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Why fewer admissions 
can cost more per stay 
Moving routine care elsewhere changes the work and costs that remain. 

5–6 MINUTE READ 

In This Briefing 
Moving routine care to an outpatient setting changes who remains in the hospital. Patient 
complexity and the cost of keeping staffed beds available help explain why fewer admissions 
may not bring proportionately lower costs, even when total spending falls. 

About Board Briefings 

Board Briefings offer deeper explanations of healthcare issues and their implications for 
governance. Each includes a practical example, authoritative sources, and key questions to 
support informed board discussion. 
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What Happened 

On October 7, Strata Decision Technology published first-half 2026 findings on changing 
hospital services. Inpatient gynecology activity fell 8% as more operations to remove the 
uterus moved to outpatient settings. Other services grew. The report describes how shifting 
less complex care outward can change the hospital workload that remains. (1) 

A lower admission count can reflect a change in where care happens rather than less need for 
care. The findings illustrate a possible shift in the patients who remain. They do not establish 
the cause of cost changes at every hospital. 

The Issue, Explained 

Two patients receive treatment for similar conditions. One goes home that afternoon. The 
other needs several nights of close monitoring. Only a patient formally admitted appears in the 
inpatient count. Outpatient care does not require that admission, although some outpatient 
care can include overnight observation. 

As straightforward procedures move to clinics or surgery centers, fewer of those cases remain 
in the hospital’s average. Patients who still require admission may need longer stays or closer 
attention. The average can become more demanding without every individual patient 
becoming sicker. Part of the change is who is no longer counted. 

Hospitals describe aspects of that complexity through measures of patient mix, often called 
case mix. These help classify cases for payment and estimate their resource needs. They are 
not a direct count of nursing hours or a complete account of illness. Documentation and the 
services offered can change the measures too. (2) 

The expenses of running a ward do not follow admissions one patient at a time. Supplies may 
fall as fewer patients use them. A staffed unit, building, and equipment still cost money while 
awaiting the next admission. Removing one stay does not remove an entire nursing shift. 

That leaves two financial measures answering different questions. Total spending describes 
what the service costs to operate. Cost per stay divides that spending by the number of 
admissions. When admissions fall faster than spending, each remaining stay carries a larger 
share. The ratio can rise even as the total bill falls. 
 

https://www.stratadecision.com/press-release/service-line-insights-are-informing-growth-strategies-provider-organizations
https://www.stratadecision.com/press-release/service-line-insights-are-informing-growth-strategies-provider-organizations
https://www.cms.gov/newsroom/fact-sheets/fy-2026-hospital-inpatient-prospective-payment-system-ipps-long-term-care-hospital-prospective-0
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The Issue, Explained (continued) 

Fewer admissions do not necessarily mean quieter wards either. Eighty patients staying longer 
can occupy as many bed-days as 100 patients with shorter stays. Their need for staff attention 
may differ again. An admission count leaves both duration and intensity out of view. 

Some unoccupied capacity may also have a purpose. Emergency arrivals cannot be predicted 
perfectly, and an available staffed bed can make an unexpected admission possible. Keeping 
that bed ready costs money. Maintaining needed readiness and retaining capacity with no 
continuing purpose are different choices. 

Time changes the choices available. An expense that cannot sensibly be removed next week 
may be adjustable through a different service arrangement next year. “Fixed” describes a 
period and a set of circumstances, not a promise to keep the expense forever. 

Meanwhile, the outpatient center has staff, space, and equipment of its own. The system’s full 
result includes resources added there, resources released at the hospital, and the inpatient 
capability that remains necessary. Moving a procedure does not settle that wider calculation. 

A Practical Example 

A hypothetical hospital unit spends $1 million a month keeping its staffed capacity available, 
plus $5,000 for each admission. With 100 admissions, spending totals $1.5 million, or $15,000 
per stay. 

Admissions fall to 80. The $1 million remains, while the additional expenses fall to $400,000. 
Total spending is now $1.4 million—$100,000 less. Dividing by 80 produces a higher cost per 
stay of $17,500. 

Patient needs are held unchanged here to show the arithmetic. More demanding cases could add 
another effect, while a safe change in capacity could alter future costs. The higher cost per stay 
does not settle either question. In this example, it accompanies $100,000 less in total spending. 
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Governance Implications 

An outpatient strategy and the hospital’s remaining capacity are parts of the same service 
commitment. Moving appropriate care outward may release some resources while leaving 
others necessary for complex or unpredictable treatment. The effect depends on the patients 
and services involved. 

A higher cost per stay can reflect a different mix of patients, fewer stays sharing continuing 
expenses, higher total spending, or several changes together. Separating those effects makes 
the result more informative without presuming that efficiency has improved or declined. 

Management and clinical leaders organize care and assess capacity. The board considers 
major service and capital commitments. Decisions about facilities are more useful when they 
connect the outpatient strategy with the inpatient care still needed. An admission count shows 
how many stays occurred, not the full resources required to provide them. 

Questions for the Board 

1. When reviewing hospital activity: 
How have patient needs and length of stay changed alongside admissions? 

2. When interpreting hospital costs: 
What explains changes in total spending and cost per stay, including the cost of 
maintaining needed capacity? 

3. When considering service and facility plans: 
How do the combined inpatient and outpatient results inform major service and facility 
commitments? 

Sources & Further Reading 

1. Strata Decision Technology. Service-Line Insights Are Informing Growth Strategies for Provider Organizations. 
October 7, 2026. Service patterns vary across providers. 

2. Centers for Medicare & Medicaid Services. FY 2026 inpatient payment final rule. July 31, 2025. Background on 
case classification and payment. 

Board Briefings provide governance education and do not constitute legal, clinical, accounting, or investment advice. 

https://www.stratadecision.com/press-release/service-line-insights-are-informing-growth-strategies-provider-organizations
https://www.cms.gov/newsroom/fact-sheets/fy-2026-hospital-inpatient-prospective-payment-system-ipps-long-term-care-hospital-prospective-0
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