stream

Operating rooms (ORs) and procedural departments

remain the economic engine of most hospitals, but their
performance is often limited by siloed management. A more
effective approach treats these environments as a single
value stream—from preauthorization to post-discharge
follow-up. Comprehensive procedural optimization should
combine clinical, operational, and market data that will

help improve efficiency, reduce cancellations, and create
better cost-per-case performance—all while maintaining or
improving quality outcomes.
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What to do:

Synchronize scheduling, staffing, and supply
readiness intentionally. Build unified OR and
procedural governance, manage block allocation
centrally, and automate block release and recapture.

Use predictive analytics to shape daily operations.
Deploy Al-based tools to forecast durations,
turnovers, and utilization, and conduct daily huddles
informed by predictive data.

Coordinate workforce and physician planning

to eliminate downtime. Align surgeon and staff
schedules, track cancellation drivers, and implement
corrective workflows such as pre-authorization
verification.

Align procedural capacity with market-driven
demand forecasts. Combine claims, referral, and
demographic data, anticipate growth by specialty
and region, and adjust block allocation and facility
investment. Also, reduce unnecessary procedural
variation by using data to determine appropriate
procedures and technology for patient-specific
criteria.




TREND 4
SOLUTION 4

Maximized workforce performance
through clinical realignment

The shift toward team-based care and the expanded use
of advanced practice providers (APPs)—who now make up
40% of the active clinical workforce and are graduating at
twice the rate of physicians—is fundamentally reshaping
the provider workforce. The organizations that will maintain
access, affordability, and provider well-being are those that
redesign their provider workforce versus treat physicians
and APPs as separate workforces. A combined approach
that links clinical realignment with precision labor analytics
will create a more sustainable workforce, which in the end
improves performance, patient experience, and financial
resilience.

40%

of the active clinical workforce are APPs
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What to do:

Redesign teams to maximize scope and balance
capacity. Physicians, APPs, nurses, and support staff
should operate in team-based models that prioritize
physicians practicing at the top of their license by
leveraging top-of-license skills for the rest of the
team.

Align compensation and productivity with outcomes
and access. Incorporate additional incentives to
models that reward results, patient experience,

and timely access. Shared metrics strengthen
accountability across physicians and APPs and
support collaborative care.

Reassess physician enterprise investments. Evaluate
where hybrid employment or management service
organization (MSO) partnerships enhance capacity
and financial stability. As productivity pressures

rise, MSOs can also support physicians seeking
greater independence with the needed scale and
administrative infrastructure.

Elevate workforce planning as a strategic enterprise
function. Link labor forecasting with service line
strategy, annual planning and financial modeling

to ensure workforce decisions support long-term
organizational goals. Committees spanning human
resources (HR), finance and operations provide the
structure needed to translate predictive insight

into real staffing improvements and sustained care
access.




TREND 4
SOLUTION 5

An aligned governance and
partnership strategy for coherence
and scale

As care delivery becomes more distributed across
hospitals, ambulatory centers, digital platforms, and
community partners, complexity can outpace strategy.
Many organizations now manage a web of clinical service
lines, operational committees, and external partnerships
that operate with different expectations and decision rights.
Effective enterprise governance brings coherence to this
landscape and ensures that every relationship, internal or
external, strengthens the system's performance, financial
sustainability, and patient outcomes.
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What to do:

e Redesign governance models to reflect

interdisciplinary competencies. Set up expert-led
boards including finance, operations, and digital
expertise, rather than community representation,
which often prevents systems from making
objective, data-driven decisions about rationalizing
services.

Unify governance across service lines and
partnerships. Streamline committees, councils, and
partnership structures and identify redundancies,
clarify decision rights and consolidate where
necessary. Reduce fragmentation between

clinical services, digital care initiatives, ambulatory
operations, supply chain, and pharmacy to enable
system-level decisions that support scale and
consistency.

Establish a centralized framework for evaluation
opportunities. Create enterprise standards for
assessing new programs, partnerships, or service
expansions. Require system-level review of
proposals generated at the local or service-line level
to avoid siloed growth. Use common criteria related
to strategic fit, quality improvement, financial impact,
operational capacity, and equity.

