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C A S E 


The Rosemont 


Behavioral 


Health Center


During a flight from Los Angeles to Chicago, Charles Brown 
became involved in a conversation with Cates Lewis who hap-
pened to be sitting next to him. After five or ten minutes of the 
usual topics concerning the weather, promptness of the airline, 
and so forth, Cates asked Charles what he did for a living. With 
that, Charles and Cates entered into a conversation that would 
ultimately result in a long-term relationship.


Charles Brown was the CEO of a consulting firm called TM, Inc. 
His firm specialized in turning around failing companies and in 
some instances he bought out failed companies and resurrected them. 
Over the years TM was quite successful and Charles was in the envi-
able position of being able to choose his clients. TM was a virtual 
organization with a small core staff but with a network of associates 
that spanned numerous industries and disciplines. As a result, the 
company had been involved with organizations ranging from high-
tech computer companies to low-tech manufacturing firms to health 
care organizations. Charles’s background was health administration 
and he still gravitated toward projects that involved health care.


Cates Lewis was a successful publisher who owned a small firm 
that was very successful in a strong market niche. Several years ago 


This case was written by Phil Rutsohn and Bob Forget, Marshall University. It is 
intended as a basis for classroom discussion rather than to illustrate either effec-
tive or ineffective handling of an administrative situation. Used with permission 
from Phil Rutsohn.
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Cates became the financial backer for a buyout of a behavioral health care center, 
The Rosemont. Cates’s brother, Lloyd Lewis, spent over 20 years as a counselor for 
drug and alcohol abuse programs and in fact had worked for The Rosemont. When 
he heard that The Rosemont was on the market, he contacted his brother and asked 
if he would be interested in considering an acquisition. The arrangement would be 
that Cates would put up the seed money and Lloyd would be the CEO and man-
age The Rosemont.


The price was right and Lloyd was excited about the opportunity, so Cates put 
up $250,000 in cash and signed for a $750,000 note. At the time the $1 million 
commitment seemed to be a bargain. The buildings and equipment at Rosemont–
Jackson and Rosemont–Bay Saint Louis were assessed at about $2.5 million with 
a small mortgage remaining on each. Admittedly the furniture and equipment 
at both locations were old and needed to be replaced but that could be phased 
in utilizing current earnings. The building in Jackson, which was configured 
with 50 two-bed rooms, was located in a rapidly deteriorating part of town but 
as Lloyd noted, “Wasn’t that the plight of all urban health care facilities?” The 
buildings in Bay Saint Louis were located on a lovely piece of suburban property 
with older, nicely kept homes in the neighborhood. Although the outsides of the 
buildings were minimally presentable, the interiors would require a lot of work. 
Everything from new flooring to plumbing to electrical modifications would have 
to be undertaken if the institution was going to be able to establish itself as a 
premier health care delivery entity. Twenty-five rooms were available to handle 
50 patients. However, if demand dictated and funds were available, the buildings 
could be modified to double patient load.


There were two satellite systems providing outpatient services (primarily to 
college students) in other parts of the state and there were corporate offices sepa-
rate from both facilities. Because these functions were located in rental properties 
with no multi-year contracts, they were not seen as enhancing or inhibiting the 
value of the company. The only other asset that had any real value was accounts 
receivable. The A/R account was a mess and it was difficult to put a handle on 
how many accounts were actually collectable. However, Cates still felt pretty 
confident. If things didn’t work out he could at least sell the fixed assets to a real 
estate developer and get his money back.


As was agreed, Lloyd assumed responsibility for managing the organization and 
Cates continued his concentration on publishing. Although Cates was a member 
of The Rosemont’s board he readily admitted that he was “slack” concerning his 
board responsibilities. As long as Lloyd told him things were fine, Cates paid 
little attention to the details of running the center. Rather, he did not pay much 
attention until one of the board members, who was the CEO of the accounting 
firm handling The Rosemont financial statements, called him and told him The 
Rosemont was out of money. The accountant said to Cates, “Cash is so tight that 
payroll is not going to be met and suppliers are not going to be paid.”


“Needless to say, I was a little upset,” Cates reported. “I knew things were 
tight. The Rosemont didn’t do very well under its past ownership but I thought 
things were turning around.”


An emergency board meeting was called to see what could be done to improve 
the organization’s financial position. Cates commented, “The problem was obvious. 
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There just wasn’t sufficient patient volume to generate the revenues necessary 
to cover expenses.”


Lloyd insisted, “It’s a temporary problem that will be rectified when the two new 
contracts are signed. One is with a local school system and one with the state.”


