Review Article

L))

Check for
u

Page 1 of 11

The application of organizational slack to hospital system
responsiveness during the COVID-19 pandemic
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Abstract: The COVID-19 pandemic placed intense pressure on individual hospitals and hospital systems.
While no hospital could have predicted the exact needs required to respond to the crisis, there may be certain
organizational characteristics or hospital system types that were better prepared to respond effectively.
In this article, we propose a conceptual model for effectiveness of health system organizational response
to COVID-19, using the theoretical foundation of organizational slack which is defined as the “excess”
accumulated resources that do not contribute to that organization’s immediate production function. We first
define and describe the contributors of organizational slack, such as accumulated social capital or financial
health. We then describe the benefits of organizational slack such as the ability to be more innovative or
having more operational flexibility. Next, we discuss the application of organizational slack during the
pandemic to adapt operations, redeploy staff and/or supplies and to manage any technological pivots (e.g.,
the rapid escalation of telehealth). Finally, we address the ways that hospital system structures may moderate
the relationship between the benefits and applications of organizational slack. The COVID-19 pandemic
placed unique pressures on hospitals as the crisis was sustained and will most likely transform future

operations and care delivery. Through the lens of organizational slack, we can better understand the optimal

ways to respond to future crises.
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Introduction/background

In the first few weeks of the novel coronavirus disease
2019 (COVID-19) pandemic, some hospital capacity
models predicted that hospital bed capacity may need
to double in hard-hit areas like New York state (1). In
Houston, a surge of COVID-19 infections starting in June
created challenging capacity issues (2). In one particular
hospital, the percent of hours that the hospital’s emergency
department was on diversion, over a similar 8-day period,
grew from 2% in 2019 to 58% of the time in 2020 (2).
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Hospitals adopted creative means to expand capacity. In one
such example, Northwell Health, a hub-and-spoke system
in the greater New York City area, was able to expand
capacity by 50% in just two weeks by building bed units
in auditoriums and conference rooms (1). Other hospitals
developed protocols to reallocate patients across sites in the
same system. The swiftness with which COVID-19 spread
among communities required hospitals to be especially
nimble, creative and innovative, and resourceful in order to
respond and keep patients, staff and communities safe.

The demands that the pandemic forced on the healthcare
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system raise questions as to whether there are specific
organizational characteristics that would facilitate a more
innovative and effective response to an acute crisis, such
as the COVID-19 pandemic. This may include issues
around internal resource management such as staffing
and supply chain (3), thinking creatively around space and
facility planning (4), and rapidly ramping up technological
capabilities that may not have been previously prioritized
(e.g., telehealth) (5,6). Further, an additional question that
arises is whether there are certain hospital system structures
that would moderate the ability of a hospital to effectively
leverage these internal capabilities to facilitate the acute
crisis response. A significant body of research has studied
the relationship between health system form and financial
performance (i.e. operating cost, efficiency, negotiated
prices and/or profitability) (7-12). Financial health is a key
indicator of resources for crisis response (13). However,
system structure also affects the ways that decisions are
made and resources are deployed; this critically affects
mobilization during crisis response.

In this article, we propose a conceptual model for
effectiveness of health system organizational response
to COVID-19, using the theoretical foundation of
organizational slack (14). “Organizational slack is that
cushion of actual or potential resources which allows an
organization to adapt successfully to internal pressures for
adjustment or to external pressures for change in policy,
as well as to initiate changes in strategy with respect to the
external environment” (15). The benefits of organizational
slack have been described as reducing conflict, easing
planning and allowing for increased risk-taking (16). We
argue for the importance of organizational slack and discuss
factors that contribute to its accumulation. We then describe
key domains of COVID response meaningfully shaped by
the accumulation and accessibility of slack, and analyze the
importance of a response strategy that is aligned with the
benefits and challenges of different health system structures
to achieve effective COVID response. Through the lens
of slack, we then conclude by re-defining organizational
recovery from COVID in terms of re-accumulation of, and
a renewed focus on, slack.

