
I was recently asked what I thought would happen to community hospitals if our only payer becomes 
Medicare? The implication seemed to be that Medicare is the cause of distress, and hospitals would 

suffer even greater distress if Medicare were the only payer. If a com-
munity hospital is already fragile, and already believes Medicare is the 
cause of distress, it is already on a self-fulfilling path to ultimate clo-
sure. You cannot change Medicare. There are two related questions 
that have more immediate relevance:

1.	What is the effect of Medicare on viability?
2.	Is it possible to operate effectively within a market that includes       
Medicare as it exists today? 

Let’s look at the effect of the most relevant characteristics of Medicare 
upon community hospitals.
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MEDICARE IS 
DESIGNED FOR SOME 
HOSPITALS TO BE 
PROFITABLE. IT IS 
YOUR CHOICE.

Medicare reimbursement rates 
are based on average cost for 
all hospitals’ nationally which 
means that some hospitals’ 
costs are lower and some high-
er than average. Therefore, 
hospitals that operate effi-
ciently and keep their labor 
costs below the national aver-
age can be profitable.

THE MEDICARE 
MARKET IS BIG

Medicare effectively rep-
resents all 65 year olds and 
older, makes up about 50% 
of all community hospital 
revenue, and about 80% of 
profit potential. 65 year olds 
and older are a larger percent 
of community population than 
urban. And, although smaller 
community hospitals are see-
ing population declines, the 
number of 65 year olds and 
older are not declining in any 
material way.

MEDICARE SPENDS 
MORE ON WHAT YOU 
DO BEST

Medicare spends more on 
lower acuity conditions than 

higher acuity which communi-
ty hospitals are best suited to 
provide.

A CAPTIVE MARKET

Acute inpatient services are 
the community hospital’s low-
est market share (typically 10% 
to 30%) and have a higher 
profit margin than outpatients; 
making inpatients the highest 
profit margin and greatest rev-
enue growth. A 5% admission 
rate on 700 ED patients is $2 
million you are transferring.

CAH MAY BE THE 
BIGGEST BARRIER 
STANDING IN THE WAY 
OF YOUR SUCCESS

The CAH reimbursement 
model has not accomplished 
its original goal of stabilizing 

small community hospitals. 
Rather, it has unintentionally 
led many hospitals to closure 
because CAH was not intend-
ed to make a profit. CMS could 
save $690 million from de-cer-
tification of 64% of all CAHs 
that would not qualify if re-
quired to re-certify. CMS could 
save $1.4 billion over 10 years 
if it reduced reimbursement by 
1%. Attempts have been made 
in the past, and tried again. 
Life will not get better.

MONOPOLY
Many small communityl hos-
pitals are the only competitor 
in their market and resemble 
a monopoly. You have the 
first choice regarding how 
much medical need you want 
to serve. Continuing current 
practices will not change your 
outcome if you are struggling 
now. However, Medicare in-
patients are a large growth 
opportunity that is not declin-
ing, is profitable, and is what 
you do best. Physicians gen-
erate over 90% of hospital 
revenue. EM and HM physi-
cians generate over 85% of 
this revenue.
 
HospitalMD’s integrated EM 
and HM physician practice 
model is designed specifically 
to intercept revenue that is al-
ready flowing through and out 
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of your ED every day.  I’d like 
to talk with you about how we 
can partner and ensure your fu-
ture. We are confident in your 
growth opportunities to such 
an extent that we guarantee re-
sults results if you qualify. 

PROFIT

There is only one measure of 
financial success for any en-
terprise that competes in an 
open market—profit. And there 
are only two variable that de-
termine profit—revenue and 
cost. The good news is that 

the same business principles 
that work for other industries 
apply equally well to effect 
community hospital revenue 
and cost. We know how to ap-
ply these principles to help you 
be successful.

Call  877.881.8783 or email 
me at insight@hospitalmd.com 
with any questions or com-
ments you may have. I would 
like an opportunity to visit with 
you personally about your 
needs and ways that we can 
help you grow. 

I'd like to make a great re-
source available to you for free. 
CLINICAL IN•SIGHT features 
insights for clinicians with hot 
topics, standards of care, and 
other relevant issues facing 
your clinical staff each day. Just 
email us with that request and 
we will make sure you receive 
each issue.
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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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National Eye Injury 
Prevention Month!

E ye 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:

C L I N I C A L  I N S I G H T S  A N D  I N N O V AT I O N  F O R  P R O V I D E R S
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• Visual acuity• Pupil exam • Extraocular motility and alignment • Confrontational visual fields

• External examination (including eversion of 

eyelids)

Small Community Hospitals (SCHs) leave a significant amount of revenue on the table that is equivalent to 

an average annual net loss per hospital in the range of $1.5 million to $3.0 million. As you would expect, 

there are many reasons. This issue tackles one of the most subtle and misunderstood sources of lost reve-

nue—the distinction between observation and acute patient status. The good news is that you can capture 

this lost revenue with more knowledge, not trying harder. How can these losses occur when so many SCHs 

are in financial distress? In thinking about the answer to this question, I am reminded of the following story.

 

A small fly is burning out the last of its short life’s energies in 

a futile, life-or-death struggle attempting to fly through the 

glass of the windowpane. Regardless of how hard it tries, it 

will die shortly on the windowsill. Ten steps away, the door is 

open. With ten seconds of flying time it could reach the out-

side world with only a fraction of the effort. The fly doesn’t 

know this. We do. Regrettably, it’s a plan that will kill. 

Source: Abridged. You2 by Price Pritchett, Founder and CEO of Price Pritchett, LP, Dallas, TX, 1990.
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Along with influenza season comes RSV. Are you 

testing pediatric patients for RSV in addition to 

influenza if you test? Both adults and children can 

have RSV. Illness tends to be more severe in pediatric, 

pregnant or immunocompromised patients. A 

definitive diagnosis may be useful in pediatric 

patients who are very young (less than 24 months), 

have co-morbidities or are very sick, potentially 

requiring admission or transfer. Let’s look at the latest 

evidence for evaluating and treating RSV.What signs and symptoms indicate that a pediatric 

patient requires potential admission or transfer to a 

pediatric facility?

• Respiratory distress• Nasal flaring• Retractions• Significant tachypnea• Significant tachycardia• Apnea
• Pulse ox < 90% on room air• Oxygen requirement to maintain saturation

• Poor feeding• Lethargy• Inappropriate responses (such as not crying during 

exam when that would be normal for the patient)

• Unstable social situation• Your gestalt
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RSV?
C L I N I C A L  I N S I G H T S  A N D  I N N O V AT I O N  F O R  P R O V I D E R SARE YOU SEEING PATIENTS WITH 

Respiratory syncytial virus (RSV)

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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