Continuously evaluate collaborations against long-
term goals. Conduct routine assessments of internal
and external collaborations using enterprise-wide
scorecards. Measure contribution to mission, system
efficiency, patient access, and total cost of care.
Sunset low-value structures and strengthen those
that advance long-term performance.
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IN THE FIELD

Explore what it takes to build an ambulatory-focused

Red eﬁ n i n g care th rou g h More resources strategy that drives enterprise performance, protects

market share, and prepares your organization for

network integration and whats next

1 1 Get up-to-date industry trends drawn from the same
COm m u n Ity a I Ig n ment data that physician groups use to track their finances
and operations in the latest Physician Flash Report
based on data from more than 200,000 employed
physicians and advanced practice providers in more
than 100 specialties.

Explore how evolving physician-APP team models
can be strengthened through clearer role alignment,

In 2025, Vanderbilt Health Affiliated These efforts improved care continuity refreshed productivity measures, and modernized
Network (VHAN) accelerated its impact and reduced avoidable utilization across compensation that support clinical performance
across Tennessee and the region by member practices. and financial sustainability for today’s health systems.
strengthening value-based performance, :
expar?ding Cogmmunity partrﬁ)erships’ The network also broadened its payer HOSp.lt.als lose over $300'OOO per employed
and enhancing access for high-need collaborations, adding new employer physician due to shrlnlflng rel.mbursemen.t .
populations. The network delivered notable and health-plan arrangements that advantages, Iow—margln service use, and integration
gains in preventive care and chronic incentivize Coordinated, lower-cost care. C(?Sts' Expl.ore alternative m_Odels that be;tter
disease management, driving h|gher qua“ty Its 2025 initiatives CO"eCtively re§haped allgn .phyS.I.CIan clgle system Iincentives to Improve
scores and deeper shared-savings returns how providers work together to improve sustainability.
for participating providers and health plans. outcomes and affordability across diverse

populations.

VHAN advanced rural and underserved
access by scaling virtual specialty support
through Project ECHO and expanding
behavioral health consultation embedded
in primary care.

32 Solutions Report 2026



https://www.vumc.org/population-health/vanderbilt-health-affiliated-network
https://www.vumc.org/population-health/vanderbilt-health-affiliated-network
https://www.vhan.com/impact/impact2021/behavioral-health/
https://www.vhan.com/impact/impact2021/behavioral-health/
https://news.vumc.org/2025/04/15/vhan-celebrates-2024-successes-looks-forward-to-further-improvement-initiatives/
https://news.vumc.org/2025/04/15/vhan-celebrates-2024-successes-looks-forward-to-further-improvement-initiatives/
https://www.vizientinc.com/insights/blogs/2025/strategy-spotlight-the-case-for-an-ambulatory-focused-strategy
https://www.vizientinc.com/insights/blogs/2025/strategy-spotlight-the-case-for-an-ambulatory-focused-strategy
https://www.kaufmanhall.com/insights-reports/physician-flash-report
https://www.kaufmanhall.com/insights/article/rethinking-physicianapp-model
https://www.kaufmanhall.com/insights/article/hospitals-losing-money-on-physicians
https://www.kaufmanhall.com/insights/article/hospitals-losing-money-on-physicians

TREND 5
INTELLIGENT HEALTH TRANSFORMATION

66

The differentiator is not the
technology itself. It’s whether
organizations build a systematic,
stepwise approach to Al maturity.

Robert Lord, MD

Senior Vice President,
Research and Development,
Data and Digital
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Any pilot where the only KPI is
whether a new tool was
implemented is bound to fail—
organizations must define

measurable problems first.

Erik Swanson
Managing Director,
Consulting
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The forces reshaping care delivery and
technology adoption can't be ignored.
Clinical workforce shortages, rising patient
acuity, unprecedented operational
complexity and expanding payer-provider
tensions demand that leaders rethink where
iInnovation truly drives value. Organizations
that thrive in 2026 and beyond will blend
advanced analytics, Al-driven automation,
and human expertise to solve problems
holistically.
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Technology is central to workforce optimization, What differentiates the highest-performing systems
perioperative efficiency, ED throughput, and revenue isn't a single tool or platform, but a systematized

cycle performance. Yet systems must balance ambition approach to strategy: They connect Al investments to
with realism. Evidence around clinical Al tools remains  enterprise goals, embrace continuous co-design, and
nascent, governance structures are uneven,and many  align talent, data, and technology to deliver sustainable,
organizations lack the data maturity required for large- measurable impact.

scale transformation.