As a result of Lloyd’s confidence, Cates arranged for a $3 million line of credit 
with the local bank. He stated, “I wanted the line of credit to provide the organi-
zation with enough financial flexibility to get out of the woods!”


By the time Cates met Charles on the airplane things were bleak. Not only had 
patient volume continued to be insufficient to break even, The Rosemont had gone 
through most of the $3 million line of credit. The Rosemont was facing bankruptcy 
and needed help immediately. Cates asked Charles if he would be interested in 
consulting with The Rosemont and helping it get back on its feet. With the limited 
information provided by Cates, Charles was uncertain whether he could help but he 
agreed to make a two-day site consultation and report his findings to the board.


Charles Brown’s Report to the Board


After two days of intensive investigation it was obvious to Charles that The 
Rosemont’s problems would require two levels of intervention. First, a comprehen-
sive crisis management program had to be installed to reduce costs and increase 
short-term revenues. Second, a long-term strategic plan had to be developed that 
would position the organization for successful penetration of future markets. In 
his presentation to the board, Charles laid out the following recommendations.


Crisis Management: The Rosemont would enter into a management contract 
with TM, Inc. for a nine-month period at a base rate of $25,000 a month. TM 
would be responsible only to the board, it would appoint a CEO for the length 
of the contract, and Charles would be appointed to the board.


Strategic Plan: At the conclusion of the nine-month contract, TM would provide 
the board with a five-year plan and strategic recommendations. At the end of the 
contract period, TM reserved the right to purchase 13 percent of The Rosemont 
stock at the fair market price on the day the contract was signed. Any future 
contracts with TM would be negotiated at the appropriate times.


Response from the Board


The response from the board was mixed. Some members felt that spending the 
additional $25,000 a month would just put the organization further in the hole. 
Others were unhappy with the stock option component of the contract. Lloyd 
was very unhappy about the TM-appointed CEO and the fact that the con-
sultants would not be reporting to him. Although Cates was Lloyd’s brother and 
the financial backer of the venture, he was the only “outsider.” The remaining 
six board members included Lloyd and friends of Lloyd. Relationships ranged 
from “golfing buddy” to business partner in other ventures. One of the board’s 
members was a retired judge whose participation on the board was not based
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on his legal expertise but rather his golf connections. He was a member of  several 
local high-end country clubs and was viewed as “Mr. Network” among his peers. 
Two board members were partners in the accounting firm that audited The 
Rosemont’s books, one board member owned several businesses that provided 
various nonmedical supplies to The Rosemont and one member was a recovering 
alcoholic whose only apparent qualification was that he was a product of The 
Rosemont program and played golf with Lloyd two days a week. Acquisition of 
13 percent of outstanding stock would make TM the second largest stock holder 
and certainly shift the balance of power on the board.


Although there was a considerable amount of discussion over the merits of 
the proposal, the board realized that Cates had decided that he wanted TM. The 
bank was ready to call in its loans of approximately $4 million and the assessed 
market value of the organization was at best $2.5 million; therefore, liquidation 
was not a feasible alternative. The Rosemont had to be turned around!


TM’s Challenge


With contract in hand, Charles began the process for turning The Rosemont 
around. His first task was to find a CEO with health care and crisis management 
experience. Matthew Ibrahim immediately came to mind. As a consultant Matthew 
had a limited amount of experience in managing a behavioral hospital, but he had 
a wealth of experience in managing group practices in financial distress. Matthew 
was currently available to take on the assignment and was immediately hired as 
the contract CEO.


After spending a week at The Rosemont, Matthew reported to Charles, “My time 
will be totally devoted to two tasks: one, improving the organization’s efficiency to 
ensure a positive cash flow; and, two, improving employee morale.” He continued, 
“Although improving the efficiency of The Rosemont is critical to the viability of 
the organization, I realize that the organization’s long-run success will be deter-
mined by its ability to generate revenue. The Rosemont needs a marketing plan. 
We need a plan that will generate immediate revenues to bail the organization 
out of its current financial distress. Then we need to strategically position the 
organization for long-term success. I’d like to bring in DDN Marketing Systems. 
What do you think?”


DDN Marketing Systems was a database marketing group that had worked 
with TM on several previous projects and was highly regarded by Charles Brown. 
Charles readily agreed to subcontracting the marketing functions to DDN Marketing 
Systems.


All of the necessary expertise was now available to help The Rosemont. Given 
the precarious financial position the organization was in, Charles gave Matthew 
and DDN Marketing Systems a short lead time to recommend changes. Charles 
said, “I want a report identifying the major problems that have to be corrected 
and recommendations for correcting those problems within six weeks.”


