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OUR APPROACH

• Grounded in data
• Improvement focused
• Proven track record
• Guided by best practices

Objective evaluation of current hospital operations

• High-impact
• Meaningful
• Actionable

Development of detailed performance improvement plans that are

• Abundance mindset
• Fundamental understanding of hospital economics
• Measurement culture

Three keys to rural hospital success:
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PROCESS

Introductory call Initial data analysis

Onsite interviews, 
including:
• C-suite
• Clinical and non-clinical

department leaders
• Board members

Report development 
highlighting:
• Current operations
• Rural hospital best practices
• Identified opportunities
• Recommendations

Report presentation Onsite action planning
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TRANSCENDING INDIVIDUAL AND ORGANIZATIONAL 
VALUES

Impact

• Leave better than before

Interdependence

• We before me
• Small cog in a larger system

Respect

• For oneself, others,
environment, etc.

• Golden Rule

Abundance

• Stephen Covey coined the
idea of abundance
mentality or abundance
mindset, a concept in which
a person believes there are
enough resources and
successes to share with
others.

• This is contrasted with
the scarcity mindset (i.e.,
destructive and unnecessary
competition), which is
founded on the idea that, if
someone else wins or is
successful in a situation, that
means you lose; not
considering the possibility of
all parties winning (in some
way or another) in a given
situation (zero-sum game).
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ECONOMIC PHILOSOPHY
• Understand the difference between contribution margin and profit on fully allocated costs

• Variable Cost
• Definition: Expenses that change with changes in activity
• E.g., Pharmaceuticals, reagents, film, food

• Fixed Cost
• Definition:  Expenses that do not change with changes in activity
• E.g.: Salaries and benefits (??), rent, utilities

• Rural hospitals have inordinately high fixed costs relative to revenue (E.g., ER Standby,
acute care nursing costs, etc.)

• Unit contribution margin
• The amount from each unit of service available to cover fixed costs and provide

operating profits
• Example: If Department X's unit service price is $200 and its unit variable cost is

$30, the unit contribution margin is $170 ($200 – $30)
• A rural hospital is made up of 1000s of Unit Contribution Margins
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OPERATING EFFICIENCIES, PATIENT SAFETY AND QUALITY
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• Hospitals not operating at efficient levels
are currently, or will be, struggling
financially

• “Efficient” is defined as
• Appropriate patient volumes meeting

the needs of their service area
• Revenue cycle practices operating

with best practice processes
• Expenses managed aggressively
• Physician practices are managed

effectively
• Effective organizational design



VOLUME AND PAYMENT

Grow patient volume to meet community needs
• “Catching to pitching”
• Opportunities often include:

• ER Admissions
• Swing bed
• Ancillary services (imaging, lab, ER, etc.)
• Understanding market share
• Developing targeted marketing strategies

Increase efficiency of revenue cycle function
• Adopt revenue cycle best practices
• Effective measurement system
• “Supercharging” front-end processes, including online insurance verification, point of service collections
• Education on the necessity for upfront collections
• Ensure the chargemaster is up to date and reflects market reality
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VOLUME AND PAYMENT
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• Understanding, selecting and
implementing applicable designations
and associated payment models
• Freestanding Clinics
• Provider-Based Clinics
• Rural Health Clinics



ORGANIZATIONAL DESIGN/MEASUREMENT
Have an effective organizational design that drives accountability into the organization
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Decision Rights

• Drive decision rights down
to clinical/operation level

• Education to department
managers on business of
healthcare
• Avoid separation of

clinical and financial
functions

Performance Measurement

• Department managers to
be involved in developing
annual budgets

• Budget to actual reports
to be sent to department
managers monthly
• Variance analysis to be

performed through
regularly scheduled
meetings between
CFO/CEO and
department managers

Compensation

• Recognize performance in
line with organizational
goals



MANAGEMENT ACCOUNTING
• The hospital has developed a best practice process where all department managers actively

participate in working with the CFO/Controller to set department budgets

• Reported that monthly, department managers receive “Responsibility Reports,” which report actual
month and year-to-date revenue and expense compared to budget and prior year

• Managers are required to report variances from budget and have access to monthly financials
through the shared drive, and are supposed to report variances from budget of greater than
$500 or 10%

• The hospital has also developed a program where all managers are required to develop plans to
either increase revenue or decrease expenses by 5%

• Best performing peer rural hospitals establish the following practices to foster a culture of
accountability—managers participate in budget development, financials are distributed monthly
with the expectation of variance monitoring/reporting, departmental performance dashboards are
established, Department Operations Reviews (DORs) meetings are held monthly with managers  to
ensure accountability for performance
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STAFFING EFFICIENCIES

• Increase monitoring of staffing
levels to the “sweet spot”

• Staffing education for DONs/Clinical
managers

• Salary Survey/Staffing Levels/
Benchmarks that are relevant
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Performance FY 2020 Hourly FTEs @ Actual
Department Indicator Volume Standard1 Standard FTEs2 Variance