® The share of U.S. healthcare businesses with paid

commercial licenses for Al applications rose to
227% as of 2025.

® The projected U.S. healthcare market growth
for Al is expected to reach 37% by 2030, with Al
market size expanding to nearly $100 billion.

e Of the ~$1.4 trillion in annual U.S. wasteful

health spending, ~$300 billion is estimated to be
addressable by Al

e Ambient scribes are used by 35% of large health
systems today.




TREND 5
SOLUTION 1

Strategic, ROI-driven technology
and Al governance

As Al adoption accelerates, anchor decisions in disciplined
governance rather than hype. Cross-functional committees,
federated oversight models, and alignment between Al

and enterprise strategy help mitigate risk and strengthen
accountability. Clear KPIs, data-quality standards, and
integration into systems of record ensure measurable
impact. Prioritizing lower-risk administrative use cases—
such as revenue cycle automation, supply optimization, and
ambient scribing—while maintaining clinician trust positions
organizations for sustainable, system-wide transformation.
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What to do:

e Prioritize Al use cases with proven ROI. Revenue

cycle automation, supply optimization, ambient
scribing, and staffing alignment are areas that
already show measurable gains, making them ideal
starting points before moving into higher-risk clinical
applications.

Establish cross-functional governance to align

Al investments with enterprise strategy and risk
tolerance. Clear oversight helps organizations
overcome “‘governance paralysis’ and prevents pilots
from advancing without measurable outcomes or
accountability.

Turn Al exploration into structured, scalable
progress. Ensuring Al pilots can scale requires
aligning initiatives to core organizational priorities
while building interoperable technology and data
foundations that support responsible deployment.
By empowering clinicians, data scientists, and
administrators to work together under strong
governance, structured adoption, and ongoing
ROI monitoring, organizations can move Al from
experimentation to enterprise-wide impact.

Co-design tools continuously with interdisciplinary
teams—not just during pilot phases. Governance
isn't just organizational policy—it's a mindset, and
one in which culture and talent serve as an essential
component. Systems with role-based training,

Al champions, and ongoing enablement see far
higher adoption and safer deployment. Sustained
collaboration with clinicians, finance, operations, and
supply chain helps refine tools as workflows evolve,
ensuring solutions remain relevant and trusted by
those who use them.




TREND 5
SOLUTION 2

Holistic workforce optimization
and retention, enhanced with
Al-enabled strategies

Health systems must use advanced analytics and emerging
Al tools to redesign workforce models with greater precision
and sustainability. Predictive hourly demand modeling,
quantified work rules, and Al-supported optimization
forecasting help leaders align staffing with real-time

needs and reduce costly variability. Paired with improved
onboarding and retention pathways, these tech-enabled
workforce strategies strengthen stability and performance.
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What to do:

Deploy Al-driven documentation and workflow
“co-pilots” to reduce administrative burden and
burnout. Use ambient scribes and task automation
to free clinicians for top-of-license work. Align Al
investments with workforce outcomes to ensure
measurable time savings, lower burnout, and
stronger retention.

Embed proactive Al education and role-specific
training to build fluency, reduce anxiety, and
strengthen adoption. Start with low-risk, high-
value pilots that improve frontline work. Early wins
in efficiency and workload reduction build trust,
accelerate scale, and reinforce Al as a workforce
augmentation strategy.

Standardize work rules across sites using cross-
functional design teams. Bringing together nurses,
managers, finance, and HR ensures the rules are
both operationally feasible and broadly supported.

Incorporate evidence-based staffing
recommendations into every unit’s care model.
Aligning staffing with clinical benchmarks helps
maintain safe workloads and supports better patient
outcomes.

Prioritize retention. Structured onboarding,
residency programs, and leadership-development
pathways give early-career staff a clearer trajectory,
and reduce avoidable attrition in critical roles.

Address social determinants of employment

to reduce turnover. Removing barriers such as
transportation, childcare, and food insecurity helps
stabilize the workforce and lowers the recurring
costs of constant hiring and re-training.
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SOLUTION 3

End-to-end perioperative and
throughput transformation

A comprehensive redesign of surgical and procedural
operations—spanning scheduling, supply management,
patient readiness, clinical staffing, and post-acute
transitions—can dramatically reduce cancellations, improve
utilization, and increase case capacity. Integrating workforce,
physician enterprise, care transitions, and data science teams
enables systems to optimize the full value stream, not just
discrete tasks. Leading organizations are already applying this
approach to unlock major financial and operational gains.
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What to do:

Map the full surgical value stream to identify
bottlenecks. A holistic view—from office scheduling
to post-acute handoffs—ensures that improvements
in one area don't inadvertently create new
constraints elsewhere, such as post-anesthesia care
unit backups or same-day cancellations.