Theoretical context/analysis

Neoclassical economic theory suggests organizations should
operate at an optimal level of efficiency so as to maximize
economic returns to the institution and organizational leaders
and managers should all strive to achieve that goal (13).
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However, in reality, most organizations operate with some
level of “excess” that does not directly contribute to the
immediate economic efficiency of the institution’s operating
model (13). In economic terms, this “excess” would be
described as inefficient waste and would result in some level
of disequilibrium (13). Management theory defines this
“excess” as organizational slack (15). Since organizations
typically operate in a context of environmental uncertainty,
they accumulate slack resources that may emerge in the
form of excess pay, under-utilized assets, or even charging
below market prices (13). One could view organizational
slack as a “hedge against the uncertainty in its planning” (16).
It has been noted that organizational slack can be used
as a mechanism for conflict resolution, a buffer against
environmental discontinuities, a facilitator of organizational
performance, a tool for legitimacy, a strategy for attracting
and retaining staff, and a mechanism for innovation (13).
Slack is typically considered as either a cache of resources
for elevating effectiveness of everyday operations (i.e.,
well-trained staff, continuous quality improvement) or for
facilitating short-term emergency response (i.e., a surge
caused by a natural man-made disaster). We contribute
to this understanding by specifically considering a middle
ground of organizational response. Specifically, how is slack
identified and deployed effectively in response to triggers
(like COVID-19) that are emergent but (I) last many
months, and (II) involve recovery back to a “new normal”
where the event may fundamentally transform future
operations and care delivery.

Contributors to organizational slack

There are several areas of a hospital’s internal and external
operations and environment that would contribute to
optimal levels of organizational slack. Internally, financial
health, leadership strength and accumulated social capital
all help organizations accumulate slack. Externally, market
competitiveness and historical crisis exposure may facilitate
or activate slack accumulation (Figure I).

Financial bealth

Financial slack allows organizations to manage through
short-term crises and invest in areas of growth during
normal operational periods (17). Hospitals and hospital
systems able to accrue cash reserves over time are better
positioned during an extended crisis to “weather the
storm” and invest effectively in strategic changes that
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support sustained recovery. Specifically, hospitals that are
able to develop efficient operating models that allow the
organization to generate positive (or less negative) margins
on Medicare patients (in addition to commercially insured
patients) may exhibit greater financial “health” during
crisis times (18). Those hospitals that are more reliant on
commercial insurance margins alone, particularly for elective
surgical care, may lack the financial flexibility to emerge from
the pandemic in a strong position. These same facilities also
may incur additional expense and inefficiency as they struggle
to pivot operationally to provide the emergent services
necessary during COVID or other acute crises.

Leadership strength

In a review of the research related to leadership in healthcare
organizations, D’Aunno and Gilmartin write that “the search
for heroic leaders probably reflects societies’ (and researchers’)
continuing romance with leadership more than anything
else” (19). Hospital leadership that is able to build a reserve
of organizational slack would not be “heroic,” but rather
a leadership team able to motivate employees to achieve
their fullest potential. In a study of Marines, individuals that
were seen as part of the group and willing to follow were
rated as more effective leaders (20). This is also consistent
with D’Aunno and Gilmartin’s conclusion “that leadership
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is positively and significantly associated with individual
and group satisfaction, retention and performance” (19).
Hospitals with strong leadership would lead an informed,
urgent and transparent response, at the same time
empowering others to innovate and continuously adapt to
changing conditions at each phase of a prolonged crisis (21).

Accumulated social capital

Social capital accrues over time and provides organizations
with the ability to “call on” these relationships in times
of need (22). Uzzi’s study of embeddedness demonstrated
greater efficiency and adaptation among manufacturers in
the New York City garment industry with stronger, more
embedded relationships in their networks (23). Hospitals
have shown to exhibit lower readmission rates for patients
discharged to post-acute facilities where they have more
embedded referral relationships (24-26). Through social
capital and embedded relationships, hospitals are able to
spread risk and vulnerability out across a broader network
and leverage complementary advantages across different
relationship partners to troubleshoot problems (23).

