
THE SITUATION
This project involved a 315-bed Joint Commission-accredited 
hospital with 800 employees, located approximately 15 miles from 
a mid-sized, Midwestern city. Multiple issues forced it into 
bankruptcy, requiring an outside turnaround team. The hospital 
went into receivership, and the bankruptcy judge functioned as the 
board chair and administrator. Receivables and payables were 200 
days outstanding.

OTHER PRESSING ISSUES INCLUDED:

As a first step, we selected an experienced turnaround team to rescue the situation and the 
community, engaging external consultants with hospital operations experience ranging 
from 10 to 30 years. The hospital terminated the CEO, CFO and DON who were replaced by 
interim executives with previous turnaround experience in each respective position. 

With the right plans and the right people involved, this failing hospital 
made a historical comeback and is now thriving.

WHEN THE ENTIRE COMMUNITY COMES TOGETHER, 
THERE ARE NO LOST CAUSES.

Mass physician 
exodus, and of 
those remaining, 
most spoke English 
as a second 
language and were 
not board certified 
in their specialties

Accreditation was in jeopardy and the hospital had 90 days before The Joint Commission survey. 
A provisional accreditation is normally granted in case of change of ownership (bankruptcy in this case) 
and then notified of pending visit in 90 days.

Exodus of 
professional 
employees as well as 
a recent collective 
bargaining contract 
for most of the 
remaining, 
non-professional 
employees 

Imaging, pathology, 
OR and ICU 
equipment was 
outdated or 
inoperable and the 
maintenance 
program was poor 
or nonexistent

The hospital’s 
image and 
reputation in 
the community 
was poor 

RECEIVABLES 
AND PAYABLES 
WERE 200 DAYS 
OUTSTANDING. 
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STRATEGIC PLANNING, A UNITED COMMUNITY EFFORT

We developed a short-range strategic plan for the first 120 days, as 
well as one for the long term, both with specific measurable criteria 
and milestones. The board of trustees and the bankruptcy judge 
representing all creditors approved the initial plan. While the 
long-range plan was being finalized, the short-range plan was 
implemented to establish payment plans to short-term creditors. 
With the management consulting team in place, we approached the 
bank for a line of credit that helped prop up operations for the first 
few months, updating them and other stakeholders frequently on 
our progress. 

We used the same short-range plan to approach physicians, 
community leaders and creditors, as well as the collective bargaining 
units, seeking their support and participation in developing a 
feasible long-range strategic plan. Fortunately, our vendors agreed 
to continue servicing supplies and equipment, effectively sharing the 
hospital’s risks while enhancing patient care.

INITIAL OUTCOMES PAVE THE WAY FOR FUTURE SUCCESS

Sixty percent of the physicians returned and began a significant recruiting effort to attract board-certified 
specialty physicians, the most critical need. Simultaneously, the turnaround team approached the local 
university medical school about establishing a residency program, another recruitment strategy. We shared the 
short-range plan with them, involved them in the planning process and were able to quickly establish a satellite 
residency program in the hospital.

Likewise, we approached CEOs of the competing hospitals and 
without exception, all gave their full support, as evidenced by 
their in-house staff to support radiology and pathology 
services while the ailing hospital rebuilt its team. The CEOs also 
shared their purchasing power, helping to reduce costs by 
allowing the ailing hospital to make purchases at their group 
purchasing organization’s lower rates. 

WE SOUGHT SUPPORT FOR 
DEVELOPING A LONG-RANGE 

STRATEGIC PLAN FROM:

PHYSICIANS

CREDITORS

COMMUNITY LEADERS

60%
OF THE 
PHYSICIANS 
RETURNED
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COMMUNITY OUTREACH AND SUPPORT

We also mounted an aggressive marketing campaign 
within the community. This included in-person outreach 
to community groups, meetings, appearances and 
one-on-ones with the CEO, CFO and DON as part of the 
plan and to reach the community leadership, community 
physicians and the media. No one wanted the 
community to lose the 800 jobs at stake, so they all 
bought into the plan. 

The hospital also prepared special progress reports, 
aimed at enhancing the image of the institution. For 
example, when the financial status of the hospital 
improved and initial loans were paid back, they held a 
public burning of the bank notes that received wide 
press coverage. They shared other achievements with 
the appropriate stakeholders who had been involved in 
the planning sessions.

The interim hospital leadership team, in conjunction with 
community leaders, set out to enhance the board’s 
composition by adding community leaders with more 
financial clout. They targeted and welcomed local and 
regional corporate leaders of Fortune 500 companies. 
Together, they were able to form a hospital foundation 
that was able to raise funds to supplement lagging 
patient revenue and allowed for capital purchasing for 
badly needed upgrades.