With this deadline in mind, Charles asked Lloyd to set up a board meeting in 
seven weeks. Charles thought to himself, “Although my company is empowered 
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to make all of the operating decisions to immediately ‘stop the bleeding’ at The 
Rosemont, I think it’s imperative that the board has a comprehensive analysis as 
soon as possible. The better informed the board is, the more willing it will be to 
bite the bullet when it’s necessary.”


The Rosemont’s Organizational Structure


The Rosemont–Jackson had 100 beds and served mostly adult patients who pri-
marily had problems with drug and alcohol abuse. Management staff at the 
Jackson facility included a chief operating officer (COO), a comptroller, a chief 
of nursing, a chief of patient support services, and an administrative coordinator. 
Support staff included patient care staff sufficient for the current patient popula-
tion that fluctuated between 20 and 25 percent occupancy; and an administrative 
staff sufficient for full occupancy. Average reimbursement per patient day was 
$250. Approximately 95 percent of Rosemont–Jackson’s revenues were generated 
by inpatients.


The Rosemont–Bay Saint Louis had 50 beds and served mostly adolescents 
who had problems primarily with drug and alcohol abuse. Its management staff 
included a COO, a chief of nursing, a chief of patient support services, and 
an administrative coordinator. Rosemont–Bay Saint Louis’s support staff was 
short three nurses. However, the administrative staff was sufficient. Similar to 
Rosemont–Jackson, it had a reimbursement rate of about $250 per day and nearly 
93 percent of its revenues were generated by inpatients.


At Bay Saint Louis there was leased office space for corporate staff including the 
executive offices. Corporate staff was responsible for overseeing corporate strate-
gies and handling accounting and financial activities as well as corporate-level 
marketing. Management staff there included the chief financial officer, the chief 
executive officer, the marketing director, the accounting staff, and secretaries.


After several weeks’ involvement with his management audit, Matthew faxed 
a memo to Charles (see Exhibit 10/1).


Within a day of receiving Matthew’s communication, Charles received a fax 
from DDN Marketing Systems providing its analysis of The Rosemont (see 
Exhibit 10/2).


Decision Time at The Rosemont


With reports from Matthew and DDN in hand, Charles called a meeting of the 
board to decide what actions needed to be undertaken. Actually Charles knew 
what had to be done but he wanted the board’s participation so that they would 
buy into the significant changes that were necessary. The organization was cur-
rently expending $60,000 a month more than it was bringing in and the bank was 
getting very concerned. Making all the necessary changes was not going to be 
accomplished in one session. In fact, Charles decided to hold a series of weekly 
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 meetings designed to incrementally move the board along to a desired end result. 
Of immediate concern was maintaining the organization as an ongoing entity – 
there was a list of short-term “action points” that had to be implemented imme-
diately if the organization was going to stay afloat. If his change strategy worked 
correctly the board would “discover” these action points during the meetings.


Obviously the first step was to stop the bleeding and create a positive cash flow 
for The Rosemont. Unless the organization developed a long-term strategy that 
was responsive to the changing behavioral health market in the new millennium, 
the organization was doomed.


Exhibit 10/1: Memo to Charles Brown from Matthew Ibrahim


Date: 3/22/99
To: Charles Brown
From: Matthew Ibrahim
Re: Audit Update


Charles, I have spent a considerable amount of time looking at the organizational structure of The 
Rosemont and believe that some basic restructuring could save the organization a significant amount 
of money. The Rosemont is divided into three interdependent but separate facilities. The Jackson and 
Bay Saint Louis facilities both see patients with similar medical problems, however the Bay Saint 
Louis facility predominantly attends to the needs of adolescents whereas the bulk of Jackson’s patients 
are adult. In Bay Saint Louis there are executive offices and corporate staff that are housed inde-
pendent of the treatment facility. The total cost of maintaining the executive offices and staff is 
approximately $40,000 to $60,000 per month which is about one-third of The Rosemont’s total staffing 
budget. Jackson inputs all of its financial transactions, sends the source documents to the corporate 
offices to be reentered, and the corporate offices cut checks as appropriate. Essentially the same 
process holds true for the Bay Saint Louis facility. The Jackson and Bay Saint Louis computer systems 
are not compatible. As you know, both facilities are producing more expenses than revenues but 
in all fairness, you should know that the Jackson facility is being charged for all of the corporate 
expenses. The Jackson facility has a very competent comptroller.