Market competitiveness

Hospitals that are in more competitive environments may
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accumulate more organizational slack because they will
have a direct incentive to invest in their workforce and
support innovation in order to attract new patients (27). In
less competitive markets, hospitals may lack the incentives
to innovate or build a more effective care delivery system.
In more competitive markets, because of the dynamic
environment, hospitals have a greater need to consistently
accumulate and strategically deploy slack to respond
to competitive threats as compared to hospitals in less
competitive markets.

Historical crisis exposure

Recognizing the need to build reserves through prior crises
may induce organizations to accumulate future reserves
of slack. In a study of performance following the dot com
bubble in the period from 2001-2003, organizations with
higher levels of financial slack exhibited more rapid recovery
from the recession (17). For hospitals, external shocks
could come in the form of new policy (e.g., alternative
payment models), competitive shifts (e.g., mergers), and/
or environmental crises (e.g., recession leading to delays
in elective surgery). To mitigate the effects of the external
shocks, hospitals may recognize the benefits of having
organizational slack, thus building reserves for future use.

Benefits of organizational slack

Organizations build slack for various reasons depending on
the market conditions and internal resource availability. In
responding to sustained crises that may permanently alter
organizational operations, organizations can utilize slack
reserves to respond with more readiness, innovativeness,

and flexibility.

Readiness

External shocks can materialize in different ways, such as
a pandemic or other crisis, or a new federal or state policy.
Slack resources benefit the organization by allowing a
more efficient, effective, and timely response. For instance,
only certain hospital systems responded to the initial
alternative payment models introduced by the Affordable
Care Act, such as bundled payments and accountable care
organizations (28). It could be argued that those hospitals
and hospital systems with the “readiness” to respond
to value-based payments had greater slack resources to
mitigate the risk associated with the transition and move
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earlier in response. As Zinn and Flood wrote, “firms with
slack resources face a less narrow and idiosyncratic set
of path-dependent options, allowing them to be more
adaptive” (13).

Innovation

As it relates to innovation, research has shown that
innovation is supported by having organizational slack.
Several studies examined the relationship between
organizational slack and research and development
expenditures and patent applications, showing a positive
association (27). The relationship, though, is U-shaped,
meaning that having too much slack—particularly in terms
of financial excess—is negatively associated with innovation,
presumably because these organizations may lack exposure
to competitive pressures that encourage responsive strategic
thinking (27). This is also supported by research showing
that firms with high levels of financial slack had more
pronounced declines at the onset of a recession (17).

Flexibility

To the extent that slack implies a sufficient resource buffer
for everyday operations, slack also enables organizational
flexibility to rapidly and effectively use those resources in
response to acute system shock. Particularly within the
workforce, organizations with a culture of flexibility may be
better able to alter schedules, reallocate staff coverage and
even create new roles and/or team structures that evolve
alongside an unfolding crisis (29). Coupled with strong
leadership, hospitals with optimal levels of slack may be able
to motivate their workforce to accept these changes and
provide the necessary training and financial compensation
for a more effective crisis response.

Applications of organizational slack during
extended response to COVID-19

To combat the pandemic and survive its after affects, the
organizational slack that a hospital accumulates can be
deployed in several ways. First, a hospital can build on the
innovation and readiness built into the hospital’s culture
to adapt operations to the changing environment. Second,
hospitals with excess slack can more flexibly redeploy staff
and supplies across a hospital system to where needs are the
greatest. Third, slack allows hospitals to more quickly pivot
technological resources to adapt to changing care needs.
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These factors allow hospitals to efficiently move patients
across the continuum of care, manage surge capacity, and
reallocate resources to keep patients and staff safe.

Operational adaptation

Hospitals in several regions of the country that experienced
high rates of infection were forced to quickly adapt to
volume surges that stressed existing capacity (1,2). While
the federal government provided some relief in certain
areas with “pop-up” hospitals, naval hospitals, converted
convention centers, the transfer of patients to these facilities
was often challenging and it was then left to individual
hospitals to convert existing space to enable them to care for
sick patients (1,30). This required very rapid innovation and
creativity to transform auditoriums, cafeterias, conference
rooms and other non-patient space into critical bed capacity.

