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33  BBeeccoommiinngg  aa  TTrruuee  PPrrooffeessssiioonnaall  
MMaannaaggeerr  ––  KKnnoowwiinngg  tthhee  BBuussiinneessss!!  
 

Most Managers are Not Really Professional 
Managers 
 
We are not trying to be condescending, but we can prove this with a single question, “What is 
the median cost of Medications on an NPR% basis in this country?” Go ask any of your Clinical 
Managers at random. Go do this now.  I will wait…. (Pause) 
  
OK! Did your Clinical Manager know this BASIC bit of information? If they did get it right, was 
there an uncertainty in their response? Perhaps a slight hesitation?  Did you know the answer 
to this question yourself? This is telling… 
 
Here is my point: 
 

If Managers don’t know the answer of this 
BASIC/FUNDMENTAL question, HOW in the 

world can you expect them to manage 
costs or have even the SLIGHTEST claim of 

being a professional Manager? 
 
The truth is that most people who like to think of themselves as professional often don’t really 
know as much about their business or profession as they should. This is one of the reasons 
why we have so many poor and not even “average” Managers. There is a knowledge/training 
deficit (as well as an integrity deficit to manage resources well).  As a CEO, you are the 
primary Teacher. You model the performance and behaviors that you get. You replicate 
yourself in everyone you lead. Your quality and financial results are the evidence of how well 



TThhee  EExxttrraaoorrddiinnaarryy  CClliinniiccaall  MMaannaaggeerr      
 

________________________________________________________________ 
Multi-View Incorporated Systems 

PO Box 2327 
Hendersonville, NC  28793 

828-698-5885 or multiviewinc.com 
 

©Copyright 2017 Multi-View Incorporated Systems:  1st Edition                                                                                                                                                    Page 62 of 328 

 

 

you manage. So what are you replicating? Is it good, bad, mediocre or excellent performance 
(as compared to our movement)? 
 
Do you really (and I mean really) know what it means to be a great Manager? As I said, your 
quality and financial numbers and scores are your proof of your expertise in management. And 
be assured, you are doing the best job you can…you are performing at the level of quality and 
profit you know how to do at this point in your life. And if you are not, then you should be fired! 
A professional Manager has perspective. Enough perspective that you can go to ANY 
organization and 
 

 Know exactly what to ask for, 
 Know how the measurements are calculated, 
 And be able to render a “professional” judgment without any “trend” or other analysis! 

Right then and there, you should be able to look at the data and say “Good, Bad or 
Mediocre” and it would be the reality because you KNOW!  

 
That is a professional! Now where do you get this “business perspective” that helps make you 
a professional? From BENCHMARKING!!! Benchmarking gives you this professional 
perspective! And the cool thing about it is that it doesn’t take that long! A few hours of 
concentration will elevate a Manager’s professional knowledge by magnitudes! I expect ALL 
Managers to know the major business measurements by heart….and I verify that they do!  
 
Here is one of many real-life illustrations of the power of perspective: A new CFO came to the 
CFO Program. The person learned in a couple of days what things cost at a typical 
organization as well as the level at which the 90th percentile perform. The person went back 
with this knowledge and realized that the organization they were working at had horrendous 
costs problems with losses around 20%. WITH this professional perspective, they almost 
erased this deficit in 9 months and are now moving towards the profit numbers we suggest. 
Why this turnaround? This ONE person had the INTELLIGENCE to understand “perspective” 
as well as what was possible and made practice changes! There is a “humility factor” in this 
turnaround as well. I have found that extreme profitability involves extreme humility as one has 
to surrender ego positions for the “best known” practices from “wherever” they may come. 
Then one must have the INTEGRITY to act. Most Managers will not do this. If they did, our 
movement’s numbers would be much better…  
 
The CEO’s and any Manager’s JOB is (1) to train and develop the people they lead, (2) to cast 
a captivating vision to unite a team and (3) to allocate resources to maximize benefit or ROI. 
All Managers are hired with the basic assumption that they can manage costs. A Manager is 
being PAID to allocate and direct resources. If you hire Managers to manage costs, then why 
don’t they get better results? Why do Organizations actually struggle financially? Much of this 
comes from lack of Self-Control. 
 

It takes no special talent to spend money or eat all your nuts… 
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A Manager’s job is to perform a function at a cost level that is within an organization’s Model. 
That is, within the cost constraints of the resources allotted to that function. That is it!!! So my 
counsel is, “Become a real student of the business and of your profession!” Learn all you can 
about it! Be interested in being a top Manager! Be a true PROFESSIONAL Manager and 
achieve quality and profit levels far beyond what is typical! This is your “evidence” that you are 
a great Manager! The numbers don’t lie…they really don’t… Spend some time with your 
Benchmarking and contemplate what you can do to create better Managers. MVI can help with 
this greatly. But know that this always starts with the CEO… 
 

The Absolute Necessity of Benchmarking 
 
Benchmarking is the ONLY means by which a Hospice Manager can move from the ranks of 
the amateur to the ranks of the professional. As the CEO (not the CFO), it is YOUR job to 
develop top Managers. Benchmarking is one of your most critical tools to develop professional 
Managers.  
 
A True Professional Manager in any field would be expected to:  
 

1. Know “what” measurements are valuable when managing. 
2. Know “how” the measurements are calculated.  
3. AND can render a professional judgement, right then and there (with no “trend” 

analysis) regarding whether the performance is good, bad, mediocre or extraordinary. 
 
This last point involves the absolute importance of Benchmarking, for unless a Manager knows 
the averages or medians (50th percentile) as well as the upper (90th) and lower (10th) 
performance of the important categories of cost for an industry (movement), he or she has NO 
claim to being a professional Manager. This applies to any professional field. A professional 
has perspective!!!! Perspective of not only of a few entities, but hundreds! And where do you 
get this perspective? Benchmarking! And the “relief” that you should get is that there are NOT 
that many measurements in Hospice and with only a few hours of commitment, a person can 
learn virtually ALL of the important measurements of cost for management. However, this 
professional perspective is only the beginning. How to manage to beyond “average” will 
involve gaining knowledge of the practices of the elite of the industry or innovating practices 
and then DOING THEM! This takes intelligence, energy and courage (Integrity).  
 
A True Professional Manager gets clinical operations as well as the financial domain…and can 
balance both. Without benchmarking, a Leader is operating in a void regarding the trends and 
current reality of our Hospice movement.  Benchmarking is the ONLY way to become an 
outlier as one needs to be conscious of what the 90th percentile is in order to know what is 
possible.  
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Benchmarking is really just an external reference. We need external references. Though some 
say “we only compete with ourselves” and this may be true to a certain extent. However, the 
fact is that organizations that do not pay attention to the outside world ultimately get smashed. 
Inevitably complacency and laxness creep into organizations that become insulated and 
isolated.  
 
The MVI Benchmarking System provides for easy installation, uploading and comparison of a 
Hospice’s performance with the 50th, 10th and 90th percentiles denoted. A Hospice’s percentile 
ranking is displayed for every data point. If the CFO doesn’t “get benchmarking” - this MOST 
important measurement system - I would seriously question his or her judgment. The person 
probably suffers from insecurities and is not fit for the position. Remove them from your 
Hospice as soon as practical.  
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Your Financials are your Most Important 
Measurement 
 
The brute reality for any business organization is the expression, “No Money, No Mission.” It is 
true. One does not really understand this until the day one watches a Hospice close its doors 
and become assimilated by the Borg Hospice. The dreams of compassionate care at one of 
the greatest transitional periods in life are lost as the Hospice becomes another cog in the 
wheel with little-to-no voice in its future. This is why, when setting up a new Hospice platform, 
the first system we implement is the financial system. Note however that the financial system 
is not the most important system! You People Development System should be #1! 
 
There are two numbers/measurements I want to emphasize:  
 

14% and 6-9 Months 
 
[14% - The amount of Net Hospice Homecare Operational Income] 
[6-9 Months – The amount of cash or near-cash your Hospice will need to withstand the intentional financial constipation of regulatory 
scrutiny…the remedy for thinning out the number of Hospices in our country.] 

 
Benchmarking gives you powerful perspective…so that you can always judge your Hospice’s 
performance in relation to the rest of the Hospice world. It also elevates amateur Hospice 
Managers to the ranks of professionals in the business dimension quickly, as they can easily 
point out areas of excellence as well as areas that need work. 
 
 NOTE: We highly recommend providing a copy of the Executive Dashboard, Hospice%Rev 
and the Indirect Analysis reports to your Management team on a monthly basis using an 
unfiltered selection criteria. Measure yourself against ALL Hospices in the database first. 
THEN use the filters such as ADC, region of the country, tax status, patient-management 
system and other filter criteria for secondary information and to answer specific questions. You 
want your Managers to be able to speak from a confident “national” perspective and 
understand your proprietary Model. If significant deviations exist in specific areas from the 50 th 
percentile, Managers and ideally all staff should understand why and how your Hospice 
achieves these results. At this point, you truly know your Hospice is working within the Model 
approach. We have found that Hospices that provide their Managers with “filtered” data (like 
only NFP or Hospices of a certain size) “dumb down” their teams. You want your team to have 
a true national perspective so they can be professionals and not amateurs.  
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A Fat Bank Account is the Most Convincing 
Evidence of Profitability 
 
The most revealing and convincing evidence of profitability via excellent management is an 
organization’s bank account. It is objective feedback regarding the success of the 
Management approaches to the external world. A fat bank account is convincing and tangible 
evidence of financial success. Many CEOs will puff up when current operations are profitable. 
This is certainly a “start,” but it is not proven over the long-term unless the cash or near-cash 
reserve level is over 6-9 months. A currently-attainable, high margin may simply be the result 
of working short from a surge in census. It may be something your organization has 
deliberately or non-deliberately done. The question is “Can you keep doing this over the long-
haul?” Cash in the bank from operations is based on past performance…a great indicator of 
future performance.  
 
