
You may have heard the expression “If we had perfect information, we could make perfect 
decisions.” Well, we don’t have perfect information. In some cases, we have too little 

information, sometimes too much, and sometimes the wrong information. I call these conditions 
“blind spots”.  Regardless of these conditions, we have enough adequate information to make 
substantive decisions.  We just need to know where to look and how to use it.  It's like finding 
acres of diamonds in your back yard! I propose we change our 
perspective and shine light on these information “blind” spots so 
we can see clearly and begin harvesting this resource for success.

THE TRENDS
Industry Trends

Reuters (news agency) reported recently that Moody’s (a financial 
services firm) expects the 2017 trend of median operating margin 
and cash flow margin declines of 1.6% and 8.1% respectively to con-
tinue well beyond 2018. Separately, Morgan Stanley (an investment 
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bank) reported that an analy-
sis of over 6,000 US hospitals 
indicates that nearly 20% 
were either weak or at risk 
of closure. Highly popular 
industry mergers and acquisi-
tions (M&A) may be no savior 
for financially weak hospitals, 
especially in hard-to-reach ar-
eas, as the pace of hospital 
closures accelerates. 

Local Impact
About 70% of all patient vol-
ume comes from patients that 
are 60 years of age and older. 
This translates into a signif-
icant portion of Medicare 
(MC) volume. This should be 
good news if you are a rural 
market, and a PPS hospital. 
But, the regulatory “design” 
of the Critical Access Hospital 
program limits a CAH hospi-
tal from making more than 
an abysmal 1% gross profit 
margin (101% of cost) on MC 
patients. And you may want 
to sit down for this—in 2011, 
the Office of Management 
and Budget (OMB) proposed 
that both the 2011 and 2014 
federal budgets reduce pay-
ment to 100% of cost (from 
101%) yielding a 0% prof-
it margin for hospitals but 
saving CMS $1.4 billion. This 
pressure is not going away.

You may be even more 
surprised that in 2013, the 
HHS OIG reported to the 
US Congress that 64 % of 
rural CAH hospitals would 
not meet CAH regulatory 
requirements today if they 
had to recertify, and CMS 
and beneficiaries would save 
$700 million if this same 
64% were re-designated 
PPS hospitals. HospitalMD’s 
internal studies indicate that 
many CAHs would be better 
off as a PPS hospital because 
their actual cost-based CAH 
reimbursement per inpatient 
discharge is less than the PPS 
baseline reimbursement rate.

THE FORECAST

Revenues are decreasing, 
and costs are increasing. This 
is an economic reality and not 
likely to change. This fore-
cast isn’t pretty. Hospitals 
have been closing at a rate 
of about 30 a year accord-
ing to the American Hospital 
Association, and patients 
living in rural areas outside 
major cities may be left with 
few, or no, hospital choic-
es. The next 12 to 18 months 
should see the rate of clo-
sures increase.

SO WHAT’S NEW?

You say, give me some good 
news. Tell me something I 
don’t know. What can work 
that hasn’t been done be-
fore? A book titled Acres 
of Diamonds was written 
in 1890 by Russell Conwell 
who is best known for found-
ing Temple University in 
Philadelphia. It is about a 
man that set out on a journey 
to search for the largest and 
most precious diamond on 
earth. His search took him a 
lifetime but without success. 
Ironically, after his death, this 
rare and precious stone that 
he had pursued was actually 
discovered in his backyard.

THE OPPORTUNITY 
(REALLY)

Only 12% of all hospital pa-
tient visits at rural hospitals 
are inpatients (IPs) compared 
to 33% at urban hospitals. 
Over 90% of all rural hospitals 
achieve a very low average 
market share of between 15% 
and 20% AND utilize only 
12% of their available beds 
compared to 65% utilization 
for urban hospitals. 

It is ironic that often the 
cause of a problem can also 
be the cure. Vaccinations for 
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various diseases (e.g., polio, 
flu, pneumonia, shingles, etc.) 
are a cure (or protection). 
In 1800 in England, doctors 
experienced an unexplained 
epidemic number of deaths 
during C-sections. It was 
common practice to perform 
C-sections in the afternoon 
after they spent the morning 
in the (cadaver) lab. 

