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CO$T ACCOUNTING
Why I

needneed Why I
lovelove

Our Problem:
There’s real frustration across our healthcare leadership team 
because we don’t understand our cost structure. We are not 
trying to be a bargain shop, as we take pride in having high-end 
providers and services. We also have the fl exibility to focus on 
areas of profi tability, but lack the tools to drill into our true costs at 
the level of granularity that could really help our strategic focus. 
Our Problem:
We get asked all the time how we are performing on a particular 
service or to compare which physicians are most cost-effective 
for certain services. Answers to these questions impact our 
service offerings and pricing. 
A simple question like “Are we making money on this ortho 
service?” takes a minimum of 3-4 hours to answer, and a great 
deal of back and forth between departments. Even then, we 
wonder about the accuracy. Right now, it’s virtually impossible to 
determine exact profi tability of a given service line. 
Our Problem:
We don’t have the resources larger systems have to effectively 
negotiate insurance and other service contracts. Commercial 
payers are getting really sophisticated. They want to move away 
from percent-of-charge and fee schedule contracts to more 
complex models, and they have all our data and our competitor’s 
data to aid in their decision making. On our side, we have 
little visibility to our own costs, so we’re not really negotiating 
contracts—we’re guessing at what we think we can demand. 

In: Platteville, WI
Beds: 25
Net Revenue: $55M

In: Alliance, OH
Beds: 204
Net Revenue: $89M

Our Solution:
We use Cost Accounting to measure profi tability, and rely on 
it to make informed decisions. Every report we get is a cost 
analysis in and of itself. Our directors look at the CDM (Charge 
Description Master) every quarter. If we are losing money on a 
detailed item, we adjust to make it profi table. Our CEO wanted 
Cost Accounting, and it’s one of the reasons we are profi table.
Our Solution: 
Financial analysis is easy. We know by provider, by procedure, 
by service line the cost of every detail that hits a patient bill. 
Cost Accounting works from the ground up to guide our service 
offerings. 
As an example, we recently completely eliminated our OB 
department. It was very high in Medicaid, and it was never 
profi table, but after additional cuts to our DSH (Disproportionate 
Share Hospital), we knew keeping it open would be more of a 
drain on our bottom line than we could allow. 
Our Solution:
We have a large Medicare/Medicaid mix coupled with a large 
cash-pay population. We depend on Cost Accounting to 
understand our costs, establish pricing and negotiate contracts. 
We also know when we are going to lose money. For example, 
we have a Readmissions report. Readmissions mean less 
reimbursement, so we assign case managers to the biggest 
offenders. We do not get pinged at all now for readmissions.

We are a Critical Access 
hospital. We need negotiating 
power and the ability to 
analyze profi tability of the 
services we offer.

— Jesse Sookochoff, CFO

We’ve had Cost Accounting 
since the early 90s. As a small, 
independent facility, it’s is one 
of the reasons we’ve stayed 
profi table, and in business.

— Rob Hritz, Director of Finance
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