As patients moved through the continuum of care,
hospitals in regions with high COVID-19 transmission
were struggling to ease capacity issues by discharging
patients to post-acute and long-term care facilities (31).
Hospitals with accumulated reserves of social capital and
more embedded relationships with post-acute providers
and other community-based organizations may have been
more able to manage capacity and throughput during
the crisis. For instance, hospitals with these embedded
partnerships can work with facilities to identify isolation
areas where COVID patients can be safely transitioned out
of the hospital and into a nursing home environment for
continued recovery (32).

Staff/supply redeployment

Research examining the relationship between organizational
slack and personnel/staffing reveals that slack enables
organizations to invest more in staff benefits in the form of
higher pay, wellness benefits, flexible schedules, access to
staffing reserves (e.g., temporary employees), and others (13).
Pandemic response requires organizations to keep staff
safe, cater to staff wellbeing, quickly replace staff that are
temporarily quarantined, and mitigate against staff’s risk
of community spread (both contracting and spreading
infection). Many hospitals offered bonuses and additional
time-off for health care workers on the front lines of the
crisis (33). The post-crisis mental health wellbeing of
frontline health care workers will also be critical to the
pandemic response (34,35). Organizations needed slack to
act with urgency to address both the short and long-term
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implications of the crisis on sufficient staffing and staff well-
being. This slack facilitates adding enhanced benefits for
personnel and staff such as hazard pay during the crisis and
more costly, but targeted benefits, to address post-pandemic
mental health needs.

Procuring PPE during the pandemic became a challenge
for many hospital systems and many had to turn to
novel and creative solutions (36). The social capital that
accumulates with organizational slack could have allowed
some hospital systems to respond more flexibly to supply
chain discontinuities amidst the environmental threat of
the coronavirus as hospitals were able to lean on supply
chain relationships and other key constituents (e.g., Board
members) to procure necessary supplies (13,15,37). Further,
those hospitals that recognized the value of supply chain
leaders and/or invested in new technology to manage the
supply chain would have been better positioned to respond
to the pandemic (38).

Technological pivot

The onset of the coronavirus pandemic led to a rapid
shift away from in-person physician office visits and
replacing those with telehealth visits (5,6). Research on
telehealth adoption showed that hospitals that were more
technologically advanced were more likely to have adopted
telehealth capabilities (39). Further, larger hospitals,
hospitals affiliated with a health system, teaching hospitals
and not-for-profit hospitals were all characteristics
associated with greater telehealth adoption (39).
Organizations with the slack to invest more proactively in
technological scale would most likely predict the ability of
that system to rapidly scale up telehealth capabilities during
the pandemic. In addition, those organizations further
along in interoperability (i.e., within their own health
system and with affiliated organizational partners) would be
better positioned to move patients around and utilize space
across the network, capable of a smoother transition and
information availability at all points of care.

All of these factors are consistent with organizational
slack, as to execute on each in the face of a crisis such as a
pandemic requires additional resources and focus that do
not exist without organizational slack. However, drawing
out and deploying slack is highly context-dependent;
effective pandemic response can and should look different
based on the organizational structure (16). Here, we focus
on inter-organizational structure within integrated health
systems as a key factor to consider given the sweeping
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mobilization necessary in a sustained crisis such as

COVID-19.

System structure as a moderator of
organizational slack accumulation

As hospitals accumulate slack and apply it to their pandemic
response, the question arises as to whether the system
type to which the hospital belongs may moderate the
link between slack and pandemic response. Geographic
distribution, “systemness,” or member heterogeneity,
among others, may all be system characteristics that can
either facilitate or impede the link between slack resources
and how they are used to respond to the coronavirus
pandemic. First, though, we must define the parameters of a
hospital “system.”

