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Learning Objectives of Today’s Session



Today’s Learning Objectives
• Identify alternative initiatives and strategies for consideration in order to 

transform the health care business model to ensure financial sustainability 
that will enable an organization to continue to be a vibrant, thriving, 
healthcare provider

• Describe the Portfolio Sustainability Assessment process and approach to 
evaluate lines of businesses, services, and/or entities to be considered for 
repositioning (e.g., close, consolidate, maintain, grow, expand, acquire, 
launch or streamline)

• Demonstrate how an objective assessment of strategic growth and 
operational performance improvement initiatives can provide clarity on 
“closing the financial gap” to enable leadership and the board to fulfill their 
fiduciary responsibility to the community

• Understand the process, variables, and data modeling essential to provide 
information for a board to make informed and defensible decisions about 
independence and alignment options



Washington Health System:
Who Are We?



Washington Health System





About WHS: What Kind of Organization?

• Non-profit
• Voluntary Board of Directors

o 12 to 18 members
o Term Limits: Three, 4-year terms



About WHS: Who We Are
• Largest Employer in Washington County, PA
• WHS Team Members – 2,300

• Washington Hospital – 1,725
• WHS Greene – 235 
• Washington Physician Group – 265
• JVs and Partnerships – 10k+ 

• Medical Staff – 300+
• 120+ employed

• Volunteers – 300+ 



About WHS: Who We Are

• What we think versus reality
• Clinical Sophistication

• Teaching hospital
• Family Culture



Our Health Care World: Major Trends



Our Health Care World: Region



Our Health Care World: Trends

• AHA Report: Rural Hospital Closures Threaten 
Patient Access to Care” (American Hospital Association, 
September 2022)

• “892 Hospitals at Risk of Closure, State by 
State…More than 500 Rural Hospitals in the 
U.S. are at Immediate Risk of Closing” (Beckers
Hospital Review, March 2022)

• “Healthcare Providers Face a Growing Risk of 
Violating Debt Covenants” (Healthcare Financial 
Management Association, January 2022)

• “Post-Acute Care Programs Close Over 
Staffing Concerns” (Modern Healthcare, June 2021)

Healthcare Providers Under 
Financial Pressures



Our Health Care World: Trends
Washington Health System Service Area



Our Health Care World: Regional Players

• UPMC
• Highmark/ Allegheny Health Network
• WVU Medicine
• Penn Highlands
• Heritage Valley Health System
• St. Clair Hospital
• Butler Health System
• Excela Health System
• a few other small players



How Did Washington Health System Arrive 
at Assessing Our Future as an 

Independent Rural Health System?



Board Actions: How Do Did WHS Arrive at 
this Inflection Point?
• Engaged third-party consultant, built upon past consultant’s 

work products and feedback
• Formed a Steering Committee, identified Project Champions, 

and convened a Physician Advisory Council
• Confirmed guiding principles
• Set an engagement timeline with key milestones and 

deliverables
• Identified and implemented a “two-pronged” process that 

included a strategic opportunity workstream and performance 
improvement workstream



Steering Committee’s Guiding Principles

• To select a future-path forward that continues to enable 
the organization to operate as a thriving community asset

• We want to remain an independent, sustainable, thriving, and successful 
organization

• We must look at all operational and strategic opportunities (if any)  what 
service lines and partnerships should we grow, reduce, eliminate, acquire, 
expand, and launch?

• We owe it to our community to make the right and tough decisions now
• The best path forward might include becoming part of a different healthcare 

system, but looking to merge WHS into another health system is not the focus of 
the desired outcome



WHS Market & Financial Assessment



Key Observations at the Onset of the Process…
Can WHS remain independent? There is strong preference to stay 
independent – looking for an objective assessment to answer this question

“Consolidation continues to occur 
around us with key players including 
UPMC, AHN, WVU, Butler/Excela”

“Patients in northern Washington 
County are oriented toward 
Pittsburgh”

Market Dynamics

“Patients have difficulty scheduling 
appointments due to poor systems 
and staffing shortages with call 
center”

“We’ve been experiencing challenges 
with throughput in the ED and ORs 
with units closed due to staffing”

“We can’t be everything to everyone … 
how do we re-evaluate service 
offerings and focus on the core 
business?”

“Facilities are aging … we need to 
re-evaluate facilities to meet 
patients where they are 
[outpatient]”

Access & Throughput Service Lines Facilities

“Physician group is not profitable –
is that being recouped on inpatient 
side? … How can we improve 
physician productivity and 
efficiency?”

“Call schedule is a deterrent with 
physician recruitment … other 
hospitals can offer more money, 
proximity to Pittsburgh”

Physician Group
“Strategic capital investments 
often lose out to critical, regulatory 
expenses (e.g., sprinkler system)”

Technology Systems Assets & Investments 

“Should we outsource back-office 
functions to focus on clinical 
needs?”