The breakthrough occurred 
when they realized that if 
they washed their hands after 
leaving the lab and before 
performing C-sections, 
the death rate declined 
dramatically. We look at 
this illustration today and 
marvel at how they could be 
so ignorant. But they were. 
Today, the only difference 
may be that we have different 
blind spots. The irony is that 
anything that can be a cause 
of financial distress can at the 
same time be the cure. 

If this is true, it must mean 
that we don’t understand 
something about the cause 
of financial distress. And 
if we come to understand 
the cause, we may come to 
understand the solution. We 
refer to the ED as the front 
door (or gateway) of the 
hospital. When someone 
says this we typically agree. 
But do we really know what 

this means? The ED is the 
mouth of the funnel through 
which the largest number of 
patient population enter the 
hospital. The ED feeds the 
inpatient medicine service. So 
if we don’t get enough acute 
inpatient admissions, we need 
to understand why.

Generally, the county 
population is a good proxy 
for the number of patients 
that use the local hospital. So, 
let’s stop to rethink this with 
an illustration using a county 
with a population of 20,000 
which represents all possible 
sources of patient care. About 
40% (8,000) of any population 
will use the ED at least once 
a year. Of these ED patient 
visits, about 15% (1,200) 
will consist of observation 
placements and acute 
inpatient admissions admitted 
locally and transferred. 

Our research indicates that 
the sum of acute admissions 
and observation patients is 
almost always within +/- 2% 
of 15%. This is consistent with 
CDC health utilization data 
which is the longest running 
(25 years) utilization study in 
history. Observations should 
be about 2% (160), and 
transfers should be about 3% 
(240), leaving 10% (800) that 
are local acute admissions. 

If a hospital doesn’t fit this 
profile, it is experiencing 
outmigration “leakage” and 
is not keeping as many acute 
admissions local as it could 
and should.

Our first “blind spot” may be 
not understanding admission 
regulations well, and what it 
takes to keep 10% local. The 
next several issues of 
insightTM will shine a light on 
the reason(s) and what we can 
do about it.
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IT USED TO BE THAT PEOPLE did not “shop” for healthcare. They simply went to their personal physician, who referred them to a specialist if necessary. Patient charts were on paper. Insurance was 80/20. Insurance paid the claim and life was simple. Healthcare wasn’t concerned about quality and value from the patient’s perspective. That has all changed. Radical shifts have occurred where cover-age varies by choice of provider, as well as coverage and payment plan limits. Customers are bear-ing a significantly larger share of the cost of services. Providers are rewarded or punished based on customer satisfactions surveys. And all providers are paid less year to year regardless of satis-faction score. This new structure economically limits customer 

choice so that purchasing deci-sions are actually made jointly by both the insurer as well as patient. In effect, the patient must use the provider the insurance says to use or pay significantly higher out of pocket costs. With this in mind, it is imperative that providers un-derstand how to compete. Deliv-ery process performance affects quality and value, and ultimately the solvency—and growth—of your hospital!
The healthcare industry has “kicked the can” down the road too long. Insurers have a significant head start. Government and commercial insurers have taken the initiative to aggressively reduce the price they pay for services. These reductions in price come with the implicit mandate that high quality and value are not compromised. 

If providers don’t seize the opportunity now to re-design and improve business and clinical models, the outside market will dictate even more aggressively how service is delivered. I don’t believe this view is “Chicken Little”.  Advances in information and medical technology make 
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In case you missed it, the last issue of in•sight™ titled Performance Improvement 101 - Part 1, introduced 

the concepts of quality, value, and performance; and the two attributes of performance (efficiency and 

effectiveness). You can read that issue (#15) online at: hospitalmd.com/resources/insight. 
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In the last issue I illustrated several ways we help hospitals return to 

financial viability. These practical strategies can increase revenue by 

millions. We believe you should expect quantum results, not incremental 

changes that take years to implement. Inpatient medical services have this 

Quantum revenue potential because they have the highest profit margin 

of all hospital services, and these revenues can increase most quickly. 