EDUCATION AND TRAINING INITIATIVES FOR KEY MANAGEMENT AND PHYSICIANS

Internally, in addition to enhancing hospital operations, efficiencies and funding, we trained and coached 
incumbent directors and supervisors, teaching those who were new how to create budgets and set meaningful 
goals and objectives. Formal training programs in specialty areas included coding, billing, collection, planning, 
maintenance, OR management, scheduling and purchasing. Several vendor contracts and payer 
reimbursement agreements were renegotiated. We also addressed key clinical issues, such as working with 
nurse managers, supervisors and directors on staffing ratios, standards of care, customer service, personnel 
management and budgeting.
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The hospital implemented a strong physician 
education/training program and standard protocols for 
physician notes and medical records completion, 
especially in light of the pending Joint Commission visit. 
The hospital purchased and installed a whole new 
dictation system to support the new 24-hour 
turnaround requirement. Despite initial push back from 
some physicians, they adhered to the new processes 
and standards, because they were part of the “get well” 
planning team.

Unfortunately, there was a substance abuse and quality 
problem among the medical staff. Once identified, 
physicians were sent to a physician rehabilitation facility 
for a year. Those who completed the treatment were 
welcomed back, regained their privileges and most 
became excellent providers providing good quality care 
to the community.

NO ONE WANTED 
THE COMMUNITY 

TO LOSE THE 
800 JOBS AT STAKE, 

SO THEY ALL 
BOUGHT INTO 

THE PLAN. 



STAFF
INCREASE

INTELLIGENT RECRUITMENT IN 
COLLABORATION WITH THE UNIONS

Finally, as operations and finances began to stabilize, 
our interim leaders focused more on the employees. 
They used temporary staffing agencies judiciously, in 
concert with the unions, to fill key professional staff 
shortages. Unions collaborated with us and helped 
return many of their qualified members who had 
walked out during the exodus. Staff was brought back 
only in proportion to rising patient volumes as 
opposed to some arbitrarily set standard. A deliberate 
recruiting plan was established to replace the 
remaining who should not, could not or would not 
return to the hospital. At the leadership/executive 
levels, we utilized internal and external executive 
search resources to seek and fill permanent leadership 
vacancies due to planned and unplanned departures. 

EDUCATION AND TRAINING INITIATIVES FOR KEY MANAGEMENT AND PHYSICIANS

Internally, in addition to enhancing hospital operations, efficiencies and funding, we trained and coached 
incumbent directors and supervisors, teaching those who were new how to create budgets and set meaningful 
goals and objectives. Formal training programs in specialty areas included coding, billing, collection, planning, 
maintenance, OR management, scheduling and purchasing. Several vendor contracts and payer 
reimbursement agreements were renegotiated. We also addressed key clinical issues, such as working with 
nurse managers, supervisors and directors on staffing ratios, standards of care, customer service, personnel 
management and budgeting.
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The hospital implemented a strong physician 
education/training program and standard protocols for 
physician notes and medical records completion, 
especially in light of the pending Joint Commission visit. 
The hospital purchased and installed a whole new 
dictation system to support the new 24-hour 
turnaround requirement. Despite initial push back from 
some physicians, they adhered to the new processes 
and standards, because they were part of the “get well” 
planning team.

Unfortunately, there was a substance abuse and quality 
problem among the medical staff. Once identified, 
physicians were sent to a physician rehabilitation facility 
for a year. Those who completed the treatment were 
welcomed back, regained their privileges and most 
became excellent providers providing good quality care 
to the community.

PATIENT
INCREASE



THE POWER OF PROGRESS

Another key result was a three-year Joint Commission recertification, with no major deficiencies. The leadership 
was able to take the certification to the community leaders, banks and vendors and garner even greater support, 
better and longer terms on lines of credit and contracts as well as increased confidence all around.  
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IN 18 MONTHS, WE HELPED THIS HOSPITAL BECOME ONE OF THE FIRST IN THE 
NATION TO COME OUT OF BANKRUPTCY, AND WE RECRUITED OVER 50 
BOARD-CERTIFIED PHYSICIANS, WELL ON THE WAY TO REACHING OUR GOAL OF 
100 WITHIN THE YEAR THAT FOLLOWED. TODAY, THE HOSPITAL IS VERY 
PROFITABLE AND ONE THE LARGEST EMPLOYERS IN THE COMMUNITY.