Defining bospital systems

In 2018, there were 637 health systems in the United States
and 71.8% of hospitals were part of a health system. Sixty-
nine percent of health systems were not-for-profit, 20%
were public/government, 8% were church operated and 3%
were for-profit (40). However, these system designations do
not help to distinguish performance across hospital markets
and/or define the ways they accumulate slack resources.
Bazzoli et al. developed one of the early taxonomies that
considered centralization as a key parameter aligned with
performance (41). This research led to a taxonomy of
five system types (centralized health systems, centralized
physician/insurance health systems, decentralized health
systems, moderately centralized health systems, independent
health systems) that exists today as a unique variable in the
American Hospital Association survey. Burns ez 4/. built on
the Bazzoli model, but also considered geographic “reach”
as a key parameter of system performance, leading to three
system types (national, hub and spoke, regional) (7). They
define national systems as those that operate in 3 or more
states or where the hospitals are 300 or more miles apart
from each other, on average. Hub-and-spoke systems were
those with less than or equal to 100 miles between hospitals,
variation in hospital size and at least one COTH member (7).
All other systems were categorized as regional. As it relates
to organizational slack, these models can help to illuminate
differences in how a hospital most effectively deploys slack
to respond to an external crisis such as the coronavirus
pandemic.

For the purposes of defining organizational slack in the
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context of a pandemic, we will apply the Burns et. al. model
supplemented by Bazzoli’s concept of centralization, as that
allows us to consider the geographic reach of a hospital
system across varying levels of centralization that is critical
to understanding how the hospitals will perform in a crisis.

Predicted system responsiveness

Considering the types of hospital systems based on
geographic reach, there are areas where certain types would
be expected to perform better in a crisis. In Table 1, the
description of hospital system types based on the Burns
et al. definition vis-a-vis the key areas of slack application
(operational adaptation, staff/supply redeployment, and
technological pivot) is shown.

National systems

Given the geographic spread of national systems (i.e.,
operating in 3 or more states, or where hospitals are 300
or more miles apart from each other, on average), these
systems have a scale that achieves financial health through
lower borrowing costs and centralized administrative
functions (7). However, in a highly centralized national
system, innovation and operational adaptation will most
likely be limited as compared to national systems that
encourage more local autonomy where more innovative
hospital cultures can emerge.

The scale of national systems suggests that they might
have broader reach in sourcing temporary staffing for high
infection rate areas. The national scale would also most
likely translate to greater supply chain redeployment. Here,
a higher level of centralization is desired where supply chain
decisions are made and monitored at the national level and
would allow for more efficient movement of supplies across
the system.

National systems are likely to have robust technological
capabilities, given the scale at which they make investments
in EHR vendor products and other assistive information
and communication technologies (i.e., to support
telehealth). However, given the geographic spread of these
systems, they may not have invested in IT-assisted processes
for provider cross-coverage across systems or for moving
patients around in response to surge. National systems
would also not necessarily have invested resources in
building local social capital. Here, less centralized systems
with local autonomy may accrue more social capital in select
markets where it aligns with individual hospital needs.
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Table 1 Applications of slack vis-a-vis hospital system types
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Organizational ~ National

slack application

Regional

Hub-and-spoke

Operational
adaptation

Less local autonomy; potential to
lose local innovation

Hospitals within region relatively “equal” in
operational scope; limited breadth of shared hospital can help spur innovation

Research component of teaching

learning and best practices

System spread makes social
capital accumulation less likely

Slack may exist in centralized
administrative costs that are not
useful in crisis times

Staff/supply
redeployment

Geographic reach facilitates
national sourcing of temporary
staffing

National scale could allow
supply movement easily across
geographies

Buying power at national level can
help to procure supplies chain

Hospital proximity allows supply sharing
though high infection rate limits ability to
execute since all hospitals would need same

supplies

Technological Robust EHR systems in place if
pivot purchased at scale across system

Limited operational
interconnectedness means use
of telehealth and IT-supported
transitions of care are less

Lack of heterogeneity among system
hospitals may limit creativity

Moderate likelihood to have invested
in social capital to enhance post-acute
relationships, address capacity constraints

Depending on operational efficiency may
have some regional personnel slack

May have regional buying power in supply

Potentially high technology investment,
though possible less than national systems

Ability to scale telehealth and IT-supported
transfers depends on whether system
operates more like national network or is
inter-connected operationally

Variation among system hospitals
allows for unique within system
innovations

Potentially higher case mix in hub
hospitals could translate to more
patients discharged to post-acute,
leading to more accumulated social
capital with post-acute providers

Ability to move staff among system hospitals High potential for shared staff across

hospitals

Wide array of staffing specialties
across system hospitals

High potential for supply chain buying
power, especially through hub hospital

Can share supplies across system
hospitals though high transmission
rate limits ability to do so

Significant technological scale,
especially with COTH hub hospital

Access to wide array of specialists to
scale telehealth

established
May be more likely to have invested in
early adoption of telehealth
Regional systems easier to “flex-up” staff as well during any volume surges.