Why is money in the bank important? Money is needed for organizational survival and mission 
fulfillment. It represents capability and success. Having it demonstrates competent 
Management. It indicates profitability over time. Anyone can slash costs in the short-run to 
achieve high margins. However, quality and keeping promises is what creates long-term 
referral sources and profitability. The bank account tells an organization’s money story over the 
years.  
 

Gaining Confidence Through Knowing Your 
Numbers   
 
Knowing your numbers gives you confidence.  I get uneasy when I don’t know the numbers.  
And when you know your numbers, it spills into everything you do.  
 
The first thing we need is a desire to know the numbers. The point is this: you have an 
INTEREST in knowing the numbers and to be a better Leader.  This is the starting place and 
with that desire, you will certainly achieve it! 
 
Many people with clinician backgrounds have fear about the numbers.  Somehow they feel that 
“number land” isn’t their thing.  Let’s blow that myth away.  People with a clinical background 
can do it with the best of them! 
 
Once you know your numbers, you can begin to operate within a model.  You will take pride in 
achieving great numbers and it will become a tradition and mindset at your Hospice.  You will 
always know if you are “in” or “out” of the model. 
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Getting Comfortable with Measurements and Quantification 
 
Measurement helps a Hospice develop behaviors that support its direction.  Here I’m talking 
about the behaviors of people that translate into the behavior of the organization. The better a 
Hospice aligns the measurement of meaningful indicators with accepted behavior, the quicker 
it will achieve its goals.  The old saying, “what gets measured gets done,” is true. The more 
frequently we measure our performance, the better we can adjust our course towards 
improvement.  
 
Many Hospice Managers feel the idea of “numbers” and measurements don’t align with the 
goals and ideals of Hospice.  Somewhere along the line, the idea of measurement was not 
explained well to these Managers. Measurement and quantification are simply indicators of the 
care that we provide.  The next time you hear an ill-informed clinician or Hospice worker say, 
“You’re just focusing on the numbers,” reply, “That is not true.  I am intensely 
passionate about the care that we are providing and am interested in the numbers 
because they tell me how we are doing.”  
 
MVI has been tracking Hospice performance for more than a decade.  The one fact that is 
inescapable is this: 
 

Hospices that measure dramatically outperform those that 
don’t. 

 
For example, Hospices that are very quantified always have the highest productivity, the 
highest Net Income, the lowest costs, the least compliance problems, etc.   Let me take it a bit 
further.  We analyzed the Hospices that submit data to the MVI Benchmarking System the 
most often and found that those Hospices that submit data most frequently ARE THE BEST in 
terms of financial performance…no question.  Why?  They are interested in the numbers and 
measurement.  Measurement means something to them. 
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Here are some things to keep in mind regarding measurement and quantification. The main 
idea is this: 
 

All measurements are 
flawed, so MEASURE 

ANYWAY!!! 
    

 All measurement is flawed.  All accounting contains mistakes and 
misclassifications.  All measures of time are different.  The value of money changes 
by the second. Consider how you calculate your age!  The temperature changes 
constantly. Most counting of large qualities is not 100% accurate.  Accept that all 
measurement is flawed and do not reject measures and data just because you 
perceive a degree of inaccuracy or flaw.  Measure the best you can with what you 
have NOW.  In most situations, a frequent measurement of flawed data will still yield 
meaningful and useful perspective of performance.  Chances are that your frequent 
measurements will be “consistently” flawed which makes it comparable.   By all 
means, seek to improve data collection and processing efforts to increase accuracy.  
But NEVER stop measuring important things just because the data has flaws.    

 Measure what is important.  It is not important that we measure everything.  It is 
important that we measure the things that truly help us get to World-Class.  Our 
computerized systems can give us so much information that we can be 
overwhelmed. Being overwhelmed distracts us and diminishes our FOCUS.  Laser 
beam focus is what we need regarding the important things.  We don’t need more 
distractions.  We want to be able to put our limited energy into the things that will 
really have impact. So what is really important? What should we measure? 

 Measurement tells us that “we” are important.  Believe it or not, people want to 
be measured. Individuals WANT to know on a frequent basis how well they are 
doing.  They even want to be able to access their measures themselves if possible.  
To NOT be measured gives people a sense of insignificance and can create apathy.  
If a Hospice wants to create a more satisfying work environment, give everyone the 
chance to be measured.   

 Measurement communicates to the organization what is important.  This point 
is too often overlooked. If something is being monitored, especially with an 
expectation attached, people within the organization tend to make special effort to 
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conform or reach the measurement.  Measurements provide very clear messages 
regarding what is important.   

 Give people their scores.  Don’t hide individual or group scores.  Make them 
available so that everyone can see what is happening.  You want EVERYBODY to 
be interested in what we are trying to do and how we are doing.  This could be team 
productivity, compliance, the financial model, etc. 

 Post the scores.  This is about making the quantified performance public.  There is 
no hidden agenda at our Hospice.  Posting measurement puts everyone on the 
same page. 

 When clear goals are combined with consistent measurement and aligned 
behaviors, results will come. 

 Give people measurements as often as possible. Some people want to “shoot” 
the data saying that it is not “accurate” enough or “reliable” enough.  This is a cop-
out. (a weenie-ism?) All measurement and quantification has its flaws.  
Measurement is a tool to help us positively change behavior.  If data is measured 
frequently it becomes valid and reliable. If things are measured frequently, trends 
are created that are meaningful.   

 The more we measure significant elements of our Hospice, the more we’ll 
know about our progress 

 

All quantification and measurement is flawed in some way, 
but as long as we are measuring important elements, we 

have something that can tell us how we are doing.  So 
measure with the best you have! 

 
All numerical elements have measures of central tendency 
(average/mean, median or mode). These are usually quite 

beneficial when creating Model Standard. 
 

NEVER expect perfection when creating the Model and 
delay its implementation. Get the best numbers you can 

and start using them…remind people that all 
measurements are flawed. 
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No Budgets!           
 
One of the most noticeable “shifts” an organization will experience when implementing the 
Model is the absence of traditional budgets. Within a true Model system, the organization does 
not use a budget for management. Rather, the organization operates based on a dynamic and 
flexible system that allows an organization to critically evaluate past performance as well as 
forecast the future.  
 
The absence of traditional budgets is a big mindset change for many Organizations, CEOs, 
Boards of Directors and especially CFOs. Many Organizations will not be able to completely 
move to an operational world without budgets for several years. This is the direction that we 
encourage. Also, we realize that the “outside world” and many traditional Board members will 
still want “budgets.”  The Model system can produce a traditional static budget as needed to 
appease adamant individuals. The Model can also satisfy other entities such as banks, 
governmental & regulatory organizations, related organizations, etc.  The budget will be based 
on the current Model projected into the future.  
 
There are many reasons why the modern and progressive organization will not use the 
traditional static budget.  

 
 Almost Instantly Outdated – Static Budgets often lose their comparative value with 

fluctuations in patient volume. Any increase or decrease in census will cause material 
overage or underage in census-sensitive areas. Often the budget will have to be 
“revised.” Also, static budgets are normally all but ignored by the end of the year! All 
focus is on “next year’s budget.”  

 A Waste of Time – Most Organizations spend tremendous time (months) creating the 
budget. It is truly one of the most wasteful uses of resources and energy in most 
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Organizations. A budget is usually outdated within the first months unless census 
approximates the budget (as mentioned above). 

 The Idea of Budgets is Negative – Budgets do not excite people. They are not 
motivating. They are the opposite. Budgets are limiting, truncating, and stiff.  The term 
budget doesn’t stir the imagination nor does it garner much enthusiasm or cheers. A 
“Model”, or whatever term you want to substitute, is alive and flexible. A new name also 
accommodates the best ideas.  

 Budgets Offer Little Comparability or Perspective – Traditional budgets are difficult 
to compare to other similar organizations. Few aspects of budgets lend themselves to 
comparison to gain the much needed perspective that separates true professionals from 
amateur Managers.  

 
When we contrast the Model with traditional budgets, the choice is obvious:    
 

 The Model is always based on Current Census – The Model automatically adjusts 
every category based on Net Patient Revenue (NPR) which is derived from census. 
You are always comparing “apples to apples” with the Model approach. In accounting, 
you have two types of variances, volume variances and efficiency variances. The 
Model eliminates the volume (census) variance and all that remains is the efficiency 
variance. With a traditional budget, these two variances are “combined” making 
decisions drastically more difficult.   

 The Model Establishes Standards - The Model forces an organization to establish 
financial and operational Standards.  Areas include: caseloads, weekly visits, visit 
durations, costs parameters, etc. These Standards apply regardless of fluctuations of 
patient volume! 

 Transparency – The Model based on NPR creates the immediate transparency that so 
many organizations seek. Percentages are widely understood by most people. 
Because the Model uses percentages as the common unit of financial measurement for 
all areas, anyone that is familiar with the Model amounts could easily evaluate the 
performance of any department or area. This would mean that if the Model were taught 
throughout a Organization, ANYONE, from staff member to Board of Director to 
volunteer, could judge financial performance.   

 Comparability – Because the Model is constructed on a Percentage of Net Patient 
Revenue basis, a common unit of measurement, results are easily comparable to other 
Organizations. In fact, each line item is comparable so an organization is not even 
limited to comparing grand totals or broad categories. Again, perspective and insight 
into the overall Hospice or Homecare world separates the professional from the 
amateur Manager. 

 Once Established, the Model takes Little Time to Maintain – The Model is a 
perpetual system. It continues to be used indefinitely until the decision to change it is 
made. There is no need for months of effort to create something new. A Model can be 
changed in minutes, if needed.   

 The Model is Flexible – If the Model needs to be changed it can be altered in minutes 
to accommodate the new direction. It is not the alteration of the Model, mechanically, 
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that is time consuming. It is the “what” and “how much” questions that require much 
mental work. However, this is exactly where we should be spending our time, thinking 
of improvements rather than thinking about the mechanics of measurement.  

 The Model is More Easily Understood – People “get” the Model concept. It is that 
simple! They understand easily that the “pieces must work together” by the mere 
mention of the word Model.  