Nursing - Med Surg Per Patient Day 4,525         12.00        26.11      33.89      7.78        
Nursing - Obstetrical/Postpartum UPer Patient Day 289             10.00        1.39         7.44         6.05        
Nursing - Nursery Per Patient Day 260             5.00           0.63         - (0.63) 
    Inpatient Subtotal 28.12      41.33      13.21      

Nursing - Surgery - Major Per Case 250             11.00        1.32         16.32      15.00      
Nursing - Surgery - Minor Per Case 1,918         5.50           5.07         - (5.07) 
Nursing - Recovery Room Per Case 2,168         3.30           3.44         - (3.44) 
    Surgery Subtotal 9.83         16.32      6.49        

Emergency Room Per Visit 7,718         2.75           10.20      14.54      4.34        
UR/Case Mgr/Soc Ser Patient Days 5,074         0.75           1.83         6.60         4.77        
Nursing Administration Per Adj. Admissions 6,988         1.75           5.88         4.08         (1.80)       
    Subtotal Nursing 55.87      82.87      27.01      

Radiology Per Procedure 35,451       1.36           23.22      14.88      (8.34)       
Lab/Blood Bank Per Test 202,460     0.25           24.33      16.62      (7.71)       
Occupational Therapy Per Treatment 23,763       0.50           5.71         7.29         1.58        
Speech Therapy Per Treatment 2,902         1.00           1.40         1.55         0.16        
Cardio/Pulmonary Per Procedure 25,810       0.71           8.84         14.36      5.52        
Pharmacy Per Adjusted Day 22,854       0.60           6.59         16.41      9.82        
  Subtotal Ancillary 70.09      71.11      1.02        
     Subtotal - Clinical 125.96    153.98    28.02      

Hospital Administration Per Adj. Admissions 6,988         1.65           5.54         7.56         2.01        
Information Systems / Telecom Per Adj. Admissions 6,988         1.36           4.57         4.31         (0.26)       
Human Resources Per Adj. Admissions 6,988         1.10           3.70         - (3.70) 
Marketing/Public Rel/Volunteers Per Adj. Admissions 6,988         1.03           3.46         - (3.46) 
General Accounting Per Adj. Admissions 6,988         1.23           4.13         2.15         (1.98)       
Security Gross Square Feet 181,263     0.02           1.74         0.63         (1.11)       
Patient Accounting Per Adj. Admissions 6,988         3.00           10.08      10.57      0.49        
Admitting/Patient Registration Per Adj. Admissions 6,988         3.79           12.72      13.95      1.23        
Medical Records Per Adj. Admissions 6,988         3.00           10.08      7.30         (2.78)       
Cent Supply/Mtl Mgmt/Sterile Per Adjusted Day 22,854       0.20           2.20         6.07         3.87        
Housekeeping Net Square Feet 108,758     0.25           13.07      15.61      2.54        
Dietary Meals Served 46,377       0.20           4.46         10.20      5.74        
Plant Ops/Maintenance Gross Square Feet 181,263     0.08           6.97         5.61         (1.36)       
Laundry and Linen Lbs of Laundry 186,232     0.02           1.79         1.77         (0.02)       
    Subtotal Support 84.51      85.74      1.23        
1 Hourly Standards based on Stroudwater sample of hospitals 210.47    239.72    29.26      
2 FY 2018 internal information provided by hospital administration

   
Sample of Selected Departments



REVENUE CYCLE
• Effective Revenue Cycle Key

Performance Indicators (KPI)
Dashboard
• Important Elements

• Metrics for all phases of the
revenue cycle

• Targets established
• Trend over time
• Individual accountability

• Variance from targets used to
drive weekly revenue cycle team
meetings
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QUALITY
• Effective Quality Dashboard

• Important Elements
• Metrics for all phases of the

Quality program
• Targets established
• Trend over time
• Color to identify performance

against goals

• Variance from targets used to
drive monthly quality council
meetings
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Findings and Analysis

• Primary care current needs analysis, based
on adjusted service-area population,
indicates a deficiency of between (4.1) and
(9.6) primary care provider FTEs

• Reported that two Family Practice
providers have expressed interest in the
service area

• Specialty Care needs analysis suggests
shortages in most listed specialties, with
the highest need in OB/GYN, Orthopedics,
and Ophthalmology

PROVIDER COMPLEMENT MATCHING DEMAND
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CASE STUDY #1 - ABUNDANCE

• CAH in the Midwest
• New CEO March 2018

• Abundance-based,
growth focus

• Worked with medical
staff to set clinic volume
expectations

• Significantly improved
revenue cycle functions

• Financial Management
• Department managers

were provided with
Profit and Loss (P&L)
statements that
compare actual results
with budgeted numbers

• Department managers
engaged in setting the
revenue and expense
budget
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CASE STUDY #2 – ABUNDANCE AND MEASUREMENT