Regional systems do not have the same geographic spread
as national systems but are still able to coordinate efforts
across a regional footprint. The local/regional scale may
also enable a system to negotiate with payers collectively,
achieving higher reimbursement rates and greater financial
strength. In a regional system, the hospitals may be more
able to share best practices and even visit system hospitals
to observe various innovations and operational adaptations.
It would be easier for regional systems to move staff
among system hospitals given the geographic proximity.
For those systems with more organizational slack, it may be

© Journal of Hospital Management and Health Policy. All rights reserved.

Regional systems may have regional buying power in the
supply chain and, proximity allows for sharing supplies.
However, if the transmission rate is high across a region,
there would be need across all system facilities and less
ability to reallocate supplies.

Regional systems are more likely than national systems
to not only have robust EHRs but also have already worked
through how to leverage information and communication
technologies for supporting inter-organizational cross-
coverage and patient transfers. Their ability to scale up
telehealth during a pandemic crisis likely depends on
whether they operate more like a national network or have
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more regional interconnectedness. Regional systems may
also be more likely to have invested time in developing
post-acute networks and achieving a high level of social
capital and organizational embeddedness where the hospital
can work with post-acute facilities to move patients across
the continuum of care and reduce the capacity burden of
sick patients.

Hub-and-spoke systems

Hub-and-spoke systems should have the optimal level of
organizational slack to effectively respond to a pandemic
or other similar crisis. Hub-and-spoke systems may
not have the healthiest financial position due to the
possibility that hub teaching hospitals may serve as safety
net facilities and treat complex patients with higher than
average Medicaid populations. However, the slack that
emerges in an environment where efficiency is built in to
address low reimbursement rates means the system can
more easily mitigate the risk of losing cross-subsidization
of commercially insured patients. Further, innovation in
these facilities emerge from a culture of research and, thus,
facilitate the adaptation necessary to respond to a crisis.
Finally, the heterogeneity in the size and scope of hospitals
within the hub-and-spoke systems can help to provide some
financial flexibility. Moderately centralized hub-and-spoke
systems where local autonomy is supported by diffusion of
best practices and research make this type of system ideal
for addressing a pandemic.

The proximity of hospitals in a hub-and-spoke system
means that staff can be shared among the system hospitals.
More importantly, though, given the variation in scope of
the services offered at system hospitals, patients can more
easily be reallocated to the proper hospital setting in order
to keep patients safe and possibly consolidate infected
patients to one or two hospitals. With a technologically
advanced hub hospital, the supply chain capabilities should
be fairly strong in these hospital systems and the proximity
allows for storage and redistribution of supplies in system
facilities.

The hub hospitals in the hub-and-spoke systems will
be some of the most technologically advanced facilities
across the country. Therefore, they will be able to scale
technologies such as telehealth during a pandemic but will
also be able to provide access to a wide array of specialists
and sub-specialists even during times when in-office visits
are limited. Given the complexity of patients (i.e., higher
case mix) at hub hospitals in these systems, it is more
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likely that the system would have a preferred network of
post-acute providers which means the system would be
well-positioned to work with the network of providers to
efficiently and safely move patients out of the hospital and
into a post-acute bed.

Hub-and-spoke systems appear to have the optimal
level of geographic reach, heterogeneity across system
membership, and a focus on research and innovation
that would allow them to respond most effectively to a
pandemic. Further, given the higher expected case mix of
patients at the hub teaching facilities, staff and leadership in
these hospitals are used to caring for complex patients and
managing complicated funds flow models where Medicare
and Medicaid are the dominant payers. Where national
systems may exhibit more organizational slack in the form
of higher administrative costs, and regional systems may
lack an adequate level of slack given the lack of variation
across hospital sizes and scopes, the hub-and-spoke system
model accumulates slack that can be used to invest in
innovation and specialty staff, address the environmental
discontinuities and allows for a quicker recovery period
since the hospitals have built operational efficiency around a
less than desirable payer mix.