 The Model Still has Static Goals – A well-developed Model will have static or 
established goals. These are similar to the goals in the traditional budget in that 
normally annual goals are created. The Model establishes goals as well. However, the 
goals or targets pertain to things like ADC, Model %s, productivity measurement, etc.  It 
does not pertain to static dollar amounts for each area of the Organization. Also, we 
recommend the use of the term “goal” rather than “target” or another term. Goal has a 
less negative connotation.   

 The Model can produce a Traditional Budget when one is Needed – Need a budget 
report for the United Way or the Board of Directors that does not understand a Model 
approach? The Model System can produce an annual budget in minutes as the current 
Standards are projected into the next twelve months. These amounts can be uploaded 
via F9 into your accounting system to produce a traditional budget report. 

 The Model becomes a Forecasting Tool – Relating to the point noted above, the 
Model can be used as a forecasting tool. An organization can change the Standards in 
the Model and project operational performance into the future. The Model becomes a 
decision support tool.  

 
We are completely biased regarding the use of the Model over traditional budgeting. It is a “no-
brainer” in our opinion. It is the way of the modern Organization. 
 

 
 
 

MVI INSIGHT:  
 

Transparency – The Model based on NPR creates the immediate transparency 
that so many organizations seek. Percentages are widely understood by most 
people. Because the Model uses percentages as the common unit of financial 
measurement for all areas, anyone that is familiar with the Model amounts could 
easily evaluate the performance of any department or area.   
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The Business of Hospice 

Definitions & Terms 
 
Here are some definitions that MUST be mastered to understand the business of Hospice: 
 

 Net Patient Revenue – Revenue earned for the provision of services to patients from 
sources such as Medicare, Medicaid, Commercial Insurance and Private Pay. It is less 
contractual allowances and bad debt.  It does NOT include pass-through income such 
as: Nursing Home Room & Board, Contracted IP, Contracted Respite or Consulting 
Physician Services.  It also DOES NOT include Community Support or Fundraising. It is 
very important that you have a clear understanding of this term because most 
comparison data is based on a percentage of Net Patient Revenue. 

 Direct Labor - Labor expense that is directly involved with the provision of care such as 
RNs, LPNs, CNAs, SWs, Chaplains and visiting physicians. It does NOT include 
supervisors or Managers even if they perform occasional visits. Bereavement, 
Volunteer, Triage, Admissions and On-Call areas are also considered Direct Labor.  
The staff of these areas provides direct care.  All other labor costs are considered 
Indirect Labor. 

 Patient-Related Costs – Costs such as Medications, Medical Supplies, Therapies, 
DME, etc.  Sometimes they are referred to as Ancillary Costs.  Other Patient-Related 
costs are: Ambulance, Bio-Hazardous Waste, Clinical Mobile Phones, Clinical Pagers, 
Lab, Outpatient, Mileage, etc. 

 Indirect Costs – Are all costs other than Direct Labor and Patient-Related costs.  There 
are also 3 sub-categories of Indirect Costs: 

o Indirect Labor – All labor that is NOT Direct Labor: the CEO, CFO, Clinical 
Managers, Medical Director, QI, Education, Medical Records, HR, Finance, IT, 
Housekeeping, Maintenance, etc. 

o Facility-Related – Costs related to your building or structure from which your 
organization coordinates or provides services.  It includes: Rent, Utilities, Building 
Maintenance, Building Depreciation, Property Taxes, Building Loan Interest, etc.   

o Operating Expense – This category of Indirect Costs includes all costs that are 
not Facility-Related or Indirect Labor.  These costs would include: Answering 
Service, Bank Service Changes, Audit Costs, Office Supplies, Printing, Postage, 
Telephone, Marketing Supplies, Continuing Education, Dues & Subscriptions, 
Computer Support, Computer Expense, etc.  

 Contribution Margin – The amount a team or business unit is “contributing” to Indirect 
Costs and Profit.  It is the segment’s Direct Revenue less Direct or Traceable expenses.  
A Hospice homecare team needs to be providing a 40% Contribution. 

 Development – The area that is responsible for garnering Community Support.  This 
would include: Fundraising, Contributions, Memorials, etc. A Development Department 
has both revenue and expense.  Both revenue and expense for Development is 
segregated from all other segments in our analysis of Hospice business.   
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The Use of Net Patient Revenue (NPR) 
 
MVI encourages the use of Percentages of Net Patient Revenue rather than Patient-Day costs 
for Hospice financial measurement. This deviates from traditional Hospice practice and the 
explanation will follow.    
 

An Example of How to Compute Net Patient Revenue Measurement  

 

 
 
 
Why should a Hospice use Percentages of Net Patient Revenue rather than Patient-Day costs 
for Hospice financial measurement? 
 

• Comparability – Percentages are comparable with other Hospice programs to help us 
gain perspective (The difference between Professional versus Amateur Hospice 
Leader).  Patient-Day amounts are OK for a few areas, like Patient-Related. They fall 
apart when comparing differing areas of the country, especially anything that relates to 
salaries and wages. Salaries and wages can vary widely throughout the country. These 
differences, however, are often off-set by reimbursement that takes these labor factors 
into account such as CBSA codes for Medicare. Thus, the Percentages of Net Patient 
Revenue would be more similar while Patient-Day amounts would vary greatly.      

• Creation of a Model – Percentages are better suited for the creation of a Model.  
Percentages are “scaleable,” meaning they can be used by any size of Hospice. In 
addition, when rate changes occur, percentages easily translate to operational 
measures.   

• People Understand Percentages – Most people can conceptualize percentages pretty 
well. If everyone knows that the pie is 90% (10% set aside for profit), they can 
understand that if something is increased something else has to decrease.   

 

Medication costs are $25,000 for the month.  Net Patient Revenue is $300,000. 
 
To compute Medication costs as a Percentage of Net Patient Revenue, you would divide 
$25,000 by $300,000.   
 

$25,000 divided by $300,000 = .083 (rounded) 
 
Convert .083 to a percentage (multiply by 100) and you get 8.3%. 
 
Medication costs in this example are 8.3% of Net Patient Revenue. 
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We are not saying that Patient-Day measurement is wrong or that it should not be used. It 
works very well with Patient-Related costs. However, recognize its short-comings whenever 
there is a labor component. 
 

Classifying Costs 
 

 Classification 
Item 

Patient 
Revenue 

Direct 
Labor 

Patient-
Related 

Pass-
Through 
Revenue 

Pass-
Through 
Expense 

Indirect 
Labor 

Operational 
Expense 

Facility-
Related 

Other 
Program 

Dev 

 Example:  
Medicaid Routine 
Revenue 

X          

1. RN Salaries  X         
2. CNA Salaries  X         
3. Medications   X        
4. DME   X        
5. Therapies   X        
6. Medicare Routine 

Revenue 
X          

7. Medicaid Room 
& Board 
Revenue 

   X       

8. Contracted 
Medicare IP 
Revenue 

   X       

9. CEO      X     
10. Finance Salaries      X     
11. Rent        X   
12. Development 

Salaries 
         X 

13. Pediatrics 
Salaries 

        X  

14. Admissions  X         
15. Director of 

Nursing 
     X     

16. Medical Director 
(oversight 
function) 

     X     

17. Physician 
(performs visits) 

 X         

18. Office Supplies       X    
19. HR      X     
20. Clinical Team 

Leader 
     X     

21. Computer 
Expense 

      X    

22. Telephone       X    
23. Continuing 

Education 
      X    
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 Classification 
Item 

Patient 
Revenue 

Direct 
Labor 

Patient-
Related 

Pass-
Through 
Revenue 

Pass-
Through 
Expense 

Indirect 
Labor 

Operational 
Expense 

Facility-
Related 

Other 
Program 

Dev 

24. Education 
Salaries 

     X     

25. QI/PI/Compliance      X     
26. Utilities        X   
27. Nursing Home 

Room & Board 
Expense 

    X      

28. Community 
Bereavement 

        X  

 
 

Classifications in the MVI Benchmarking System 
 
When using the MVI Benchmarking Systems for management and gaining perspective, it is 
important to have an understanding of “what” is grouped “where.”  This knowledge helps a 
person identify problems and helps in the interpretation of the information.  The information 
contained in this manual contains the classifications used by MVI for Benchmarking and other 
reporting. If you are using the MVI Benchmarking Systems and need further classification 
breakdown, please contact our Benchmarking office at 772-569-9811. 
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Understanding Hospice Measurements, Key 
Concepts & Definitions 
 
 Patient Days = ADC multiplied by the number of days in the period.  OR the 

aggregate number of days patients were on Hospice services for a period of time.  
Patient-Days are the most common Hospice financial measurements. They are relatively 
easy to compute and are accepted in other forms of healthcare such as hospitals and 
nursing homes. Patient-Day measurements are inferior to Percentage of Net Patient 
Revenue. 

 
 ADC or Average Daily Census = Total patient days in a period/number of period 

days.  This is the Standard measurement of Hospice size. 
 
 FTE or Full-Time Equivalent = Working hours in a period/the number of FTE hours. 

Normally, the number of annual hours used to compute an FTE is 2080. On a monthly 
basis, the average is 173 hours. On a weekly basis, it is normally 40 hours. If an employee 
worked 1040 hours, they would be considered half an FTE or 0.5. An FTE of 1.0 means 
that the person is equivalent to a full-time worker, while an FTE of 0.5 signals that the 
worker is only half-time.  

 
 Average Length of Stay (Terminated Patients) = Total patient-days for terminated 

patients/The number of terminated patients.  Average Length of Stay (ALOS), like most 
measurements, has its flaws.   ALOS should be looked at suspiciously.  First, does the 
measurement number include the Inpatient Unit?  This will skew overall Hospice numbers 
downward.  Also, low ALOS in the Inpatient Unit isn’t a bad thing.  You want EVERY patient 
- whether they live one minute or one hour for CAP purposes.  However, you want Hospice 
Homecare ALOS as high as possible without exceeding CAP.  Second, ALOS, as most 
Hospices compute it, only counts terminated patients via death or discharge.  Therefore, 
some patients will NEVER be included in the calculation!  It can be a dangerous 
measurement to rely on and it has misguided many Hospices into millions of dollars in CAP 
paybacks. 