All of the financial transactions for the Bay Saint Louis facility are being handled by the corporate 
staff. In fact, in an interview with the COO of Bay Saint Louis, I discovered that he has difficulty getting 
financial statements out of the corporate office. Most often he is merely told how far his facility is in 
the hole. The corporate offices house the CEO, marketing director, chief financial officer (the past CFO 
is still driving a Rosemont-leased vehicle and he’s been gone for 12 months), two accounting staff, 
and two secretaries. Although marketing activities are approved at the corporate level, all “hands 
on marketing” is done by personnel at each facility. Financial information is housed at the corporate 
offices and is reluctantly shared with the management of the two patient care facilities. In fact, the 
administrators at both facilities do not have the required information on revenues or expenses that 
are necessary to effectively operate the facilities.


For an organization of this size, I feel that it is overkill to have corporate officers and operating 
officers. Do we need systems at both facilities and the corporate offices? Do we need a corporate 
finance and marketing position when we have people at both facilities handling these functions on 
a day-to-day basis?


Listed below are concerns that I have uncovered that require immediate action. Please do not 
assume that this list addresses all of the organization’s problems, just the most immediate. Your recom-
mendations and guidelines would be appreciated.
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Concerns Requiring Immediate Action


 1. Of immediate concern: telephone personnel are not closing the sale when prospective clients 
call either institution. Information is provided and personnel “suggest” that the caller come in 
for help but that is the extent of the effort!


 2. Although commissioned referral agents have been effective in channeling patients to the Jackson 
facility, there are no contractual arrangements with commissioned referral agents at Bay Saint 
Louis.


 3. Salary rates for Bay Saint Louis are below community norms.
 4. Salaries for staff have been cut at both facilities and morale is low.
 5. There is a general lack of financial information available to all of the management staff.
 6. Because of a computer problem, Bay Saint Louis did not bill patients for a six-month period. At this 


point in time I estimate that less than 30 percent of total accounts receivable are collectable.
 7. Managed care contracts are out of date for both facilities – many contracts have expired and fee 


schedules are old.
 8. The recent Medicare Survey for the Bay Saint Louis facility suggests major changes have to be 


initiated. One building would not have passed inspection as a hospital. Luckily it was surveyed 
as business offices. We may not be that lucky next time. The other two buildings were only 
approved for the ground floor so the second floor cannot be used. Medicare indicated that in 
order to qualify for a contract we would need to spend in excess of $50,000 on renovations.


 9. Patient furniture at the Bay Saint Louis facility is totally inadequate and most of the patient 
furniture at the Jackson facility will need to be replaced soon.


10. Checks and cash for services are being received in a multiple of locations.
11. The two facilities are using two different pre-certification and authorization forms.
12. Bill verification is not consistent between the two facilities.
13. At Bay Saint Louis patients are being carried on the census unless they have not been seen in 


30 days – inflating its census significantly.
14. Bay Saint Louis is not validating the length of stay (LOS) with insurors to determine patient 


coverage.
15. Self-pay patients at Bay Saint Louis are really “no pay” patients.
16. No company-wide purchasing system or cost containment policy has been developed.
17. No uniform policy for petty cash between institutions has been established.
18. No uniform policy for accounts payable has been established.
19. No uniform policy for purchasing services has been established. This has resulted in significant 


price variances between the two facilities.
20. Medicaid contracts are far too slow in developing.
21. At least 25 percent of accounts payable are drastically in arrears.
22. Company-wide telephone services are too complicated and expensive. We have several different 


carriers and packages.
23. No criteria have been established concerning the need for cellular phones and personal calls are 


being paid for by the company.
24. Review of housekeeping costs for staffing, materials, and equipment suggests consideration of 


outsourcing this function.
25. Having clinical directors at both facilities seems redundant.
26. Having a director of nursing at both facilities seems redundant.
27. Jackson uses independent marketing contractors but Bay Saint Louis does not.
28. Although both facilities are part of the same organization, they operate as two separate entities 


with key management personnel failing to communicate.


Finally, I have to comment on the current and future financial position of the organization. With the 
limited, questionable, and poorly organized financial data available to me, I have determined a few 
expenses about which there is no question. We owe interest payments of $30,000 per month and 
insurance, payroll taxes, and automobile leases are $95,000 per month. It appears to me that well 
over one-half of our costs are fixed.


 


Exhibit 10/1: (cont’d )
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Exhibit 10/2: Memo from DDN Marketing to Charles Brown


Date: 3/23/99
To: Charles Brown
From: DDN Marketing Systems
Re: Marketing Audit


Charles, I have conducted a comprehensive audit of the marketing needs of The Rosemont. Attached 
is a report for your consideration. Please advise me as to where you would like to go from here.


