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JSUBACUTE CARE: CREATING ALTERNATIVES

Business Strategies in Suhacute Care

BY DULCELINA A. STAHL

Abstract: 7o increase market share in a managed care environment, sub-
acute care providers must confront several issues: business strategies, infor-
mation technology and buman resource management. The backbone of the
subacute care facility is its buman resources, ils link to the world is infor-
mation technology and its foundation is the business plan.

[Nurs Manage 1997:28(2):27-28]

i n the past 2 years, subacute care
- providers have seized the opportu-
: nity to increase market share in a
managed care environment. Several is-
sues now confront subacute care pro-
viders: (1) business strategies, (2) in-
formation technology and (3) human
resource management.

Business strategies

The basic steps in developing a busi-
ness plan include: visioning; goals/
objectives; strengths, weaknesses, op-
portunities, and threats (SWOTS); analy-
sis; market analysis and trending; and fi-
nancial forecasting. The subacute care
provider’s vision should reflect what it
wants to be in the future, and it also
must be consistent with its mission.
This may be difficult because of the fi-
nancial constraints that payors have
imposed on health care services. For
instance, if the health care provider’s
current mission is to provide quality
health care to the community, would
providing “free” care affect the vision
of its future viability? When setting
goals and objectives, ask: “Are they
measurable and realistic?”

What is often neglected, however, is
recognizing the key players who per-
form the SWOTs analysis. For exam-
ple, there is a tendency to have the
analysis done by management staff
who may not necessarily understand
the community profile. Emplovees who
are residents of the community can pro-
vide a more realistic and comprehen-
sive assessment of the organization’s
strengths and weaknesses.

Rather than taking a sophisticated
approach to market analysis, a sub-
acute care provider can inexpensively
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assess its own market by first review-
ing its medical records for the past 2
years: identify by zip codes and diag-
nosis where their patients live and the
types of patients they have served. A
review can reveal if the facility has not
been drawing referrals from certain zip
codes within its service area. One
method would be to conduct a com-
munity focus group at the facility. Ei-
ther a structured or a nonstructured
approach can be used. A questionnaire
should ask the members of the focus
group what they know about the fa-
cility, what they think the community
needs in terms of programs and health
care services, and any suggestions they
have for the facility.

Patient satisfaction surveys help to
plan for marketing strategies. Pub-
lished data concerning market trends
can be purchased from firms that spe-
cialize in market data. Another source
would be the State Hospital Associa-
tion’s report on utilization of services
in the acute care setting. Information
contained in this report includes data
on types of patients that have been dis-
charged and if these patients were dis-
charged to a skilled nursing facility or
home health care. Data on payor mix
also are available.

Financial forecasting should review
the previous 3 years’ performance in
the areas of patient care revenues, an-
cillary net profits, total expenses, la-
bor expenses, net operating income,
margins, census and payor mix. These
results would form the basis of the fi-
nancial budget for current operations
and projected business plans. In some
organizations, unrealistic budgeted fi-
nancial revenues have created tremen-

dous problems in terms of inability to
break even or generate profits.

Information technology

In the past 2 years, many subacute care
providers have acquired software for
clinical outcomes measurements to at-
tract managed care business. Some of
the large for-profit long-term-care
providers have developed and imple-
mented an information system to sup-
port their operations.

The issues that subacute care pro-
viders must grapple with in terms of
information technology include mod-
eling, process and cost/benefits. When
asked to assist an integrated delivery
system of 14 hospitals and 2,000 physi-
cians to prepare for managed care, Bill
Dolton, the chief information officer
of Promina Health System of Atlanta,
said, “How difficult is it to build a road
if you don’t know where you are go-
ing? If you're going to run your busi-
ness effectively, without a lot of trial
and error, a strong business model has
to come first. It costs too much to do
it any other way”! Providers tend to
describe their information processing
needs and then look at the available
software applications. Promina devel-
oped a business model and then pat-
terned its information architecture on
this model.

In business modeling, the subacute
care provider must first identify what
it is currently doing and what it plans
to do in the future (visioning). The
model then should reflect, at the min-
imum, four major components of the
business model: the provider network,
sales and marketing, finance and pa-
tient care delivery.

The provider network includes the
pavyors of services that the facility cur-
rently has and those that they will likely
do business with in the future. The
subacute care provider needs to antic-
ipate what these provider networks
will require, including credentialing,
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patient satisfaction survey reports, uti-
lization and clinical outcomes reports.

In sales and marketing, customer
profiles need to be defined. For in-
stance, if there is predominance of car-
diac disease as a diagnosis, then a for-
malized cardiac program may need
to be developed and implemented.
Automatic notices for follow-up care
from a computer-generated program
strengthen a facility’s marketing and
sales strategies for diversification of
services.

The financial model should include
cost accounting, productivity tracking,
benchmarking, trending, account re-
ceivable management, resource utiliza-
tion and profitability as well as exter-
nal reporting. Knowing the costs of
services cannot be overemphasized.
Equally important is the management
of accounts receivable.

The patient care delivery system
should include care maps/critical path-
ways, quality management and utiliza-
tion management, disease manage-
ment, health assessment and wellness/
prevention/health promotion as well

The
Right

Course
For Your
Career

Sentara
Health

System

as external reports capabilities. These
areas constitute the backbone of a sys-
tem. Managed care organizations soon
will require proof of quality outcomes
generated by information systems as a
means of market differentiation for
contracting purposes.

Information technology that sup-
ports the business model entails a team
representing management and the sys-
tem’s end users. Issues that should be
addressed include the project’s re-
sponsibilities, accountabilities, legal
and security issues, core financial is-
sues and the system’s clinical function.

The costs and benefits of the busi-
ness model and the subsequent infor-
mation technology must be deter-
mined up front. The benefits are not
readily discernable since it would take
some years before the return on in-
vestment can be realized. Thus, many
subacute care providers are at times
hesitant to embark on such a project.
In today’s market, however, it is no
longer a matter of “wait and see”; it is
now a “do it or die” phenomenon. If
the subacute care provider is not fi-
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nancially positioned to invest in a ma-
jor information technology project,
then a personal computer (PC) and the
Internet may be the “baby steps” to
take. A subacute care provider can cre-
ate its own Web site to market its busi-
ness as well as provide education pro-
grams for its customers.

Human resources

Consistency in delivering high quality,
cost-effective services ensures quality
clinical outcomes. With a high turn-
over rate, this consistency is grossly
undermined. It is imperative that the
subacute care provider deals with hu-
man resource management with the
same vigor and energy as it does with
its financial model. After all, employ-
ees who share the provider’s vision
and mission promote long-term via-
bility and reasonable profitability for
the subacute care program. 2 4
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