 
 Median Length of Stay (Living Patients) - This measurement has importance when CAP 

is a factor.  It provides a truer picture of the overall mix of patients.  It is NOT in the 
Standard reporting of most patient management systems. The best way to obtain this 
measurement is via an export of a list of your current patients on census with each patient’s 
respective SOC (Start-of-Care) date into Excel. Subtract the current date (today) from the 
SOC date in a separate column. Then use Excel’s =Median(cell range) formula to calculate 
your Median LOS.   

 
 Average Visits Per Patient, Per Week = Total number of visits during a week by 

clinician divided by the number of patients served by the clinician. This computation 
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combines visits and caseloads into a single management measure as it provides an 
objective basis to evaluate the number of personal contacts a clinician is providing. This 
measure should be used in conjunction with the Weekly Visit Report, which lists all visits for 
a week sorted by clinician. The Weekly Visit Report would indicate if unnecessary visits are 
being performed for the purpose of meeting visit Standards.      

  
 Number of Visits Per Week – This is the count of the number of visits per clinician per 

week (see the chart for goals). This practice provides a sense of respect for the 
professionalism for each discipline and allows clinicians to “take as long as needed to do a 
World-Class visit.”  However, it also should be stressed that the minimum expectation is the 
minimum. If the minimum is 20 visits a week for an RN, then 19 is not acceptable on a 
routine basis.  

 
 Number of Admissions Per Week – This is the count of the number of admissions per 

Marketing FTE per week. Weekly measurement has become the Best Practice for 
monitoring effectiveness. All admissions (not referrals) from the assigned “paper routes,” 
accounts, or territories are credited to the Marketing person.  A top Hospice marketer will 
produce 8-12 admissions per week from their assigned territories or accounts. 5 is 
considered a minimum.  

 
 Number of Visits by Discipline per 8-Hour Day = Total number of visits/(Total time 

worked/8).  This is the best way to judge clinical productivity on a daily basis, in our 
opinion, as it converts all time worked into an 8-hour day. The focus should be on WEEKLY 
visits. However, to determine what is needed on a weekly basis, a daily amount is often 
needed. Avoid communicating productivity in daily terms.    

 
 Visit-Hours by Discipline per 8-Hour Day = Total number of visit-hours/(Total time 

worked/8).   This measurement provides the best measurement of visit-hours of clinical 
staff. This measurement helps productivity and is critical if a Hospice wants to understand 
costs by patient, diagnosis, payer, referral source, physician, clinician, etc.  

 
 Computed Caseloads = ADC/(Salaries/Average Hourly Rate/FTE Hours) NOTE: Normally an 

FTE is 2080 hours annually or approximately 173 per month.  Salaries would be for a specific discipline such as RNs, CNAs, SW, etc.  
This measurement cuts through “perceived” or reported caseloads which tend to be 
exaggerated by 2 to 3 on average.   It provides a “real” caseload per FTE.  

 
 Days in Accounts Receivable = Accounts Receivable/Annual Revenue X 365 or 

Period Days/AR Turnover Rate which is Net Patient Revenue divided by Patient 
Accounts Receivable.  This is a measure that most Managers and Managers should be at 
least familiar with.  It provides the average number of days it takes to collect a bill. 

 Facility Mix = Total number of patients in nursing homes and assisted living 
communities/Total number of Hospice patients.  This is a key measurement that can 
have a huge bearing on a Hospice’s profitability. It measures the percentage of patients 
residing in nursing homes and assisted living communities. 
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 Patient Mix over 365 Days = Number of patients that have been on Hospice service 

for more than a year/Total number of patients.  An often overlooked measure that is vital 
to financial success.  An adequate number of patients must live for extended periods of 
time to offset short-living patients.  

 
 Revenue Per Payroll Dollar = Net Patient Revenue/Total Payroll Dollars.  Since payroll 

is the primary key to mastery of Hospice finance, then the relationship between revenue 
and payroll costs is significant.  

 
 Death Service Percentage  = Total Program Deaths/Total Deaths in Service Area.   

This is the true indicator of Hospice penetration.  
 
 Admission/Inquiry Percentage = Total Number of Admissions/Total Number of 

Inquiries.  Notice this is NOT Referral/Admissions.  Many Hospices live in the world of 
excuse and “sanitize” their conversion numbers. All inquiries should be counted.  

 
 Same Day Visit Percentage = Total number of admission or informational visits in a 

day/Total number of Inquiries in that same day.   This is an important measurement that 
provides some indication of the ability to “sell” services.  The goal of Intake is to get same 
day visits. 

 
 Pass-Through - A Pass-Through is where the Hospice bills on behalf of another entity that 

cannot bill for itself, due to government regulations.  The Hospice then reimburses the 
contracted entity (hospital, nursing home, consulting physician) based on the contract 
between them. There are 4 major types of Pass-Throughs. They are:  

 
o Nursing Home Room & Board 
o General Inpatient in Contracted Hospitals 
o Consulting Physician Services. 
o Respite Care in Contracted Facilities 

 
What is the best practice discovered for treating Pass-Throughs and why?  
 
Pass-Throughs are controlled by grouping them in the Patient-Related section of the Chart of 
Accounts.  An account is created for each Pass-Through revenue and expense so they can be 
analyzed for specific problems. The “net” amount is displayed on the Statement of Income and 
should be mathematically explainable.  If Pass-Through revenue is used in calculation of Net 
Patient Revenue, it has historically caused Hospices to falsely believe their financial 
performance is better than it actually is, as the offsetting expenses have not been properly 
accrued.     
 
It can also materially diminish comparability with other Hospices based on Net Patient-
Revenue, as the inclusion of Pass-Throughs inflates revenue.  Grouping the revenue and 
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expenses provides an easy and practical “control” for users of financial statements.  The 
wording also creates questions from Board Members and others that allow an educational 
opportunity.   Not using this type of control has resulted in numerous Hospices closing their 
doors as they operate with artificially inflated bottom-lines.    
 
 Development Return Ratio = Total revenue from Community Support and 

Fundraising/Total expense for the Development Function.  This measurement is 
basically a ROI (Return on Investment) calculation.  It measures the number of dollars 
returned from each dollar invested in the attempt to garner community funds. 

 
 Contribution Margin - Contribution Margin is computed by subtracting Direct 

Expenses from Direct Revenue. It is used to measure the performance of revenue 
producing Hospice segments like homecare teams and inpatient units. The “contribution” is 
the amount of excess from direct operational costs left to pay for Indirect Costs and provide 
for profit. 45-50% is a solid Contribution Margin for a Hospice team. It is Contribution 
Margin that a Clinical Manager manages to! A Clinician Manager does not manage to each 
specific line item, but rather to the sum of Direct Labor and Patient-Related to arrive at the 
Contribution Margin. Therefore, a Clinician Manager can use more or less of one category 
of cost based on the professional judgment of the Manager.  

 
 
 Measurement Median Model Excellent 

a. Average Length of Stay (Terminated) 69 90 ?? 
b. Median Length of Stay (Living)  140 <165 
c. Days in Accounts Receivable 45 45 42 
d. Facility Mix 23% 35% 50% 
e. Patient Mix over 365 Days  10% <30% 
f. Death Service Percentage 36% 40% 50% 
g. Admission/Inquiry Percentage 65% 75% 85% 
h. Same Day Visit Percentage   80% 
i. Development Ratio 3:1 4:1 6:1 
     
 

Lower Costs Are Not Always Better 
 
When reviewing the Percentage of Net Patient Revenue financial measurements in the 
following sections, please understand that we tend to look at lower costs as better.  However, 
this is not always the case.  In fact, many times it is better for some costs to INCREASE.  The 
point is that there is a need to lower costs in some areas and increase costs in others to create 
a World-Class Hospice.  If you could lower ALL costs and still provide World-Class care, it 
would be great.  However, that is usually not the case. Example:  If you believe that increased 
CNA services are World-Class, then this cost would increase.  If you believe that Open Access 
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involves increased Therapies expense, then you would plan on this element of cost increasing.  
However, at the end of the day, the bottom-line needs to be producing at least 14%.  

The War of Single Percentage Points 
 
You may not think a single percentage point variance is a big deal.  But each percentage point 
is a big deal.  As we look at profitability in the Hospice world, it often boils down to single 
percentage points.  So many times, a Hospice is doing well financially, but the operational 
profit is not due to one area of excellence.  Rather, it is a percentage here and a percentage 
there and the CUMULATIVE effect is surprising.  Now, this may be fine and all…but if a single 
area or category of cost goes out of control, the entire positive residual may be in jeopardy. If 
your profit is due to a percentage point here and a percentage point there…and you know it, 
then you know just what a balancing act you are performing! 
 

Profitability is a war of single percentage points.  
 
Many people think that profitability is about having great cost controls in one or multiple areas 
of a Hospice.  That is not usually the case.  It is more about having good costs in MOST 
areas…and it comes down to single percentage improvements. It is easy to self-justify if we 
are over industry averages in a cost category and rationalize that it is not a big deal.  But it is.  
It is this attitude that robs us from performing to our full capabilities. 
 

If you are a single percentage point over in an area where you should not be, don’t be 
passive….attack the situation.  

 
This is a mindset that will keep your Hospice on track and not settling into a groove towards 
mediocrity.  
 
 
One thing that you should realize is “what” is possible.  A Hospice can achieve a 20% 
Operational Net Income WITHOUT compromising quality.   
 

We must realize that most Hospices waste tremendous amounts of money.  
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You Can’t Operate Your Hospice Based on 
Averages 
 
In the following charts of Hospice costs on a Percentage of Net Patient Revenue, you will 
notice that the total of averages does not match the totals for categories such as Direct Labor, 
Patient-Related or Indirect Costs.  All data points in our benchmarking systems are 
independent calculations, including totals for categories.  In our validation processes, we 
EXCLUDE elements that we believe are suspect.  However, just because a data point is 
excluded does not mean that the TOTAL is invalid.  It may mean that data points may not be 
segregated and therefore are lumped together so that individual data points are not accurate, 
but the total is. 
 