Joshua


Marketing Background, Audit, and Strategy


Background


As a backdrop for repositioning the Company in the health care marketplace and to help establish the 
current trends, foibles, and reactions in the industry, a review of the big four in psychiatric centers 
was used to evaluate the market segment that the Company operates within. They are:


• Charter Medical
• National Medical Enterprises
• Community Psychiatric Centers
• Hospital Corporation of America


Although each has undergone various forms of reorganization, financial restructuring, etc. they seem to 
be surviving. It’s also evident that they are not blowing away the market financially. Margins seem 
to be very tight. The only companies that appear to be making money in health care right now are 
the corporate acquisition oriented groups, which should be short lived.


There is little doubt that there has been a significant drop in demand for psychiatric services. The 
number of free-standing clinics is dropping at a rate of 6 percent a year. Profits are shrinking and 
ALOS is down virtually everywhere; also, many are experiencing public relations problems.


All of the large psychiatric chains are struggling financially because of managed care. Examples 
include:


• Community Psychiatric Centers, one of the big four, took a restructuring charge of $843,000 and a 
net operating loss of $1.3 million last year.


• Charter Medical Corp. emerged from bankruptcy in the early 1990s with $1.1 billion in debt.
• Last year four of the top five psychiatric chains experienced an 8 percent decline in patient days.
• A recent survey of 434 free-standing psychiatric hospitals found that patient revenues fell by 


9.1 percent.
• Sandy Lutz, who writes extensively on psychiatric care for Modern Health Care contends that 


managed care is a far heavier influence on psychiatric hospitals than on acute care hospitals.
• About 70 percent of the largest companies in the United States offer employee assistance pro-


grams. General Motors has found that for every $1 spent on alcohol abuse treatment, it gains $3 
in productivity.


A nationwide survey of mental health providers, insurors, employers, and others sought to find 
strategies that would work in this era of falling inpatient days, tighter cost controls, and greater 
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demands for accountability. The survey found no clearly successful responses to the negative forces 
currently facing the industry. It did discover six common suggestions from the respondents:


• Aggressive inpatient utilization management: particular emphasis was placed on recognizing that 
the one paying the bills cannot be snubbed!


• Leverage strengths and tailor services to meet local markets.
• Market face-to-face with the true referral sources.
• Create a distinct organizational structure for outpatient services.
• Closely monitor program profitability.
• Implement responsive information systems.


Mac Crawford, president and CEO of Charter Medical Corporation, went one step further. Crawford 
stated that partnerships must be formed to survive and that Charter would initiate a major effort 
to form relationships with not-for-profit systems. In addition, Charter Medical Corporation initiated 
an aggressive vertical integration strategy by acquiring psychiatric group practices and other health 
professional practices.


McClean Hospital outside Boston demonstrates the changes and problems facing the industry. 
McClean is known nationally as an outstanding provider of inpatient treatment and has been the 
institution of choice for many well-known individuals. Because of managed care, it is now seeing 
much shorter lengths of stay. An average treatment unit historically would serve 90 patients a year. 
Now, in order to generate the same revenue, a unit is serving 500 patients a year.
  To address these industry changes, McClean developed its Clinical Evaluation Center that is rapidly 
becoming a national model. The Clinical Evaluation Center is the entry point for patients in a continuum 
of care that emphasizes short-term stays and outpatient programs. Patients are evaluated by a team of 
medical specialists to determine the most appropriate treatment modality for them.
  Intervention may range from outpatient services to residential services to inpatient services in a 
traditional hospital environment. Regardless of the modality selected it is obvious that the current 
trend is toward very short inpatient stays – as little as 24 hours for detoxification of the patient. 
Outpatient group and individual therapy sessions can range from 3 to 12 months depending on the 
individual and the type of addiction.
  Although a 28-day inpatient stay was the norm for alcohol abuse up until the early 1990s it is now 
virtually impossible to get a 28-day inpatient stay funded. Although the numbers vary by institution, 
average length of stay for the typical behavioral health center has declined by 75 percent in the late 
1990s and it appears that it will continue to decline in the new millennium.


Independent Audit


A marketing audit of Rosemont– Jackson and Rosemont–Bay Saint Louis was conducted on September 
19th and 20th. The following analysis and recommendations are based on extensive interviews with 
key personnel at both facilities, an examination of marketing documents, and a general review of 
patient distribution at both facilities.