Discussion

Organizational slack has useful applications for
understanding how healthcare systems respond to the
extremes of chronic and acute organizational pressures, i.e.,
general environmental uncertainty in everyday operations
as well as external threat from sudden emergencies. We
posit that slack also has application for mid-range crises
such as that caused by the coronavirus pandemic, where
the disruption is sustained and likely leads to a recovery
with more permanent organizational changes. As hospitals
need to think about the operational adaptation, staff and
supply redeployment, and technological pivot required,
they can access the responsiveness, innovation and
flexibility that resides within the organization. Slack in
hospitals can be accumulated through financial health,
market competitiveness, leadership strength, history of
market disruptions and social capital. There are, though,
ways in which slack can impede pandemic response such
as administrative slack that does not necessarily directly
improve clinical operations. Achieving optimal levels of
slack can be facilitated through system development as
hospitals can work together to achieve efficiencies, share
best practices, and redeploy assets and workforce in the
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regular course of business that can then be applied to
pandemic response. However, the ability of hospital systems
to optimize slack will vary depending on how the system
is organized and the balance between local and centralized
decision-making.

As it relates to the pandemic, hub-and-spoke systems,
especially those that are moderately concentrated should
have the greatest ability to accumulate organizational slack
that can be applied to the organizational adaptation, staff
and supply redeployment and technological pivot required
to respond to the changing environment. These systems
have variation in bed allocation across their hospitals (i.e.,
mix of ICU and general medical/surgical beds), high levels
of technology investment, and the research focus of the
teaching hospitals should help them innovate. Further,
the teaching hospitals are often more apt to treat more
complex, high-need patients, a skill that would allow them
to adapt to the complex needs of COVID-19 patients.
National systems may be in a good position to redeploy
supplies and may be able to tap broader networks for
temporary staffing solutions. But, to the extent there is a
sizeable national office, the system may have accumulated
high levels of administrative slack that is not urgently
responsive to dynamic local needs and does not necessarily
help during a pandemic crisis (7). If national systems are
able to organize their hospitals into hub-and-spoke regional
systems, they may be able to replicate the benefits of the
hub-and-spoke model. Regional systems may be impeded
by the fact that the hospitals in these systems could be
somewhat homogeneous in size and service scope and in the
populations served. This lack of heterogeneity could make
it more difficult to respond as the varied skill levels required
to combat the pandemic may be lacking.

Equally important to the application of slack resources
during a crisis, hospitals will need to think about recovery
and ways to return to slack. It is also important to consider
renewed investments in accumulating slack through greater
staff cross-training, enhanced social capital through greater
interconnectedness, and continued investment in hybrid
care models with telehealth. Investments such as those
will help hospitals manage future crises, and, perhaps, will
force new hospital-to-hospital partnerships, partnerships
with post-acute and other providers and partnerships with
community organizations. One significant challenge for
health systems looking to accumulate and maintain the
“right amount” of slack is the lack of a synthesized and
validated measure of this concept. Hospital and hospital
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system bond ratings, which reflect a comprehensive
assessment of the riskiness of investing in that entity, offer
one such indicator. However, often hospitals and hospital
systems don’t know the adequacy of organizational slack
until it is actively being tested. A promising area of future
work is to use evidence from COVID-19 response and
other recent healthcare market shocks to develop and test
a measure of organizational slack that can be used more
proactively for hospital system development and operations.

Finally, as merger and acquisition activity in the hospital
sector continues, it is worth considering how different
systems may or may not be able to accumulate the optimal
level of organizational slack to respond to external threats
such as a pandemic (42). Perhaps, this will also accelerate
the growth of provider sponsored insurance plans as
hospital systems realize the benefits of controlling risk
within a portion of their population. It may also be the case
that national systems continue to move away from markets
where they own one or two individual hospitals and attempt
to build regional hub-and-spoke models that can generate
more “systemness.” COVID-19 certainly stressed hospital
operations, especially in those areas such as New York
City with high infection rates. The next few years should
see hospital systems reorganizing and optimizing their
operating models to optimize slack resources in order to
best respond to future crises.
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