Most Hospices have a combination of areas that are higher or lower than the averages.  It is 
the mix that is important.  Realize that you must have some areas that are below the 
reported averages to be financially successful.   
 

Perspective on Hospice Reimbursement 
 
Hospice reimbursement is good when compared to other flavors of healthcare.  If a hospital or 
nursing home gets a 5% return, they consider it a great year.  There is “enough” money in 
Hospice to cover all costs of providing care and have money left over. 
 
 

“It is unethical to run a sloppy and overweight organization and then rely on the 
community to bail it out.  Why should an organization rely on the ‘kindness of others’ to 

cover losses from inefficient operations?” 
Deborah Dailey 

 
 
Unfortunately, Hospice has a tradition of losing money from operations.  It has taken the 
introduction of for-profit Hospices to Teach us about efficiencies and working smarter.  In fact, 
from my experience, much of the advancement of Hospice has come from the for-profit sector 
of Hospices.  It is here that I see the most radical differences in management…some good, 
some not so good.  But much of the accepted practices in Hospice come from the for-profit 
world.  
 
The economic model must always work. In addition, 
 

The World-Class Hospice of tomorrow will provide superior Hospice care at less cost 
than today.  
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Many people equate high cost with high quality.  This is flawed thinking.  Just because you 
spend $25 a patient-day on medications does NOT mean that patients are getting better care.  
It simply means that your Hospice is wasting money.  The SAME outcome could be achieved 
at two-thirds LESS cost.  The same lesson applies to Direct Labor as well as to other Patient-
Related costs.   
 

It is incorrect to believe low costs indicate a Hospice is skimping on services.  
 

How much “positive residual” or profit should 
your Hospice have? 
 
The answer to this question will come from your vision of Hospice care and what you think 
your Hospice will need in the future regarding funds.  My rule of thumb is that a Hospice should 
have a net operating income of approximately 14% regardless of whether you are for-profit or 
not-for-profit.   But what is important is that your Hospice is what your community needs or it is 
fulfilling your vision of Hospice.  Therefore 5%, 14% or even 20% might be what you need to 
do. 
 
Running a Hospice at “break-even” is very unattractive considering our current great 
reimbursement levels, unless we hold to the mindset that the community needs to bail us out.  
Here is the advice from my first Hospice CEO: 
 

“Learn to ignore Community Support.  Pretend that it isn’t there.”  
Deborah Dailey 

 
This is a healthy idea that has served me well over the years.  It keeps a Hospice sharp and 
FOCUSED on making it on operations. 
 

The Illusion of Profitability 
 
Growth in ADC can create an illusion of organizational financial health.  In the case of rapid 
growth, a Hospice’s staffing needs outpace its ability to hire clinical staff.  Therefore, the 
Hospice builds census on the backs of overworked clinicians.  However, when the ADC slows 
down, profitability reverses or lessens as the Hospice’s normal staffing patterns, habits of 
clinical practice and management, catch up.  Be aware that your “profitability” could only be 
due to this situation.  This situation can also create a false expectation in management and 
Boards of Directors.  They may ask, “Where did our margins go?”  The fact is that we were 
working short and unless we are willing to change our model of care, we will not see those 
profit margins again.   
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Understanding Costs 

Hospice Homecare 
  
In the table below are costs expressed as Percentages of Net Patient Revenue.  Median, 
Model and Excellent amounts are displayed for each measure.    
 Cost Category Median Model Excellent 
a. Total Direct Labor 41% 38% 33% 
b. Total Patient-Related 19% 17% 14% 
c. Contribution Margin 39% 45% 53% 
d. Total Indirect Costs 35% 31% 26% 
e. Indirect: Salary Costs 23% 20% 17% 
f. Indirect: Operational Costs 8% 7% 6% 
g. Indirect: Facility-Related 4% 4% 3% 
h. Net Operational Income 5% 14% 27% 
 Direct Labor (Benefits included, 22%)    
i. Nursing 17.90% 14% 13% 
j. Aides 6.29% 7% 6% 
k. SW 4.76% 4% 3% 
l. Spiritual Care 2.06% 2% 1% 

m. Physician 1.28% 2% 2% 
n. On-Call 3.86% 3% 3% 
o. Admissions 3.09% 3% 3% 
p. Bereavement  1.54% 1% 1% 
q. Volunteer 1.21% 2% 1% 
r. Other    
                Direct Labor Subtotal NA* 38.00% 33.00% 
 Primary Patient-Related Items    

s. Medical Supplies 1.49% 1.5% 1.25% 
t. Therapies & Outpatient .77% .5% to 3% 2% 
u. DME 4.55% 4.25% 3.5% 
v. Imaging & Diagnostics .07% .07% .15% 
w. Ambulance .35% .35% .4% 
x. Pharmacy 6.70% 6% 4% 
y. Lab .15% .15% .12% 
z. Mileage 2.99% 3% 2.5% 
 Pass-Throughs & Other   1% .5% 

     
* - Each benchmark average is an independent calculation including totals; their sum rarely equals the sum of the data points in a category.   
Some numbers may be rounded up for ease of memorization.  
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Indirect Costs 
 
In the table below are costs expressed as Percentages of Net Patient Revenue. Median, 
Model and Excellent amounts are displayed for each measure. Salaries INCLUDE benefits.  
 
 Indirect Salaries (Total Organization) Median Model Excellent 
a. Administrative Salaries  ** 6.16% 3.5% 2.5% 
b. Clinical Management Salaries  ** 5.73% 5.5% 5% 
c. Compliance/QAPI 1.17% 1.5% 1% 
d. Education .82% 1% 1% 
e. Finance Salaries 2.77% 2.25% 2% 
f. HR 1.14% .75% .5% 
g. Marketing Salaries 2.29% 2% 2% 
h. Medical Director 1.47% 1.25% 1% 
i. Medical Records Salaries 1.26% 1% 1% 
j. MIS Salaries 1.20% 1.25% .5% 
k. Other .61% 0% .25% 
               Indirect Salaries Subtotal NA* 20.00% 17.00% 
 Indirect Operational (Total Organization)     
l. Computer Expenses .76% .7% .5% 

m. Continuing Education+  .74% 1.3% 2% 
n. Dues, Licenses & Subscriptions .34% .3% .3% 
o. Insurance .68% .65% .6% 
p. Office Supplies .43% .35% .3% 
q. Postage/Mailings/Printing .41% .38% .35% 
r. Telephone .58% .5% .5% 
s. Marketing .65% 1.5% 1% 
     
* - Each benchmark average is an independent calculation including totals; their sum rarely equals the sum of the data points in a category.   
Some numbers may be rounded up for ease of memorization.  
 

 
 
** - These areas are the most “messy” regarding benchmarking because accounting can lack 
sufficient breakout. Administration can also be impacted substantially by economies of scale. A 
Hospice’s Administrative Salaries DECREASE with size. Clinical Management Salaries can 
also decrease with increased census, although sometimes it is less impacted than 
Administrative Salaries. 
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Inpatient Units 
 
In the table below are costs expressed as Percentages of Net Patient Revenue for a typical 
Hospice Inpatient Unit. Average, acceptable and excellent amounts are displayed for each 
measure.   
 Cost Category Median Model 90th  
a. Total Direct Labor (includes all unit staff)  64.5%  
b. Total Patient-Related 12.47% 12% 8.13% 
c. Contribution Margin 16.53 23.5% 30.96 
d. Indirect Costs (includes some allocated costs) 33.18% 21.5% 17.87% 
 Segment Net Income -16.57% 2% 9% 
 Direct Labor (Benefits included, 22%)    

e. Nursing 41.89% 33% 32.00% 
f. Aide 14.19% 15% 8.24% 
g. SW 2.73% 2.5% 1.63% 
h. Manager/Charge Nurse (RN preferred with IPU 15 bed or <)   6.5%  
i. Ward Clerks  5%  
j. Physician (should pay for themselves through billings)  0%  
k. Grounds and Maintenance (may be part of Indirect.)  2.5%  
 Total  64.5%  
 Patient-Related      
l. Ambulance .93% 2%  
 Bio hazardous .14% .06%  

m. Dietary .19% .2%  
n. DME .43% .4%  
o. Food (includes labor) 2.19% 2.25%  
p. Imaging .08% .1%  
q. Lab .05% .05%  
r. Linen 1% 1%  
s. Medical Supplies 2% 2%  
t. Mileage .12% .1%  
u. Mobile Phone .07% .1%  
 Other .18%   

v. Outpatient .07% .1%  
w. Oxygen .54% .5%  
x. Pharmacy 4.00% 4%  
y. Therapies .50% .5%  
z. Pass-Through Residual .03%   

* - Each benchmark average is an independent calculation including totals; their sum rarely equals the sum of the data points in a category.   
Some numbers may be rounded up for ease of memorization. Note: VC and BC are NOT dedicated to the IPU but rather serve the IPU as 
though they are serving a Nursing Home or an ALF. 
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Benefits 
 
Benefits are usually 22% of Salaries and Wages. 
 

Examples of NPR Model Designs 
 
There are many examples of Hospice overall Models. For convenience, when discussing 
Models, we often use three consecutive numbers which represent the various major categories 
of cost.  For example, 38/17/31 would mean: 
 

 
 
The MVI Model – 38/17/31 
This produces a profit of 14%. This profit level is achievable for a typical Hospice in America 
based on “very” doable practices.  
 
Typical Hospice Model – 41/18/36 
A typical Hospice will have a Model of 41/18/35.  This is often an “organic” model of business 
that has evolved over time. This produces a profit of 5%. 
 