Although there is strong recognition of the need for extensive marketing at both facilities, most of 
the current marketing efforts are informal, appear to lack a strategic focus, and are reactive rather 
than proactive. The primary marketing tool utilized at both facilities involves networking. Although 
networking is a valid marketing strategy for all organizations (particularly small organizations) it should 
not be viewed as an exclusive strategy but, rather, incorporated into a planned mix of strategies. In 
addition, current networks may not be maximizing referrals, nor providing a patient mix that maxim-
izes revenues.


Exhibit 10/2: (cont’d )
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To maximize revenues there must be a mix of inpatient and outpatient services reimbursed 
by Medicare, Medicaid, and private pay insurors. Currently 90 percent of Rosemont–Jackson’s 
patients are funded by Medicare and Medicaid. The remaining 10 percent of our patients are 
private pay or young people covered by contracts with local school systems. A major school 
system contract is up for renegotiation next month and I’m not sure if The Rosemont will win the 
award.


Our problem with low occupancy (20 –25 percent) will be magnified but the trend is toward shorter 
stays in the coming years. In fact with the emphasis on shorter inpatient stays and more outpatient 
therapy sessions for both adults and adolescents, The Rosemont is going to have to increase its 
patient load threefold over the next two years.


Although the marketing audit did not focus on a financial analysis of the Company, it is difficult 
to evaluate the effectiveness of an organization’s marketing efforts without evaluating the financial 
consequences of those efforts. A review of the financial information available suggests that there 
have been insufficient controls in place to allow one to compare revenue generation with marketing 
expenses.


One might infer from the patient mix that current marketing efforts have resulted in a skewed 
patient base weighted heavily toward beneficiaries of various social programs – particularly Medicaid. 
Obviously being a “Medicaid facility” does not produce the strongest revenue flow! Although there 
are a number of managed care contracts in place, patient distribution does not reflect a balanced 
demand schedule across payors. There is a loose leaf binder filled with managed care contracts 
and employer contracts, but the institution is currently not getting enough patients from these two 
sources to bother counting. It appears that somewhere along the line someone made an attempt to 
market The Rosemont to area employers and area managed care companies; however, there has been 
no follow-up, no effort to build referrals from physicians associated with these two sources, and in 
general a total lack of effort. One could not “guesstimate” the potential revenues from these contracts 
because they are out of date and it appears that the negotiated prices were based strictly on individual 
communication. The difference for an uncomplicated alcohol abuse treatment plan between managed 
care organizations ranges as much as 150 percent. Which pricing structure represents a careful analysis 
of actual costs is anyone’s guess. Since managed care penetration has grown from 10 percent to 
40 percent in the Jackson market over the past five years and Jackson is a leading industrial center 
in the state, these two sources of patients – managed care and business contracts – are critical to 
the organization’s long-run success.


The physical facilities at both locations are not conducive to attracting insured and self-pay 
patients. One might argue that regardless of the marketing efforts of the company, its ability to pene-
trate nongovernment supported markets is going to be severely limited by its physical facilities. 
Because the Jackson facility represents a significant fixed asset for the organization, efforts should 
be undertaken to renovate it to accommodate the insured market or sell it and move to better 
facilities.


The treatment protocols for mental health and substance abuse are changing dramatically. Cost-
driven decision-making is continuously pressuring health care providers to: (1) reduce average LOS; 
and, (2) shift more and more care to an outpatient basis. Interviews with key personnel at both facilities 
demonstrated keen insight into these changing trends but a lack of marketing focus to accommodate 
these trends is inhibiting the organization’s ability to strategically position itself to target tomorrow’s 
market. Although outsourcing marketing to independent marketing contractors has been quite beneficial 
for the Jackson location, it should be recognized that these referrals are primarily inpatient stays. 
Obviously, with a 100-bed facility, inpatient admissions are critical and there must be an ongoing 
effort to increase inpatient admissions; however, the future growth market in both mental health and 
substance abuse is in the outpatient arena.


Exhibit 10/2: (cont’d )
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The Rosemont’s Admissions


1. A physician may refer his or her patients. This accounts for about 20 percent of our patient 
population. The Medical Director of Rosemont–Jackson is well known and well respected, so this 
number should be considerably higher.


2. A patient learns of the facility from a friend, counselor, phone book, etc. and puts in a call for 
help. The patient is advised to come in, is evaluated by our Medical Director and admitted. 
This mechanism represents about another 20 to 25 percent of our patient admissions. A major 
problem here is that no one knows how many patients are lost; that is, they call but never 
come in.