• CAH in the Southeast
• New CEO in 2020, replacing a

scarcity-based leader
• Abundance-based, growth

focus
• Developed orthopedic

program
• Significantly improved

revenue cycle functions
• Measurement culture

developed in revenue
cycle
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CASE STUDY #3 – ABUNDANCE AND MEASUREMENT

• CAH in the Northwest
• Abundance-based,

growth focus
• Negotiated cost+

contract with MCO
• Including PMPM for

primary care
practices

• Significant investment
in primary care/urgent
care

• Commitment to
community wellness

• Blue Zone Effort
• 3-story wellness

center
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FINDINGS FROM SFOAS

• Lack of measurement tools and reporting
• Lack of market share data/knowledge
• Inadequate or non-existent strategic plans
• Broken revenue cycles

• Front end
• Mid cycle
• Back end

• Productivity management opportunities

Common topics
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CONCLUSIONS/RECOMMENDATIONS 

Key Strategies
Values – Abundance-focused mindset

Understand basic economic fundamentals
• Volume is critical

Organizational design that promotes accountability
• Effective measurement system
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ACTION PLANNING
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ACTION PLANNING AGENDA

• Goal:
• From the numerous

recommendations in the SFOA
report, work with the senior team to
identify a set of prioritized
recommendations

• Once priority recommendations are
identified, develop action plans to
achieve results



EXAMPLE PRIORITIZED RECOMMENDATIONS
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EXAMPLE ACTION 
PLANS
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EXAMPLE 
ACTION PLANS 
(CONTINUED)

24



25

ACTION PLANNING TAKEAWAYS

• Requires dedication of resources
• Human
• Financial

• Buy-in and accountability are key
• Changes in results are not realized without

changes in actions

Takeaways



DISCUSSION
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MEAGAN WEBER, DPT, 
MBA
• Therapy Director at SCH 2010-2022

• Started the CEO role in August of 2022

• In my second week as CEO, I was lucky
enough to have Eric and Wade on-site to
start our ACTION planning after the SFOA

• In the two years after Stroudwater’s
action plans were implemented, SCH
secured an additional $500k from cost
report amendments, improved cash on
hand from 8 to 40 days, improved swing
bed census, implemented a successful
hospitalist program, and empowered the
leadership team with an approachable
strategy
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SCOTLAND COUNTY HOSPITAL
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• 25-bed Critical Access
Hospital

• Located in Memphis, Missouri
• Serving population of ~

12,000



SERVICE AREA OVERVIEW

Primary Service Area

Critical Access

Short Term Acute

Scotland County Hospital’s 
Primary Service Area (PSA) 

comprises 10 ZIP codes
The service area was derived by looking at ZIP 
codes where Scotland County Hospital had 10% 
or more Medicare market share in 2020 or had 

a significant amount of Medicare cases for 
FY2019 or FY2020
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SERVICE AREA OVERVIEW
• The Total Service Area population was approximately 12,329 in 2020

• Fifty-six percent (56%) of the total population is younger than
45 years of age

• The under-18 age cohort has a larger percentage of people
(26%) compared to the State (22%) and the United States (22%)

• The 18-44 age cohort has a smaller percentage of people (30%)
than the State (35%) and the United States (36%)

• The 45-64 age cohort has a smaller percentage of people (24%)
compared to the State (25%) and the United States (25%)

• The 65+ age cohort has a larger percentage of people (20%)
compared to the State (18%) and the United States average
(17%)

• Thirty percent (30%) of the population resides in Memphis,
which is the home ZIP code for Scotland County Hospital
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HISTORICAL FINANCIAL ANALYSIS (2018 – 2022)
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SFOA COMMENTS FROM A CEO

SFOA BENEFITS FROM A CEO PERSPECTIVE

• Action steps were laid out by leadership
team with Eric and Wade leading
discussion and all steps were
trackable/measureable.

• Leadership team worked together to
come up with priorities, so the group
effort was meaningful.

• To this day, hospital leadership uses this
strategy to implement change with
action plans and action steps throughout
the organization.

THINGS I WOULD CHANGE “IN HINDSIGHT” 

• Create an action plan committee with a
standing monthly meeting to touch base on
progress and target dates.

• Ensure that quick follow up is taken if a
team member that owns some of the action
steps leaves the organization.
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SCOTLAND COUNTY HOSPITAL 

Action Plans that the hospital implemented from Stroudwater’s Strategic Financial and 
Operational Assessment were developed with the hospital leadership team.

• Action Plan #1: Grow swing bed to an average daily census of 6.6.
This would estimate a growth in revenue of approximately $250,000 per CY.

• Action Plan #2: Implement RC measurement culture.
Goal: Days in gross AR at 45/CA% of Gross charges at 45%.

• Action Plan #3: Grow acute care services to ADC of 5.6.
This would estimate a growth in revenue of approximately $350,000 per CY.

• Action Plan #4: Establish Patient Centered Medical Home in RHC.
This would increase revenue by approximately $30,000/month.

• Action Plan #5: Cost Report Improvements
We were missing out on cost report opportunities and were able to improve our return by $500,000 in the
first year.



ACTION PLAN #1 
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