Andrew’s Model – 35/14/28 
Many people think that the MVI Model is Andrew’s Model. However, it is not. The MVI Model is 
a model that is “achievable” for a typical Hospice. Andrew’s Model would be 35/14/28 which 
would render a 23% profit. Key deviations would be:  
 

 Increasing RN/Nursing/SW/PC Caseloads 
 Doubling Hospice Aid Services 
 Doubling Volunteer Services 
 Adding Homemakers as a service component 
 Patient-Related costs would be reduced to the 80% percentile simply by using select 

vendors 
 Most all Indirect Costs would be slightly less than the MVI Model producing a 

CUMULATIVE 4% savings  
 50% of the patients would come from Nursing Homes and ALFs. 

 

 

38/17/31 
 
 
 

Direct Labor 
Patient-Related 

Indirect Costs 
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Maximum Efficiency Hospice Model – 32/12/23 
How efficient can a Hospice become? We don’t know. However, a Hospice can provide a high 
quality service for far less cost than most Hospices can imagine.  
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

MVI INSIGHT:  
 

The superior Hospice would not simply emulate a model based on the 
“averages” of other Hospices. It is far better to create your own based on what would 
truly benefit patients and families in your respective service area. 
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Clinical Productivity 
 

Productivity is a Mindset.  
 
I am convinced that this is the case in Hospice.  Consider the Hospices with great 
Management who set clear expectations about productivity.  What happens?  These Hospices 
have great productivity. 
 
Consider the Hospices that used to get three 60-minute visits from their nurses a day before 
laptops.  After laptops were introduced, the nurses where still doing three visits a day, only 
now they took 90 minutes.  Hmm… 
 
The battle cries of the coddled clinicians are “We are overworked, we need more help, our 
caseloads are too high and we’re burning out.”  Then the weenie Clinical Manager succumbs 
to the cries because “he or she has been in their shoes” and they forget their management 
role.  Staff that are “maxed out” probably need help in time management.   

 
Consider the ACTUAL amount of time clinicians are with patients.  If a clinician was averaging 
60 minutes a visit and was doing 4 visits a day, that leaves 4 hours for what?  Charting?  Care 
Coordination?  I am not belittling Clinical Managers too much here, but I am pointing out that 
Hospice is a good place to work with flexibility of schedule and the demands are not 
unrealistic. An Extraordinary Manager should be ready to leave his or her desk and get out in 
the field. Only then will the Manager get the respect that is needed and only then will whining 
end.   
 
The following are general GUIDELINES regarding caseload, visit duration and weekly visit 
expectations.  It should be understood that as a Leader of a BUSINESS area, you have a 
responsibility to evaluate and scrutinize performance.  This requires measurement so that 
decisions are not merely subjective speculations.   
 
It is necessary for all Hospices that are serious about the business of Hospice to establish a 
common point of reference for measurement and evaluation of performance.   Use of 
EXPECTED AVERAGES or MINIMUMS provides such common measurements.  Minimums 
are absolute. On the other hand, Averages provide clinicians more latitude.  It should be 
understood that individual cases or situations necessitate more or less time and effort.  
An average takes this into account.  An average provides a GUIDELINE.   
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Clinical Productivity Standards 
 
This is one of the most important areas. It provides a realistic and clear perspective of clinical 
productivity including what is “acceptable” and what we would judge as “excellent.”  EVERY 
HOSPICE SHOULD INTENTIONALLY DETERMINE THESE ELEMENTS ACCORDING TO 
ITS IDEALS OF CARE. This should become part of your Hospice’s Model.  

 

 
Hospice Caseloads/FTE 

Staffing Model 
 Visit  Weekly Visits Visits                  

Per Patient, Per Week Homecare Duration 
Category Minimum Excellent Average* Minimum Excellent Min Max 

RN 12 14 55 20 22 1.2 1.7 

LPN 25 30 55 22 24 0.8 1.0 

Aides 10 12 60 22 24 1.8 2.2 

SW 28 32 55 20 22 0.45 0.75 

Spiritual Care 80 100 55 22 24 0.2 0.4 

Bereavement 100 120 x X X x x 

Volunteer 100 120 x x X x x 

Physicians/NPs 150 x 50 x X x x 

Admissions RN 50 x 90 10 12  x x 
* Travel Time is NOT included. Average Travel Time is 15 minutes. 

 

Hospice Caseloads/FTE 
Staffing Model 

 Visit  Weekly Visits Visits                  
Per Patient, Per Week NH/ALF Duration 

Category Minimum Excellent Average* Minimum Excellent Min Max 

RN 16 18 45 26 28 1.2 1.7 

LPN 30 35 45 28 30 0.8 1.0 

Aides 12 14 55 25 27 1.8 2.2 

SW 35 40 50 24 26 0.45 0.75 

Spiritual Care 100 120 50 28 30 0.20 0.4 

Bereavement 100 120 x x x x x 

Volunteer 100 120 x x x x x 

Physicians/NPs 150 x 50 x x x x 

Admissions RN 50 x 90 10 x  x x 
* Travel Time is NOT included. Average Travel Time is 15 minutes. 
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In addition, Executive Managers need to understand the concept of “Computed Caseloads” as 
well. Computed Caseloads represent the “actual” average number of patients a clinician or 
clinical discipline serves rather than what they “perceive” they are serving based on the names 
of the patients assigned to them.  It factors in all FTEs including PRN, Float and Agency help.  
 
Most clinicians OVERESTIMATE their caseloads and do not recognize all of the “extra” help 
they receive. Computed Caseload is an “acid test” that cuts through all of the excuses and 
perceptions. IT is the REAL situation. Computed Caseloads are used in MVI Benchmarking 
Reports. Understanding Computed Caseloads is needed for managing a Hospice. Clinicians 
will normally not get this, but all executive Managers should  
 
Hospice Homecare – Computed Caseloads 
 Category Acceptable Excellent 

a. Nursing  10 14 
b. CNAs 10 13 
c. SW 28 30 
d. PC 50 65 
e. Admissions 50 50+ 
 
 
Nursing Homes/ALFs – Computed Caseloads 
 Category Acceptable Excellent 

a. Nursing  14 18 
b. CNAs 12 16 
c. SW 32 35 
d. PC 65 80 
e. Admissions 50 50 
 

The High Acuity Myth 
 
As long as I’ve been in Hospice, I’ve heard from clinicians that productivity is low due to the 
“increasing acuity” of patients.  I used to believe that this must be true.  However, why do 
Hospices that encourage higher productivity get it?  Care is not suffering within the Hospices 
with higher productivity.  The patient satisfaction surveys are usually higher!  The higher acuity 
is another cop-out (Weenie-ism) for low productivity.     

The High Caseload Myth 
 
When I am told of high caseloads (and even low caseloads for that matter) I exercise a great 
degree of professional skepticism. I don’t believe it, because virtually every time I compute 
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actual caseloads, they are less than reported.  Here is what I do when I am told the caseloads 
from clinicians and Clinical Managers.   
 

As a rule of thumb, subtract 2 to 3 from reported caseloads to get ‘closer’ to reality.  

 
What is not factored into their minds is PRN or “float” clinicians.  These are part of the cost of 
these disciplines and they must be included.  Often, clinicians and Clinical Managers respond 
based on “FEELINGs” or perceptions rather than the quantified facts.  If they feel tired, they 
are more apt to believe that their team members also are tired.  And when the “numbers” don’t 
agree? 
 
Many Clinical Managers like to shoot the data when they don’t agree with it. Sometimes 

they even like to shoot the messenger.  

Caseload Expectations 
 
What are good caseloads for clinical disciplines?  Believe it or not, the traditional caseload 
model works well from a financial perspective.  HOWEVER, most Hospices do NOT staff at 
these levels.  In fact, there is a perception that caseloads are much higher and therefore, they 
are working hard.  “Reported” caseloads are almost always inflated.  Clinicians look at the 
number of patients on the “boards” and think that is their actual caseload.       
 
As a rule of thumb, subtract 2 or 3 from the caseloads reported by most Clinical Managers.   
Most Clinical Managers do not factor in “float” staff or PRN.  If they did, they would realize that 
the “actual” caseloads are less. 
 
This is another place where quantification saves the day by giving us true perspective.  We 
cannot manage by “FEELINGs.”  It is part of the human condition to exaggerate work 
situations.  It feeds egos and makes us feel like we are contributing…AND each person will 
create their own Standards unless they are clearly denominated. Refer to the Computed Case 
equation in the Measurement Section of this manual.  
 

Visit Durations 
 
The average duration for RN, LPN, SW, and CNA visits are approximately 1 hour and 
Admission visits are 2 hours.  Here are some things to keep in mind regarding visits: 
 

 Visit time includes direct time, documentation time, and travel time.    
 

 Visit time starts when the clinician travels to the patient’s residence and stops when the 
clinician starts to travel to the next visit.  

 



TThhee  EExxttrraaoorrddiinnaarryy  CClliinniiccaall  MMaannaaggeerr      
 

________________________________________________________________ 
Multi-View Incorporated Systems 

PO Box 2327 
Hendersonville, NC  28793 

828-698-5885 or multiviewinc.com 
 

©Copyright 2017 Multi-View Incorporated Systems:  1st Edition                                                                                                                                                    Page 93 of 328 

 

 

Understanding the Impact of Longer/Shorter Visits 
 
Do you think averaging 5 minutes less each visit makes a difference?  The 

cumulative impact is significant. 
 
If an RN spends 5 minutes less each visit and the RN performed a minimum of 20 visits a 
week, the nurse would save 1.66 hours a week for other activities. Over the course of a year 
that adds up to 86 hours (about 11 days).  If you have 20 RNs, it would be 1,720 hours (216 
days)!  So really, every minute matters. 
 
The question is “Would reducing visit-time by 5 minutes decrease the quality of the visit?”  
Conversely, “Would increasing the visit-time add quality?” There is a law of diminishing 
returns the LONGER a visit lasts.  A 3-hour visit does not equate to a higher quality visit or a 
more satisfied patient and family.  On the other hand, we don’t want really short visits that 
make us Home Health Plus.  A “flash” visit is probably not a great Hospice visit.  The key, as 
always, is balance. 
 
