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The Future of Healthcare Financing
As Margins are Squeezed, How are Idaho
Hospitals Responding?
Idaho Hospital Association
2019 Mid‐Year Meeting
June 27, 2019 10:15 – 11:45

Introductions
Moderator: Kate Fowler, VP Operational Finance St. Luke’s Health System
Panelists:
• Kim Dalrymple, CFO Cascade Medical Center
• Sara Spiedel, Director of Finance St. Alphonsus Medical Group
• All of you
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Welcome & Learning Objectives
Financing, a driving force on the healthcare landscape, continues to become
more complex. With budgetary pressures on Medicare and Medicaid, new
reimbursement models emerging, and the rising costs of labor and
medications/supplies, executives must constantly monitor the financing
landscape and respond appropriately.
Learning Objectives
• The outlook for the Medicare, Medicaid, and private insurance and their
impact on organizational strategy and planning
• The current issues and challenges to healthcare organizations with changing
reimbursement models and rising costs
• Strategic approaches to monitor and adjust to financing issues.

Seeking Balance Amidst Disruption
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Razor‐thin margins tightening

60%
of hospitals will have
negative margins by
2025 absent expense
improvement
(Congressional Budget Office)

Medicare margins

Source: Kaufman, Hall & Associates, 2018 State of Cost Transformation, www.kaufmanhall.com/ideas‐resources/research‐report/2018‐state‐cost‐transformation‐time‐big‐steps
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Payors are moving toward value

Consumers find healthcare unaffordable
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Disruptors Abound : Consumerism, New Players,
Technology Innovations and Service Delivery Models

What to do?
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Common and Effective Tactics…So Far
• Financial forecasts / Calculating future cost avoidance needed
• Focusing on optimizing revenue cycle performance, through charge
capture, documentation, utilization management, etc
• Targeted cost savings distributed, with accountability to performance
• Clinical care improvements, including protocols to reduce in variation

Tactics and Strategies for Transformation
• Ensure all top disruptive
forces are on leaders’ radar
screens

Source: AHA Trustee Insights, Surviving Disruption in Health Care, July 2018, http://trustees.aha.org/disruptiveinnovation/TI‐0718‐kaufman.pdf
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Tactics and Strategies for Transformation
• Ensure all top disruptive forces
are on leaders’ radar screens
• Clear cost improvement goals
with transparency and
engagement from stakeholders

Source: Kaufman, Hall & Associates, 2018 State of Cost Transformation, www.kaufmanhall.com/ideas‐resources/research‐report/2018‐state‐cost‐transformation‐time‐big‐steps

Tactics and Strategies for Transformation
• Ensure all top disruptive forces
are on leaders’ radar screens
• Clear cost improvement goals
with transparency and
engagement from stakeholders
• Focus on transformative
improvements, “no regrets”

Source: Kaufman, Hall & Associates, 2018 State of Cost Transformation, www.kaufmanhall.com/ideas‐resources/research‐report/2018‐state‐cost‐transformation‐time‐big‐steps
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Tactics and Strategies for Transformation
• Ensure all top disruptive forces
are on leaders’ radar screens
• Clear cost improvement goals
with transparency and
engagement from stakeholders
• Focus on transformative
improvements, “no regrets”
• Engaging providers in margin
strategies and cost
transformation

Source: Kaufman, Hall & Associates, 2018 State of Cost Transformation, www.kaufmanhall.com/ideas‐resources/research‐report/2018‐state‐cost‐transformation‐time‐big‐steps

Disrupting Our Own Work
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Case Study #1

Kimberly Dalrymple‐CFO

6/28/2019

Confidential: Proprietary Content for Cascade Medical Center
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Cascade Medical Center
• 10 Bed Critical Access Hospital
• Population of about 1,000
• 65% Medicare Utilization
• Average Daily Census .4
• Nearest larger facility is in McCall or Boise
6/28/2019

Confidential: Proprietary Content for Cascade Medical Center
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Focus on the patients
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Confidential: Proprietary Content for Cascade Medical Center

19

Changes in this Last Year
•
•
•
•
•
•
•

NHSC Site Approval in August 2018
Full‐time Financial Counselor based in Clinic
Frequent ER Users to Clinic
Urgent Care Addition
Integrative Behavioral Health
Provider and Coder training and tools
Open discussions regarding staffing and services

Understanding our community and their needs!
6/28/2019

Confidential: Proprietary Content for Cascade Medical Center

20

10

6/28/2019

How has this helped?
• Days Cash on Hand Increased by 40 Days
• Salaries to Net Patient Revenue has stabilized
• Days in A/R has decreased
• Bad Debt‐Down by 18% over last year

Happy Patients and Happy Employees
6/28/2019

Confidential: Proprietary Content for Cascade Medical Center
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Case Study #2