Corp & Shared Services
“We experienced strong buy-in 
with LEAN journey 10 years ago, 
we should reinvigorate post-
COVID”

“Staffing challenges and systems 
disparities are likely driving 
inefficiencies”

Productivity
“Technology systems are disparate 
and outdated … an overhaul is 
required to stay competitive”

Revenue Cycle

“System disparities between the 
hospital and physician group cause 
challenges and many manual and 
duplicate processes … no central 
scheduling”



WHS Market Population Trends
Over the last decade, population and birth volumes for residents of Washington, Greene and Allegheny 
counties have been flat or declining. These dynamics have contributed to growth challenges at WHS.



WHS Market Share by Discharges
WHS has 45% of discharge market share in its PSA and 30% in its total service area. 
WHS’ largest competitors in its PSA are St. Clair, UPMC Shadyside, Canonsburg and Allegheny General 
Hospital. 



WHS Total Inpatient Market by Service Line
WHS market share is highest in cardiovascular, behavioral health, and surgery.  WHS has lower share 
in women’s health and orthopedics.  



Inpatient Volumes in Local Facilities
Allegheny County hospital facilities have enjoyed more stable admission and births volumes than their 
Washington County peers. This may be driven by better demographics, favorable commuting patterns, 
and health plan steerage.  



Value Proposition: Cost and Quality Performance
WHS facilities have better than average quality and slightly higher than average cost compared to their 
local  market competitors, based on an assessment of Medicare FFS performance. 



Inpatient Growth Opportunities By Service Line
The growth opportunity for WHS is limited because of the high share it already has in its PSA in many 
service lines, and the challenge of growing share in the northern part of the PSA. 



Inpatient Growth Opportunities By Zip Code
The growth opportunity for WHS is limited because of the high share it already has in its PSA in many 
service lines, and the challenge of growing share in the northern part of the PSA. 



Financial Situation: S&P Median Benchmarks 
WHS financial performance has been declining in recent years; performance is generally near BBB 
medians.



Financial Situation: Competitor Benchmarks 
WHS financial performance lower than local competitor health systems. WHS’s capital spending and 
facility age lag local competitors.



Financial Gap: 2023-2025 Operating Performance
To be sustainable in the long run, WHS income from operations must be sufficient to cover capital 
spending and interest, and to create a cushion against market and competitive risks. 



WHS Financial Improvement Assessment



WHS Calculated Strategy & Performance Initiatives

WHS has identified multiple areas for growth and performance improvement. There is risk in achieving 
all the savings, and savings will require investment and benefits accrue over time. 



Projected Baseline P & L 2023-2026

It is anticipated that WHS will face increasing, unsustainable operating losses over the next four years 
given market and competitive realities and the current operating trajectory.



Projected P & L With Initiatives 2023-2026
With significant investment and initiatives, WHS can realize significant improvements; however, 
performance is still a challenge and execution risks are high.



Baseline and Performance Improvement Scenarios
Closing the Gap

Making strategic investments and pursuing performance initiatives will improve WHS' financial 
trajectory. However, investments will take time to materialize, and will create lower cash in the short-run.



Financial Gap: 2023-2025 Cash Flow Performance 
WHS cash position could deteriorate quickly in the next three years as the organization grapples with 
challenged operating performance, a difficult market and economy, and the need for meaningful capital 
investments.



Key Conclusions



Perspectives on Opportunities and Risks
Our Assessment

• Although initiatives that were identified throughout this process can improve financial performance and strategic position, they
may not improve fundamental challenges of WHS' market, competitive environment, and the difficulties of being sub-scale

• While WHS' financial and strategic position may improve somewhat in the near-term with effective implementation of the 
initiatives we have identified, these initiatives may not be sufficient to position WHS for long-term sustainability and viability



Strategic Options: The WHS Inflection Point

 After thoroughly considering the strategic, operational, and financial analyses, the 
Ad Hoc Committee identified three strategic options

 Options A and B may not provide a path to long-term viability and sustainability
 Option C was acknowledged to be a potential option to ensure the long-term 

viability of WHS

a) Remain independent without significant capital reinvestment in IT and facilities

b) Remain independent with significant capital investment in IT and facilities

c) Seek an affiliation/partner relationship for the future with purpose/urgency 



Recommendations

Washington Health System was tasked with answering the question: 
“What can WHS do to remain independent?” Over the past few months, 
the WHS executive team…. 

• Reviewed strategic, operational, and financial analyses of current state and potential 
improvement scenarios

• Found that the current financial trajectory may be difficult to support a sustainable, 
independent, and thriving organization

• Determined there is limited growth opportunity due to significant and intensifying external 
market factors

• Concluded that improvement initiatives will be insufficient to position WHS for long-term 
sustainability and viability



What’s Next?



Questions & Answers
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