In this issue, I want to talk about plowing and planting the seeds for a 

growing, leading-edge small community hospital (SCH). We will also ex-

plore dangers of “silos”.
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Jim Burnette is the Founder 
and CEO of HospitalMD. Jim has 
worked in healthcare for more 
than 20 years. His mission is to 
strengthen small community hos-
pitals across the nation and help 

them thrive in today's rapidly changing healthcare 
climate. Jim is a graduate of Georgia Tech and re-
sides in Peachtree City, a small community right 
outside Atlanta.
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Choices for Fluid Resuscitation

Should we stop using 

Normal Saline (NS) as 

our “go to” resuscitation 

fluid? Of course, this is an 

ongoing debate. Often, we 

use NS because this is the 

way we have always done 

it—not because it is the best 

option for the patient. The 

infamous quote of “there is nothing normal about 

normal saline” should alone give us pause for con-

cern. This EMCRIT article gives an excellent overview 

as to why we should consider using Lactated Ringers 

Solution (LRS) over NS. Here are a few bullet points 

from this article, but please read the article in its en-

tirety. I encourage you to draw your own conclusions 

and I would love to hear your thoughts on the subject 

Email me:  BNewberry@HospitalMD.com

•	 Hyperkalemia is NOT a contraindication for LRS 

(this is a common misconception).

•	 LRS has a minimal effect on lactate levels (be-

cause it contains sodium lactate and NOT lactic 

acid) so lactate levels can still be accurately 

measured in septic patients.

•	 LRS is slightly hypotonic so could potentially 

increase intracranial pressure in a patient with 

neurologic injury with rapid administration of 

large volumes. Therefore, Plasmalyte may be 

a better choice for patients with severe neuro-

logic injury.

•	 The SALT-ED study demonstrated good evi-

dence for the superiority of LRS over NS.

•	 NS is hypertonic, acidotic fluid and there is no 

physiologic rationale for its use as a resuscita-

tive fluid.

•	 Problems with the use of NS include hypercho-

loremic acidosis, hyperkalemia, hemodynamic 

instability, renal malperfusion, systemic inflam-

mation and hypotension (which are exactly the 

things we are often trying to correct or prevent!).

•	 Many studies, both small and comprehensive 

that have compared NS to LRS have found mul-

tiple issues with the infusion of NS.

•	 The SMART and SALT-ED studies both found 

a 1% increase in death or renal failure with the 

use of NS.

•	 LRS is a bit more costly to use—about $.25 

more a bag! This seems insignificant compared 

to the potential benefits.
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Welcome to this installment of Clinical in•sight! This publication is aimed to help YOU, 

our community of clinicians, keep up with and learn information relevant to your po-

sition at HospitalMD. I would love to hear your feedback, comments, suggestions and 

accolades. Please email me with any thoughts at:  BNewberry@HospitalMD.com. 

BRITTANY NEWBERRY, PhD, MSN, MPH, APRN, FNP-BC, ENP-BC 

Board Certified Family and Emergency Nurse Practitioner, 

Vice President Education and Provider Development, HospitalMD 

From the Editor

National Eye Injury Prevention Month!
Eye exams are frequently necessary for us to perform in the ED. Many of our sites do not have tonopens or slit lamps so understanding how to do a basic, thorough eye exam is im-portant. In addition, we need to know when to send patients for additional follow up with ophthalmology.

THIS VIDEO demonstrates how to perform a basic eye exam and the written version of essential eye exam tips can be found HERE. The American Academy of Ophthalmology also has the 8-point eye exam detailed HERE.
The basic eye exam consists of the following components:
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• Visual acuity
• Pupil exam 
• Extraocular motility and alignment

• Confrontational visual fields• External examination (including eversion of eyelids)

FREE AND NOW 
AVAILABLE!
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