Investing in the Future
Through Provider Integration

Sara Spiedel, Director of Finance St. Alphonsus Medical Group
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Overview
• Growth journey with employed
physician models
• Role of physician integration against
the backdrop of decreasing margins
• Challenges faced with balancing
growth and financial sustainability
• Topics covered:
• Labor Management Process
• Role of Clinics in Innovative Care
Delivery

Provider Integration

Hospitals have been on the road to integration
driven by several goals:

• Reduce variation in practice patterns
• Gain better control over supply costs
• Manage APMs that require care coordination
to be successful (at‐risk agreements)
• “Tipping point” in financing call pay, ICU
coverage, etc.
• Ensure access to care for underserved areas

Future Trend?

• Newly trained physicians are seeking
employment at higher rates
• About 42% of the one million doctors in the
U.S. are older than 55, up from 35% in 2006
(and only 28% of the AMA's respondents are
over 55, so this may be an underestimate).
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Financial Impact
• Nationally, loss per provider has increased, sometimes greater
than opportunities in savings reduction and APM payments
According to the Medical
Group Management
Association, hospitals’
multi‐specialty physician
groups lost almost
$196,000 per employed
physician (2016).

. . .the common view that “everyone loses money on their physicians”
leads many industry players to view practice losses with a sense of
inevitability and even futility. A financial dilemma emerges, however,
when the health system contemplates losses from its physician
enterprise relative to flat or even shrinking revenues and profitability
across other service lines. (Timothy Smith CPA, ABV Principal, TS Healthcare Consulting, LLC)

Hospital‐Owned Medical Group Economics

• Salary and benefit costs make up nearly 80% of total expense
• Staff account for 25% of total expenses

• Total labor costs rival operating revenue so close management is key
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Labor Management

Labor Management Process
• All new and replacement position requests are brought to
Labor Committee for review
• Committee comprised of operations leaders, Finance, HR
• The clinic manager makes the case for why the position is needed
• For positions beyond 1:1 staffing, the clinic’s productivity index is considered

• SAMG follows a SAHS‐wide process utilizing Kronos
Workforce Analytics
• Instills framework of staffing to volumes in the clinics, similar to hospital process
• The basic methodology can be adopted by smaller medical groups aiming to add
more standardization to their staffing models
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Productivity Index Calculation
Target Productivity:
Productive Staff Hours Budgeted
Budgeted wRVUs
This value is calculated separately for each clinic each year, based on
the current budget.

Productivity Index Calculation
For Clinics:
Worked Staff Hours Budgeted
Budgeted wRVU
For Billing Department:
Worked Staff Hours Budgeted
Budgeted Claims Submitted
For Fixed Departments:
Worked Staff Hours Budgeted
Budgeted Staff Hours
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Targets

It is apparent why it takes more staff to
produce a Palliative wRVU vs. Neurosurgery.
What are explanations for variation within the
same specialty?
31

SAMPLE

16

6/28/2019

Productive Staff Hours
• Includes:
•
•
•
•
•

Staff hours
Regular and Overtime hours
Contract or PRN
Float hours into the department
Education / Orientation / Meetings

• Does not include:
•
•
•
•
•

Provider time
PTO / Vacation / Holiday
Sick time
Jury Duty
Bereavement Leave

• Productivity can be managed by:
•
•
•
•
•

Increasing wRVUs
Reducing overtime hours
Flexing staff when a provider is on PTO
Using tools/systems to be more efficient
Using consistent best practices (allows
people to step into a process with limited
education/training)

Results


The concept of a Productivity
Index (staff hours per wRVU)
introduced in FY12



Clinic staffing guidelines
established



16% decrease in Staff Hours
per wRVU equates to a
savings of $8.6M in staff
expense over FY12 run rate



11% decrease in Staff to
Provider Ratio
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Applications
Allows for comparison across clinics and with national
staffing benchmarks
Lays foundation for staffing standards
• Level of MA coverage
• Front desk staffing proportionate to number of phone calls
and patients to check in/out
• Structure for clinical leads, supervisors, and managers

Innovative Care Delivery
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Medical Group Investments in Care Delivery
• Transitional care clinics

• Preventing readmissions
• Chronic condition management

•
•
•
•
•
•
•
•

Polypharmacy assessments (including de‐prescribing)
Dementia care
Caregiver support and education
Advanced care planning
Palliative care
Community health workers
House calls
Virtual visits

Looking Ahead to the Future
• Optimizing the social influencers of health
• Aligning incentives for longitudinal care of patients
• Focus on community health and wellbeing
•
•
•
•

Housing
Nutrition
Environmental stewardship
Local economic development
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Questions?

Collective Wisdom

Go to www.menti.com and use the code 16 15 11
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Thank you
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