Much of the solution to low productivity comes down to basic ORGANIZATIONAL SKILLS.  
Most people have not really been taught the organization skills of top performers. Yet, each 
Hospice usually has a few top performers.  How do your best clinicians and staff prepare for 
the week, let alone the day?  How do they become masters of “follow-through”?   
 
This is all the more reason for each Hospice to model its care through Visit Design work and 
the creation of a Hospice Menu.  Both of these intelligent directions cause a Hospice to 
crystallize its collective thinking into a coherent scope of services and products.  These do as 
much good for the Hospice internally as they do for the patients/families and referral sources 
externally. 
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Communicating Productivity Expectations to Clinical Staff – Visits 
Per Week 
 
A Best Known Practice is to measure clinical visits in weekly terms and not daily terms. Why?  
Because it shows more respect and recognizes the professionalism of the clinical disciplines.  
Communicating daily productivity numbers can be demeaning.  Therefore, the emphasis of this 
section is on visits per week.   
 
When speaking with clinical staff, communicate visit expectations in weekly terms. You might 
phrase your communication of productivity like this: 
 
“Take as long as you need to do a World-Class visit but keep in mind that 

we expect XX visits by the end of the week.” 
 
Remind clinicians that people want family time, not more time with strangers. But don’t rush!  
Don’t give the impression you are under time pressure or kamikaze deadlines. Just do what 
needs to be done in a wonderful and efficient way.  After all, won’t you be back in a day or so? 
 
In arriving at the number of visits that should be expected during a week, it is necessary to look 
at what can be done in a single day. The best method of calculating daily clinical productivity, 
in terms of visits, is Visits Per 8-Hour Day.  This is calculated by dividing the Total Number of 
Visits by the result of Total Time Worked divided by 8.  This result is a very precise 
measurement and it can be used for any staff, no matter how many hours they work.  Here is 
an example: 
 
A nurse works 40 hours in a week.  40 divided by 8 hours = 5 days.  20 patients divided by 5 
days = 4 visits.  The nurse is making 4 visits per 8-hour day. 
 

Visits Per Active Day 
 
This is another measure of clinical productivity.  It is calculated by taking the Total Number of 
Visits and dividing them by the number of days worked.  If the clinician works for 1 hour in a 
day, that would count as 1 day.  If they work 12 hours in a day, that would still be counted as a 
day.  This method is OK, but is not as good as Visits Per 8-Hour Day.  
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Productivity Based on Payroll Dollars 
 
This is yet another way to measure productivity.  We incorporate the use of this method in the 
MA.  It is OK for general purposes, but it is just an indicator.  It is not as precise as the Visits 
Per 8-Hour Day.  It is calculated by dividing the GL amount (or the person’s salary) by the 
average discipline wage (or person’s wage).  
 
People get burned out, not from hard work as people are capable of working very hard., 
but because they don’t realize they are making a difference. They need to be reminded 

they are making a difference.  

Caseload Measurement is Superior to Visit Productivity 
Measurements 
 
If we were to manage our Hospices perfectly, we probably wouldn’t even be concerned about 
visit productivity measures, but rather with caseloads.  If a nurse or clinician could completely 
satisfy a caseload of 25 patients making only 3 visits a day, would that be good?  I think so.  
Perhaps other disciplines could help out more.  We need to think about care models differently 
and ponder the question, “What is best?”  Right now, we visit to “monitor” patients to get 
feedback on their situation and satisfaction level.  Some Hospices call patients frequently to 
obtain this information.  Clinicians also do visits out of a “need” to be doing something.  
Somehow, when we take action or are in motion, we feel better about ourselves and our work.  
This promotes more visits… even unnecessary visits.   If we could manage by caseloads only 
and not visits, I think it would be more ideal.  A formula to compute average caseload by 
clinician is to take the number of patient-days for a clinician and divide it by the number 
of days being measured.  What would Average Caseloads look like?  This would be the 
number of patients on the “boards” …not to be confused with Computed or Actual caseloads 
based on the number of FTEs.     
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Are You Coddling Staff? 
 
Many Hospices and Managers hide behind the idea of a shortage of clinical staff, especially 
nurses, to justify the “coddling” of staff.  Does your Hospice coddle staff?  Here are some 
things to think about: 
 

 Does your Hospice have more than a position or two of “float” clinicians? 
 Is your clinical productivity good? (see the Clinical Productivity section) 
 Does your Hospice have “professional” On-Call staff…even several shifts so that 

clinicians never have to do call anymore? 
 Does your Hospice find itself increasing wages constantly with no increase in 

productivity expectations? 
 Does your Hospice use a great deal of PRN clinicians? 
 Do clinicians have clear productivity expectations that they MUST meet? 
 Does your Hospice have numerous pay types for clinicians to compensate them for the 

“extra” activities? 
 
Hospices that coddle staff have difficulty containing costs.  They are usually administratively fat 
Hospices that need much Community Support to make it.  These Hospices do not do well 
when a well-oiled competitor comes on the scene…they get creamed.  What is the remedy?  
The CEO and Hospice Leader need to draw a line in the sand and hold people Accountable!  
People who can’t or won’t meet the expectation are asked to leave.  It’s that simple. 
  
Don’t be afraid to push people to their limits. It is OK if people feel uncomfortable when 

advancing themselves and the organization. 
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Drop the Patient Care Shield!  
 
Too many times, any mention of productivity, finance, or profit brings forth the “universal 
Hospice defense mechanism”-- the Patient Care Shield.  This defensive tool is one of the most 
formidable tools ever devised in Hospiceland! Able to withstand the most firely dart from any 
CEO or CFO! It can withstand all assaults and actions and can part the seas and clear the 
skies for the unwise. However, it can also cause a Hospice to be Third World in its operations 
as good ideas about bringing business balance to a Hospice are often repulsed. The 
suggestions are as such:  
 

 Can’t we document immediately after our visits?   
 Why can’t we do On-Call differently? 
 It seems that other Hospices have lower medication costs…can’t ours be reduced? 
 Can we use generic rather than brand pharmaceuticals?  
 Could nurses do 20 visits a week? 
 Why can’t Social Workers do the same number of visits as nurses? 

 
The questions or suggestions are the same in many Hospices. And the Patient Care Shield is 
raised in each case. And what is on the front of the Patient Care Shield? 
 

Patient Care will Suffer! 
 
This statement is the ultimate defense. Yes, the patient/family is the primary focus of this 
organization. However, this statement should be used with careful consideration so that a 
needed change or improvement in “balance” is not discarded for the sake of avoiding the 
issue.  Therefore: 
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Indirect Costs 
 
Indirect Costs are some of the toughest costs to keep under control in any organization.  
Indirect Labor Costs are one of the top cost problems in Organization. If you have listened to 
the Profitability CD, you will recall that MVI recommends an organization maintain Indirect 
Costs at 31% or less as a percentage of Net Patient Revenue.  This Net Patient Revenue 
amount does NOT include Pass-Throughs.  This means that if your organization has Net 
Patient Revenue (no community support or development costs) of $1,000,000, no more than 
$300,000 would be spent on Indirect Costs.  Indirect Costs include all “non-direct” patient 
costs.  It is everything except Direct Labor (RNs, CNAs, SWs, PCs, etc.) and Patient-Related 
(Medications, DME, Therapies, Medical Supplies, etc.) costs. Indirect Costs INCLUDE 
supervisory personnel, administration, rent, utilities, insurance, office supplies, answering 
service, copier expense, finance, billing, medical records, secretarial, PCCs and anything else 
that is not directly involved with the provision of care.  
 
What we define as Indirect Costs should be familiar to our clients.  Most MVI Network 
Organizations have used our previous cost analysis products and most are moving to the 
NHPCO endorsed Financial Management Application (FMA) and the Financial Benchmarking 
Application (FBA). If your organization does not use the FMA and the FBA, we highly 
recommend adopting these systems.  Fifty areas of Indirect Costs are measured and the 
categories in the applications are not subject to debate as Standardization is needed for 
meaningful comparison data.  We always know that we are comparing apples with apples.  
This control is what is lacking when comparative data is being put together with surveys or 
manually…the “groupings” are open to interpretation by whomever is completing the survey.    
This is not usually the case with our application because suspect data is “kicked out” by our 
Data Validation application when the data is uploaded to the National Financial Data Set if it 
fails parameter and internal consistency tests.  
 
Indirect Costs are not fun to deal with.  For most Organizations, the largest component of 
Indirect Costs is Indirect Labor.  Nobody wants to have to eliminate positions.  It’s human 
nature.  However, it is absolutely the responsibility of the Organization’s top management to be 
thinking about this issue all of the time…to ensure a viable future for the overall organization.  
Pockets of duplication and redundancy are bound to build up over time.   For example, 
Organizations have a tendency to overreact in some areas…especially to governmental 
requirements relating to clinical documentation.  Instead of sampling charts for compliance and 
technical correctness, some Organizations audit 100% of the charts.   This may have sounded 
like a great idea at the time, but is it really necessary to achieve the desired result?  Could you 
eliminate 90% of the cost by sampling 10% of the charts?  This is the type of questioning and 
examination of Indirect Costs that needs to take place.  
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Economies of Scale? Indirect Costs  
 
With all the talk of “scale” and the “economies of scale” in Hospiceland, I think that many folks 
are missing a lot of opportunity. Let’s really think about this… Consider your organization, 
especially if you are a Hospice with an ADC of 100 or more. You may be saying to yourself… 
 

“If I only had more census… If I only had more patient volume… If only LOS was 
longer… If I only had… If…” 

 
Do you really think that “more” clients/customers/patients/families would make you more 
profitable? If this is so, then why are there so many Organizations with censuses near or 
exceeding a thousand clients/customers/patients/families a day that have “micro-profit” 
margins and some even LOSE money from Hospice operations?  The reality of the human 
condition, as I see it (and I am no genius - if I could get to an IQ of 70 I’d be happy), is that 
most Managers will spend in the same patterns regardless of ADC size. I have seen this 
my entire career. Human beings are the accumulation of habits…thought habits. Unless the 
thought habits change, the behaviors won’t change. The fact is that we all change over time. 
Some of us become better at the allocation of recourses to gain ROI (Return on Investment) 
while others, become sloppy and spend freely when money is plentiful. I have seen poor to 
average CEOs become devastatingly effective as well as CEOs that were once highly 
profitable and frugal become lax and wasteful (by the way, frugal is en vogue now as CASH is 
the best strategy in uncertain times… For that matter, was it ever really not a good idea?).   
 