Align surgeon schedules with OR capacity using
integrated workforce and physician-enterprise
modeling. Predictive tools forecast case demand,
guide scheduling, and match patients to the most
cost-effective, clinically appropriate setting (hospital
vs. ASC) to increase volume potential and optimize
OR use.

Standardize preference cards, supply practices and
authorization workflows. Consistency across these
elements reduces variability and cancellations,
shortens OR prep and turnover time, minimizes day-
of-surgery disruptions, and helps reduce overall cost
per case.

Deploy multidisciplinary throughput teams to
coordinate OR-to-IP or discharge flow. This
approach ensures ED admissions, or discharges, and
IP bed turnover are managed together rather than in
silos.
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SOLUTION 4

Strengthened payer strategy
through automation and
intelligence

As payers accelerate automation in denials and utilization
management, providers must counter with their own
intelligence tools—contract-review copilots, real-time

policy monitoring, automated appeals drafting, and
improved documentation accuracy. These tools help reduce
information asymmetry and strengthen negotiation power,
though success also requires process discipline and cross-
functional coordination.

38 Solutions Report 2026

What to do:

Implement contract-review copilots. These tools can
flag unfavorable terms and recommend negotiation
levers to help reduce payer information asymmetry
by surfacing risks and opportunities that are often
buried in complex agreements.

Use automated appeals, prior-authorization
scrubbing, and denial-prevention tools. This
automation reduces administrative burden and
allows staff to focus on higher-value tasks and
helps health systems keep pace with payer-side Al
advancements.

Integrate real-time payer policy monitoring into
revenue cycle workflows. Staying current with rapid
policy changes helps prevent avoidable denials and
reduces back-end rework.

Strengthen documentation integrity before
layering in Al. Process redesigns that are lean and
standardized ensure Al tools perform reliably and
deliver measurable value.

Coordinate across finance, revenue cycle and
clinical teams. Aligning these groups for unified
payer-response strategies enables faster decision-
making and a more coordinated defense against
increasingly sophisticated payer tactics.




TREND 5
IN THE FIELD

Al plays key role in health system’s
10-point plan for innovation

Houston Methodist Health System has
developed an aggressive three-year plan

for healthcare transformation that is divided

into 10 tech-centric categories, with Al

serving as a crucial tool in powering several

capabilities.
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e The system is exploring “smart spaces,’

next-generation hospital rooms
equipped with intelligent sensors, smart
devices, and Al-enabled cameras. These
technologies can unobtrusively monitor
patient vitals, movement, safety, and
overall activity, while also expanding
patient access to entertainment,
education, and virtual care team
connections.

The smart chart initiative highlights the
expanding role of ambient Al. Already
used to transcribe OP clinician-patient
encounters, Houston Methodist is
working to adapt this voice-to-text
technology for IP workflows.

In clinical intelligence, Al-driven tools are
being developed to support diagnosis
and care planning. The health system is
collaborating with vendors to incorporate
Al into radiology and has plans to extend
its use into pathology.

More resources

As Al adoption accelerates in healthcare,
readiness—not just tools—must drive success. Learn
why strong governance, data accuracy and strategic
alignment are the foundational bedrock before
scaling Al beyond the pilot stage.

With hundreds of tools flooding the market and few
real results, discover how the Vizient Al Maturity
Assessment helps hospitals build the strategy,
governance and culture needed to move from
promise to performance.

Organizations that choose to opt out of Al

are putting themselves on the “fast track to
obsolescence.” Our experts outline steps to ensure
responsible rollouts that unlock efficiency and
reduce waste.

