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Objective of the Discussion: To gain a high-level 

understanding of service line planning for 

critical  access hospitals (CAHs)

Discussion Agenda:

• Definition of “service line planning”

• Objectives and benefits of service line 

planning in CAHs

• Using internal and external data to understand 

your financial and market position

• Sample of CAH service line modeling

Service Line Planning Concepts for Critical 

Access Hospitals



• Service line planning is a method of managing 

patient care around a specific disease tract such 

as cancer or heart disease

• Patients with a specific disease or condition 

typically require a common set of services and 

may have common needs and challenges. 

Organizing care around these common needs 

enables health systems to focus on relevant 

services and optimize service processes and 

patient outcomes

Definition of Service Line Planning



In order to effectively create a service line system 

of management within your health system, the 

following structure is required:    

• Defining the key service lines within your 

organization

• Defining the service line leader and team 

• Understanding the cost to deliver defined services    

• Understanding the reimbursement structure for 

such services (and payor mix)

• Identifying variation in care processes and 

creating best practice care “standards”

• Developing a reporting tool to monitor service line 

performance

Definition of Service Line Planning



• CAHs are typically considered small health 

systems that need to manage resources 

effectively to best meet the health needs of their 

primary service areas. Many include hospitals, 

physician clinics, home care departments and 

other ancillary services that should be managed 

along lines of care based on disease state or 

medical need

Objectives and Benefits of Service Line Planning 

in CAHs



Once information is organized and reported along key 

service lines, CAHs can work to improve the quality and 

profitability of key services by focusing on: 

• Evaluating payor performance and working with 

revenue cycle to maximize payments

• Understanding the true costs of caring for patients

• Identifying variation in care patterns across patients or 

physicians

• Maintaining strong lines of communication with the 

various players, particularly physicians

• Predicting, tracking and responding to changes in mix 

or volumes

• Plan services and resources

Objectives and Benefits of Service Line Planning 

in CAHs



Using Internal and External Data to Understand Your 
Financial and Market Position

Step 1:  Defining the key service lines within your organization

• Service lines organized around a common disease state or 
condition will require a mapping of services provided (claims) into 
each category

• While many health systems create their own service line definitions 
based on how they wish to track information, we often see services 
mapped into service lines as follows:

• Inpatient services:

◦ Major diagnostic category

◦ DRG

◦ Primary diagnosis

• Outpatient, ambulatory clinic and ancillary services:

◦ Primary diagnosis

◦ CPT codes

Service Line Planning for CAHs



Step 1:  Defining the key service lines within your organization

• Based on definitions and a mapping of claims, we often see health 

systems create the following service lines for reporting purposes:

◦ Cancer

◦ ENT

◦ Cardiovascular

◦ Gastrointestinal

◦ General medicine (including general surgery) 

◦ Neurology

◦ Orthopedics

◦ Pulmonology

◦ Urology

◦ Spine

◦ Women’s health

Service Line Planning for CAHs



Step 1:  Defining the key service lines within your 
organization

• While all health system services should ideally be mapped 
into a service line, not all service lines will require the same 
level of leadership and management within the organization.

• We recommend the top three to four service lines create the 
focus for a true service line model of leadership and 
management and relate cross functionally to other service 
departments within your organization, which may include:

◦ Lab

◦ Imaging

◦ Therapies

◦ Other diagnostic services

◦ Routine services

◦ Surgical services (including anesthesia and recovery)

Service Line Planning for CAHs



Step 2:  Understanding service line performance

• Once service lines are identified, it is essential to understand the 
current-state profitability of the service line for performance 
monitoring and improvement

• To understand current state profitability, we recommend the following 
analytical process:

◦ Obtain at least one year of health system claims for service line 
mapping and modeling

◦ The claims information (supplemented with patient accounts data) 
will include a wealth of information to help you understand:

 Patient demographics

 Services provided (such as CPT codes) and related charges

 Diagnosis codes

 Treating and admitting physician

 Discharge disposition

 Payor

 Reimbursement (form patient accounts)

Service Line Planning for CAHs



Step 2: Understanding Service Line Performance 

• Fixed and variable cost information by line item service 
included on each claim form will need to be assigned to the 
claim. Common cost information sources include:

◦ Cost accounting systems in place

◦ Ratio of cost to charges from the most recently filed 
Medicare cost report

◦ Relative value unit assignments

◦ Other methods

• Pulling it all together—the resource usage measured as 
charges, cost (fixed and variable), and reimbursement 
allowed on each claim will allow you to understand the 
relative significance of each service line, as well as the 
interrelationships between the service lines and support 
services (such as lab, imaging, etc.)