My advice is to toughen up and  
 

Farm less ground well… 
 
“Yea, Andrew but we’re not farmers!” Bear with me on this analogy. A farmer with 500 acres of 
meticulously cultivated land will out-produce (per acre) a conglomerate of 25,000 acres farmed 
with average intention. There is an inherent loss of efficiency when things get bigger. By 
virtue of size, there is inherently more to manage, more to break or go wrong…more to do. We 
all know that when we try to do too much and overextend, quality suffers and things are more 
apt to fall through the cracks. Energy levels are stretched. The same holds for our Hospice 
businesses.  
 
Now Wall Street is in love with BIG! In fact, big money is not attracted to small…UNLESS it is 
a “system” that can be replicated on a larger scale. In fact, you’re always selling your system, 
or at least should be (if it is indeed, extraordinary)! Quality only comes from a system! Even if 
you’re an NFP Organization, you’re selling your system as well…to consumers, ACOs, payers 
and other constituents. They are all “buyers.” This gets us back to the Model, “the creation of a 
high-quality, predicable experience for every patient, every time that is financially balanced… 
Heck, not only financially balanced, but is phenomenally profitable (if done really well!). The 
question is “How good is your system?” 
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The fact is that you can make more money with less clients/customers/patients/families IF the 
Hospice is managed well. Translated another way, you can make more money with less 
revenue IF you manage well! If you have been reading the last few data-grids in the 
Flashpages, you will note that the most profitable Organizations by ADC size were the 30 and 
100 ADC levels. Do you think a small Hospice with a couple of HIGHLY committed nurses and 
other clinicians would/could create a high-quality, highly predictable experience and be tightly 
managed? You bet!  If it’s your house that’s been mortgaged and is on the line, you tend to 
mind the shop extremely well!    
 
Economies of Scale? This idea sells really well to the well-meaning, perhaps stressed but 
unclear CEOs and/or CFOs.  Yes, I get the math on “economies of scale…” I’ve done it in 
reality. I am still an anal-retentive CPA/System Analyst. I’ve designed and have been part of 
Organizations that actually achieved economies of scale. But we were disciplined about our 
spending…we were creative…and we ignored (to a practical extent) how most Organizations 
operated. But “economics of scale” is a “myth” for most Organizations or ventures UNLESS 
they have established prudent and measured spending thought habits. In the Profitability 
Program, I hit this subject with great force because it is SO needed and is so valuable to right 
the ship.  
 
A good business is a good business. Hospice is a good business to be in and to be expert 
at…at this present time! When people are ducking their heads, get busy and farm your plot of 
ground well and you should come through in great shape! The present Hospice environment is 
sorting out the “professionals” from the amateurs. Managing a Hospice in years past was 
relatively easy… Now, the market is finding out who is really good at managing…and this is 
evidenced by your bank account and profit margins. If you press things, you will be surprised 
how effective and creative your Indirect Areas will become out of necessity. You will be 
surprised… 
 

The Myth of Size & Economies of Scale in Many Organizations 
 
It is mathematically possible for a Hospice to decrease Indirect Costs by spreading fixed costs 
over a large patient volume.  Some Organizations have achieved economies of scale by 
limiting the growth of Indirect Costs.  However, most Hospices don’t.  A Hospice can have 
1,000 clients/customers/patients/families a day and still be losing money operationally because 
of high Indirect Costs.  On the other hand, we have Hospice clients with an ADC of 30 that do 
just fine at holding down Indirect Costs.  The reason many large Organizations have trouble 
controlling Indirect Costs is that they have become sloppy and lazy.  It is EASY to throw bodies 
at problems.  One day, hopefully, they realize that they have a problem and that they have 
wasted a lot of money that could have been saved or used elsewhere.   
 
With Indirect Costs, you have to draw a line in the sand and say, “This is all the overhead 
we’re going to allow,” and then force Indirect Costs back behind the line.   If you don’t take this 
hard approach, you will see Indirect Costs “creep up” every year.  Look at your organization 
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right now.  Compare the number of Indirect FTEs with where you were 4 years ago.  Yes, 
indirect positions should increase in proportion to the size of the organization, but at a lesser 
pace!  Usually, if left unchallenged, indirect staff will creep up over time as seemingly great 
ideas are adopted.  If you do not zero-in on bureaucracy every so often, an organization will 
naturally build layers…unintentionally.  So you ALWAYS have to look to eliminate it.    
 
Much Indirect Cost is the result of ego.  Empire mentalities want to create bureaucracy.  
Secretaries, personal assistants and staffs of “specialty” people that are supposed to improve 
the process are usually to be found with empire mentalities.  Pretty soon there are auditors to 
check up on the auditors.  Left unchecked, the empire will continue to grow until someone 
asks, “Is this really necessary? Somebody tell me why we have so many people in this area.” 
Being a financial guy, I usually take notice of the Finance Department.  One Hospice with an 
ADC of 200 will have 8 people and down the road another will have 3.  I’m picking on finance 
now, but realize that you could have layers of people in different departments.  Sometimes the 
areas closest to patient-care are deemed “untouchable” by many in the Hospice world.  The 
convenient “patient-care shield” will be raised to block the fiery darts of the financial people. 
 
A lot of Indirect Costs come from people not doing things right in the first place.  So, to solve 
this problem, we hire more people to “check up on people.”  This is basically an Accountability 
problem and adding more bodies to fix the situation is NOT the solution.  The solution is to 
expect people to do things right the first time and to hold people Accountable.  Do not throw 
bodies at problems…think through to solutions? 
 
One or two percent can make a big difference to your bottom-line.  One or two positions can 
make a big difference to your bottom-line at year-end as well.   If you lost $60,000 last year, a 
position or two could be the difference.  If a person’s contribution to the organization is 
fuzzy…take a chance and cut.  Remember, work will expand to fill the time allowed and people 
will become more efficient with the less time they have.  
 
Outside of Hospice there are great examples of management of Indirect Costs.  IBM, in the 
Tom Watson era, only ALLOWED a maximum of 4 layers of management from the Chairman 
of the Board to the lowest level in the company.  Sam Walton never ALLOWED Wal-Mart’s 
general office costs to exceed 2%, which is 66% less than the competition. This 2% includes 
their computer support and distribution system costs as well.  One thing that sticks in my mind 
is that Sam Walton says he pulled his 2% G&A formula “out of the air.”   What gets me thinking 
here is that we limit our organization’s capabilities if we study our movement and “benchmarks” 
too much.  We become inbred.  The question should be, “How low can our Indirect Costs be?”  
Pick a number and shoot for it.  Also note that each of these examples of great Indirect Costs 
was CAUSED by an individual person.  It always starts with ONE person.  Are you that 
person? 
Some of you may question where I came up with the 31% number.  It is a number that is 
readily attainable for most Organizations, as I have learned from the hundreds of 
Organizations I’ve examined.  Virtually all of the most financially successful Organizations 
come in UNDER 31%.  I spoke to two Hospice CEOs who are incredible in this area.  Both 
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have extreme resistance to hiring new Indirect positions and encourage better use of 
technology and streamlining of processes.  Only as a last resort will either give in to a new 
position.  I laughed with one of them the other day.  With an ADC of over 300 and two 
secretaries in the entire organization, she was questioning whether they had too many!  [By 
the way, if an organization is conscious and good at managing Indirect Costs, usually the 
Direct Costs are good as well].  Most of you know that I am a CFO of several organizations. I 
do this because it helps me keep my finger on the pulse of the everyday Hospice so that I do 
not become “removed” like many consultants.  I like to keep Indirect Costs at these Hospices 
at 25%.  How do we do it?  Everyone works hard.  We don’t do a lot of non-Hospice stuff.  We 
focus on what absolutely needs to be done.  We use our systems to reduce or eliminate 
manual work.  And…we don’t give in easily to the call for additional Indirect staff.  What is the 
difference to the bottom-line with Indirect Costs at 25% instead of 35%?  Well, with 
$10,000,000 in Net Patient Revenue, it contributes $1,000,000 to our bottom-line (operational 
bottom-line that is – no community support).  Or you could look at it like this: a typical Hospice 
would spend an additional $1,000,000 on Indirect Costs, primarily Indirect staff.  With great 
reserves, we don’t sweat taking a high cost patient or building an Inpatient Unit.  We just do it!  
And the truth is…ANY HOSPICE COULD DO THIS!     
 
Indirect Costs are a pain, but they must be continually examined.  As MVI says, “It is 
impossible to intelligently direct resources and energy without precise knowledge.”  All MVI 
charts of accounts contain the detail to intelligently direct your efforts in managing Indirect 
Costs.  Use the MA and BA.  They will tell you what you need to work on. Also, common sense 
and questioning usually can lead you a long way in the right direction.   
 
The two ways to reduce Indirect Costs are: 
 

 Increase census WITHOUT adding more Indirect Costs (especially staff) 
 Reducing the number of Indirect FTEs 

 
Of course, the best thing is to do BOTH of these points simultaneously.  It is ALWAYS healthy 
for an organization to get rid of B and C players. The reality of the human condition is that 
there is a tendency to “throw bodies” at problems rather than “think through” to solutions. 
 

Work will expand to fill the time allowed…however, the opposite is also true. The less 
time we have, the more efficient we become out of necessity. 

 
It is based on what you can afford or what you want them to be…a “Target Costing 

Approach” whereby you first determine what you want Indirect Costs to be and back 
into them… 

 
Even if you implement a RIF (reduction in force), you may not reduce cost in the long-

term as the work has not changed. In fact, you may end up with higher Indirect Costs as 
you gradually replace the RIF’ed staff with less experienced staff. RIFs are usually a 

BAD idea. 