Learn how top health systems are using Al to
reshape nonclinical operations.



https://www.healthleadersmedia.com/innovation/behind-houston-methodists-3-year-road-plan-healthcare-transformation
https://www.vizientinc.com/insights/all/2025/ais-next-big-test-in-healthcare-readiness-first
https://www.vizientinc.com/insights/all/2025/ais-next-big-test-in-healthcare-readiness-first
https://www.vizientinc.com/insights/blogs/2025/from-pilot-to-scale-bringing-structure-to-ai-chaos
https://www.vizientinc.com/insights/blogs/2025/from-pilot-to-scale-bringing-structure-to-ai-chaos
https://www.vizientinc.com/insights/all/2025/be-cautious-but-move-quick-6-actions-to-successfully-deploy-ai-in-healthcare
https://www.vizientinc.com/insights/all/2025/be-cautious-but-move-quick-6-actions-to-successfully-deploy-ai-in-healthcare
https://www.vizientinc.com/insights/all/2025/beyond-the-exam-room-how-top-health-systems-use-artificial-intelligence

Final thoughts

The pressure on health systems is real as the industry crosses a
defining threshold—Dbut so is the opportunity to reset and rebuild
care in ways that protect margins, strengthen communities, and
build a more human system of care. Vizient stands ready to be your
partner—connecting people, data, and solutions to help you act
with speed and clarity.

Together, we can design operating models that strengthen your
performance today and shape a healthier system for tomorrow.
Learn more about how we can support your path forward.
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Contributors
and methodology

This report, outlining solutions for healthcare leaders navigating
the evolving trends reshaping the industry, is grounded in primary
data and insights from New margin math: The trends resetting
healthcare’s financial foundation and reflects the essential
contributions of Vizient subject matter experts across consulting,
spend management, and data and digital solutions.

41 Solutions Report 2026

THE EVOLVING HEALTH
ECONOMY:

Managing Director,
Treasury and Capital Markets,
Consulting

Senior Vice President, Public Policy
and Government Relations

Senior Director, Intelligence,
Data and Digital

THE FUTURE OF CARE DELIVERY:

Managing Director and Service
Line Leader, Physician Enterprise,
Consulting

Senior Director, Intelligence,
Data and Digital

Managing Director, Revenue
and Operations Improvement,
Consulting

Senior Principal, Pharmacy
Solutions, Spend Management

Senior Vice President, Physician
Preference, Spend Managemen

Managing Director and Practice

Leader, Clinical Solutions, Consulting

POSITIONING FOR THE FUTURE:

Managing Director and
Practice Co-Leader, Mergers and
Acquisitions, Consulting

Principal, Intelligence,
Data and Digital

Managing Director and Practice
Co-Leader, Mergers and
Acquisitions, Consulting

Managing Director and Practice
Co-Leader, Strategy and Business
Transformation, Consulting

INTELLIGENT HEALTH
TRANSFORMATION:

Senior Vice President, Research and
Development, Data and Digital

Senior Director, Intelligence,
Data and Digital

Senior Vice President and Chief
Product Officer, Data and Digital

Managing Director, Data and
Analytics, Consulting

FINANCIALLY SUSTAINABLE
HEALTH SYSTEMS:

Managing Director, Strategy and
Business Transformation, Consulting

Vice President, Intelligence,
Data and Digital

Senior Vice President, Revenue
and Operations Improvement,
Consulting

Managing Director and Practice Co-
Leader, Financial Planning and Data
Analytics, Consulting

Senior Vice President/GM, Spend
Management Service

Managing Director and Practice Co-
Leader, Financial Planning and Data
Analytics, Consulting

Managing Director and
Practice Leader, Treasury and
Capital Markets Consulting




vizient. KaufmanHall

290 E. John Carpenter Freeway, Irving, TX 75062
(972) 830-0000
vizient.com

Vizient, Inc. the nation’s largest provider-driven healthcare performance improvement company, provides solutions and services to more than two-
thirds of the nation’s acute care providers and more than one-third of ambulatory providers. Vizient offers proprietary data and analytics to deliver
unique clinical and operational insights and a contract portfolio representing $156 billion in annual purchasing volume enabling the delivery of cost-
effective care. With its acquisition of Kaufman Hall in 2024, Vizient expanded its advisory services to help providers achieve financial, clinical and
operational excellence. Headquartered in Irving, Texas, Vizient has offices throughout the United States.

© 2026 Vizient, Inc. All rights reserved.
The reproduction or use of this document in any form or in any information storage and retrieval system is forbidden without the express, written permission of Vizient. 01/2026


http://www.vizientinc.com
http://www.vizientinc.com