3. Independent Marketing Contractors channel patients to the institution. There are numerous types 
of contractors and I will be happy to discuss them with you on a one-to-one basis but suffice it 
to say that at this time one independent marketing contractor accounts for over 20 percent of 
Rosemont’s patient admissions and nearly all of them are funded by Medicare or Medicaid.


4. The remaining patients are mostly referred by state agencies, school counselors, and a sundry of 
other behavioral health care professionals.


Once again, very few of these patients are channeled from managed care organizations, individual 
employers, or other third-party payors.


The Company should immediately implement an ambulatory Detox care program. This strategy 
would accommodate two issues currently confronting the organization: (1) poor physical facilities, and 
(2) skewed patient mix. An ambulatory program should be initiated and targeted toward individuals 
requiring intervention but not inclined to stay at either of the Company’s facilities and individuals 
who view the opportunity cost of an inpatient stay as exceeding the benefit. Interviews with key 
personnel suggest both the ability and interest in initiating an ambulatory care program. Although a 
competitive profile for both locations is in the development stage, it appears that the Company can 
develop a distinct competency that will allow it to differentiate itself from the competition should it 
choose to develop an ambulatory care program.


On-Site Evaluation


To evaluate the effectiveness of the Company’s marketing efforts and identify areas for improvement, 
12 specific questions were addressed. Each of these questions, along with our observations is 
provided.


Does the Organization Have a Marketing Department /Division?


Technically, the Company has a marketing department with several positions identified. The individuals 
filling these positions are responsible for virtually all of the marketing decisions for the organization. 
Although the efforts of the marketing group appear to be extensive, they are accomplished in a very 
loose structure and driven by informal communication among key personnel. There does not appear to 
be a clean division of responsibilities; for instance, an identified position responsible for mass media 
communication, direct mail, and telemarketing, and another designated for public relations, contract 
negotiations, etc. As a result, there appears to be some overlap of duties and responsibilities in some 
areas with voids in others. For example, Public Relations appears to be limited to participation in 
various groups, attendance at major functions, and one-on-one communication with key people 
in the community. However, organized efforts to ensure regular press releases, media coverage of 
innovative programs, etc. are nonexistent. The Jackson location recently solidified a relationship 
with a noted psychiatrist in the area to become its full-time Medical Director. There was no coverage 
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in the local press. Efforts to stimulate demand through independent marketing contractors have 
been successful and should be continued. A recommendation for the continuation of this strategy is 
provided in the recommendations section.


Does the Organization Have Clear Marketing Goals?


Key personnel at neither facility were able to identify formal marketing goals for the Company. These 
goals may exist somewhere but they have not been communicated to those individuals who have 
the operational responsibility to implement them. Through interviews, it was evident that many 
individuals had informally identified a strategic direction for the Company, but there was no formal 
comprehensive focus directing the marketing efforts of the organization. Without some fundamental 
quantifiable goals it is very difficult for management to evaluate the efficacy of various marketing 
strategies or evaluate performance. For example, how does one evaluate the performance of the 
satellite programs without baseline criteria to measure against?


Does the Organization Have a Marketing Plan?


Market penetration and market development appears to be reactive, based on opportunity. Although 
opportunity should be a driving force in decision making, planned opportunity generally results in 
higher levels of success than spontaneous opportunity.


Does the Organization Have Clearly Defined Marketing Strategies?


In some areas marketing strategies are clearly defined although in others it appears that insufficient 
attention is paid to the relationship of specific strategies to specific outcomes. The strategy of utilizing 
independent marketing contractors to stimulate admissions is quantifiable and relatively easy to 
track. The Community Service Workshop Series is an excellent vehicle to build bridges with the 
referring community. However, it is difficult to measure the effectiveness of extensive networking 
with demand. Intuitively, one might logically argue that this strategy yields recognition for the Com-
pany throughout the community, but the current database system does not allow one to determine 
a cost /benefit relationship.


Is the Current Database System Market Oriented?


There is sufficient data being generated by both facilities concerning their captured market to generate 
effective marketing decisions. However, little information is being formally generated. There is no 
evidence of any formal market research being conducted which would provide the organization 
with the information necessary to develop strategies for capturing new markets or evaluating the 
attitudes/perceptions of the environment toward the company. All of the operating managers inter-
viewed were universally unfamiliar with any financial information concerning the company. Although 
this is a problem of huge proportion, it is currently being rectified and managers will be provided 
with the financial information necessary to accomplish their jobs.


Does the Organization Maintain Clearly Defined Linkages with Potential Referring Physicians?