Service Line Planning for CAHs



• From this initial quantitative service line analysis, 
you can begin to understand cost of care, variation 
in care between providers and begin to develop 
improvement goals for the service line. 

• The service line financial model should be linked to 
other qualitative and quantitative information to 
create a comprehensive “story board” for top 
service lines within the organization such as:

◦ Physician Information: Supporting the service 
line (age/specialty), as well as physician demand 
in the market

◦ Quality Metrics:  How does your system’s 
quality compare to other benchmark standards?  
What opportunities are there to improve quality, 
value and patient satisfaction?

Service Line Planning for CAHs



◦ Market Metrics: What percentage of the 

market share does your organization have for 

top service lines? What is your opportunity to 

expand the service line? Sources to measure 

market share by service line include state 

hospital associations, Medicare claims data or 

others

◦ Financial: How does service line profitability 

align with other key service lines within your 

organization? What is the market potential to 

expand services? Does your organization have 

sufficient capacity and resources to do so?

Service Line Planning for CAHs



Financial Analytics by Service Line Data 

Source:  Hospital-Provided Claims Data

Sample Hospital



Sample CAH Service Line Modeling

Total CAH Services at a Glance

Sample CAHs overall hospital financial performance reflects a margin of 
14% on reimbursement. Overall, reimbursement as a percent of billed 
charges is 68%, which is supported by favorable reimbursement rates from 
commercial insurers. We typically see the relationship between charges 
and overall reimbursement trending at lower percentages.



Sample CAH Service Line Modeling

Total CAH Inpatient Services at a Glance

Inpatient services reflect 39% of hospital billed charges. From a 
financial perspective, Sample CAH is reporting a break even position.  
Orthopedic services provided the only significant inpatient positive 
margin for the CAH. 



Sample CAH Service Line Modeling

Total CAH Outpatient Services at a Glance

Outpatient services provided the positive margin for Sample CAH with 
gastroenterology services most positive in terms of total margin and 
total margin measured as a percent of reimbursement. 



Sample CAH Service Line Modeling

Patient Days by Service Line

Inpatient days are concentrated in the service lines as shaded 
above—focused on the obstetrical service line and services that are 
heavily weighted toward Medicare eligible patients such as 
pulmonology services. This internal data can also be benchmarked 
against market data to understand relative market share of each 
service within the Sample CAH’s defined market area.



Medicare identified a number of issues that are potentially deemed 
“ambulatory sensitive” as shaded above, which suggests potential 
treatment in an outpatient or less intensive setting than an inpatient 
stay. As these reform initiatives evolve, inpatient stays for these types 
of conditions may decrease.  

Sample CAH Service Line Modeling

Pulmonary Inpatient Days



Patients covered by commercial insurance (28% of total) are providing 
Sample CAH a significant margin on services. As expected, Medicaid 
reimbursement, while covering the hospital’s direct costs, does not cover 
most of the allocated overhead costs associated with services. Medicare 
sequestration reduced cost-based reimbursement by 2% in fiscal 2014.

Sample CAH Service Line Modeling

Profitability by Payor



• Service line planning is a formal process of 

identifying, organizing, reporting and evaluating 

key services within your organization for more 

effective monitoring of performance and more 

effective planning for the future.

• It enables you to:

◦ Understand the profitability associated with the 

service, as well as key drivers to the success of 

each key service line

◦ Predict, track and respond to changes in case 

mix or volumes

◦ Plan to expand services and resources in a 

more focused way

In Summary
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