Efforts are made on an individual basis to keep physicians informed about patients and “thank you” 
notes are sent to referring physicians. However, no established policy is in place outlining a standardized 
procedure. Through networking, contacts are established with physicians but little emphasis is placed 
on sponsoring conferences, providing luncheons, distributing promotional items, and so forth.
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Does the Organization Maintain Clearly Defined Linkages with Social Agencies?


Many of the staff conduct seminars, provide lectures, and speak to various civic and professional 
groups. These activities appear to be done on a spontaneous basis reacting to requests from 
the community. There is no formal program outlining a strategy for developing linkages with the 
community.


Does the Organization Have Contractual Arrangements with Medicare and Medicaid?


A substantial portion of the revenues generated by the Company are through government programs. 
It appears that Bay Saint Louis will be eligible for Medicare in the very near future, providing increases 
in revenue for that facility. Although Medicare and Medicaid are excellent sources of patients for The 
Rosemont, caution should be used to ensure that patient distribution is not excessively skewed.


Does the Organization Have Managed Care Contracts?


The Company has a substantial number of managed care contracts, but many of them are out of date. 
A casual review of the pricing structure across contracts suggests significant variations in pricing. 
Although there are numerous contracts, the percentage of contract patients relative to total patient 
admissions is quite small. There must be constant interaction between the Company and local plan 
managers, MSOs, and managed care companies.


A plan must be developed to target mid- and small-size businesses, emphasizing personal contacts 
with operating managers within these organizations. Although it is the responsibility of corporate staff 
to negotiate contracts, the entire organization must speak from the same sheet of paper when talking 
with business and industry. Currently, the chaos in financial information makes it nearly impossible 
to determine the break-even point for specific patient services. There is no evidence that the Com-
pany is providing services under any contract at below the break-even point, but the potential certainly 
exists. Because of facility limitations at both locations (insured patients want a more pleasant looking 
facility), an ambulatory care program may be an excellent vehicle for increasing demand among 
businesses.


Does the Organization Have a Comprehensive Employee Assistance Program?


An employee assistance program (EAP) is in place but has not been operationalized. The demand for 
EAPs is growing rapidly and no longer provides an organization with an instant distinct competency. 
But, a comprehensive EAP can provide an organization with a competitive advantage if developed 
and marketed appropriately. The Company should consider developing an EAP that emphasizes 
a holistic approach to substance abuse and mental health – that is, counseling, education, and when 
necessary, treatment. Once again, emphasis should be placed on the mid- to small-size businesses. 
Many large organizations provide an in-house employee assistant program with full-time professionals 
employed by the company but it is rare to find an organization with 250 or fewer employees doing 
so. With some marketing efforts on The Rosemont’s part, I see no reason why it cannot contract with 
multiple businesses in the area to provide these services.


Does the Organization Have a Distinct Competency That Differentiates It from 


Its Competitors?


When asked this question, employees consistently referred to quality as the company’s distinct 
competency. Although quality may be the organization’s distinct competency, the inadequacy of its 
physical facilities are contradictory to a quality image. For the Bay Saint Louis location, it appears 
that the company has a strong niche in adolescent care. Additional emphasis should be placed on 
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capitalizing on this niche throughout the state and relationships should be developed with inde-
pendent marketing contractors specializing in adolescent care.


Is the Organization Strategically Positioned to Respond to Increases in Outpatient and 


Decreases in Inpatient Services?


Programs and facilities must be developed to maximize on the trend toward outpatient care. It is 
not suggested that inpatient services be abandoned, but it is suggested that a balance must be 
obtained.


Assuming that quality is a distinct competency of the Company and recognizing the limitations of 
the physical facilities, one might make a strong argument that increases in outpatient services are a 
key to improving the short-run as well as the long-run financial health of the organization.


 


Exhibit 10/2: (cont’d )


both10.indd   630both10.indd   630 11/11/08   11:51:27 AM11/11/08   11:51:27 AM













	Applied Sciences
	Architecture and Design
	Biology
	Business & Finance
	Chemistry
	Computer Science
	Geography
	Geology
	Education
	Engineering
	English
	Environmental science
	Spanish
	Government
	History
	Human Resource Management
	Information Systems
	Law
	Literature
	Mathematics
	Nursing
	Physics
	Political Science
	Psychology
	Reading
	Science
	Social Science
	Liberty University
	New Hampshire University
	Strayer University
	University Of Phoenix
	Walden University


	Home
	Homework Answers
	Archive
	Tags
	Reviews
	Contact
		
	




Copyright © 2024 SweetStudy.com (Step To Horizon LTD)



    

    
        
    
    
        
    
    
      
     
