
1 CASTLING PARTNERS  ISSUE #04/2017

ISSUE 04/2017
LEADERSHIP INTERVIEW SERIES

When health care executives are asked, “Is 
your rehabilitation department delivering high 
quality care and achieving optimal financial 
performance?”, they may find it difficult to give 
a confident response. Despite its high patient 
experience scores, strong outcomes and high 
demand, rehabilitation historically operates 
below the radar of an executive team. 

As markets shift to more ambulatory services 
and emphasize post-acute care coordination 
and bundled payments, leaders should begin 
prioritizing rehabilitation service as an impor-
tant part of their organization’s overall growth 
and cost containment strategies.  

In this interview, Patrick Tarnowski, PT, MBA will 
share his experience leading the development 
of a rehabilitation clinical service line, describe 
the value rehabilitation brings to an organiza-
tion and how market forces are creating op-
portunities to develop rehabilitation services. 

Zismer: Health systems have offered rehab 
services for decades, but most executives don’t 
understand it.  Why is it important for an orga-
nization to focus on rehabilitation? 

Tarnowski: There is an adage in rehabilitation 
that says it is “overlooked and under scruti-
nized.” Unlike traditional clinical service lines 
designed around physician subspecialty or or-
gan system, rehabilitation intersects with each 
subspecialty by focusing on patient function, 
mobility and independence irrespective of dis-
ease.  Not “owning” a specific organ system, 
can create an identity crisis of sorts for rehab 
and challenges executives to effectively deploy 
rehab assets.

Rehab can be a competitive advantage for a 
health care organization given the demand 
for services continues to increase.  Outpatient 
physical therapy has been growing at 7% annu-
ally for the past three years and is showing no 
signs of slowing. There is similar demand for 
inpatient services as more research supports 
the use of therapies in the acute care setting. 

Organizations with a well-run rehab program 
can leverage this growth as both a patient ac-
quisition and retention strategy. 

Zismer: This implies an organization needs a 
strong internal marketing and referral capture 
process to fill its rehab service and minimize 

the number of patients leaving the system? 

Tarnowski:  Correct. Use primary care as an 
example.  37% of all PCP visits are for mus-
culoskeletal diagnosis. On average, 2.25FTE of 
PCP can fill an outpatient physical therapist’s 
schedule if they are referring appropriately. 
Building those referral patterns takes time, 
trust and effective internal sales as well as 
the data to track referrals in, referrals out and 
rationale for both.  If done well, robust rehab 
systems can achieve 85-90% “referral keepage.” 

Zismer: I understand that the rehab team has 
clinical expertise that intersects with all service 
line, but how do you demonstrate the value re-
hab brings to an organization? 

Tarnowski: There is strong data showing re-
hab’s economic and clinical value. Let’s con-
sider a few examples from inpatient and out-
patient perspectives:  

• Multiple studies have shown that add-
ing therapies early in an ICU stay reduces 
both length of stay rates of delirium.  The 
cost saving of a shortened ICU stay will, 
over time, more than cover the expense 
of rehab staffing in a DRG payment model.  

• Joint replacement centers place early 
therapies at the center of the program 
because it contributes to a shorted length 
of stay, fewer readmissions and improved 
long term outcomes. 

• Several national payers are positioning 
physical therapy as the preferred point 
of entry for low acute back pain because 
it is the most cost effective intervention. 
As organizations move to bundled pay-
ments for low back pain and value based 
reimbursement, it will be important to 
lead with the most effective interventions 
available. 

Focusing back on today and our predominantly 
fee for service payment structure, efficient out-
patient rehab can positively impact an orga-
nization’s bottom line. Forward thinking orga-
nizations have recognized this opportunity by 
co-locating rehab services with primary care, 
orthopedics, podiatry and rheumatology free 
standing clinics. It builds referral relationships, 
improves care coordination and offers patients 
access to care near their home. 

Zismer: It sounds like the opportunity to build 
up a rehab service requires quite a bit of com-
munication across the organization. 

Tarnowski: You are right; it takes work to build 
a rehab program that functions as both a ver-
tical service line and integrates with other 
service lines. Many subspecialties don’t know 
what rehab can offer their patients. Rehab 
leaders must be effective advocates and able 
to speak multiple subspecialty languages.  

There was a point early in the process of build-
ing a rehab service line when I had dotted 
line reporting into 11 different hospital execu-
tive teams each of which had unique rehab 
needs for their community. Using a deliber-
ate approach that began with understanding 
the local landscape, my team implemented 
operational and clinical consistency and then 
launched programs that improved volume, fi-
nancial performance and enhanced the local 
hospital’s position in the community. 

Zismer:  You have had the opportunity to do 
analyze several hospital rehab departments.  
Are there common areas of under performance 
that executives should be aware of? 

Tarnowski: Absolutely.  In my experience, most 
rehab departments lack a solid reporting pack-
age to manage against resulting in: 

• Mismanaged productivity

• Under billing/coding 

• Inefficient/incomplete documentation 

• Sub optimized clinic schedules 

• Limited insight into cancellation/no show 
rates 

• Poor referral tracking 

• Poor visibility into department financial 
performance 

• Inconsistent clinical practices 

While well intentioned, many rehab leaders 
were promoted into their role based on pro-
ductivity or tenure.  Often, they do not receive 
robust training in clinical improvement, pro-
ductivity and budget management skills. 
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These gaps frustrate the clinical team and 
make performance improvement difficult. The 
good news is that these gaps can be addressed 
quickly with the right data, the right training 
and executive/consulting support.

Zismer: When you have evaluated the perfor-
mance of outpatient rehab programs, what are 
your 3 or 4 top problems that when fixed, will 
improve productivity, financial performance 
and the referring provider and patient experi-
ence?

Tarnowski: The first thing to address is their 
patient experience.  That sounds elementary, 
but consider the facts: only 30-40% of patients 
complete their entire prescribed course of 
therapy. One source estimates that a typical 
outpatient clinic misses out on $250,000 an-
nually to patients who discontinue care before 
finishing their rehab program. In my experience 
outpatient providers focus so much on build-
ing new referral streams that they neglect the 
experience their current patients have in their 
clinic. Rehab leaders must turn the lens upon 
their own operations to evaluate their entire 
patient journey from telephone/on line regis-
tration, to onboarding paperwork, cash collec-
tions, ease of scheduling and communication 
with referring physicians. Unhappy patients 
tell their referring physicians their rehab ex-
perience was poor negating the work it took to 
build that referral. In contrast, happy patients 
tell their friends and their doctors quickly 
building positive word of mouth. 

From there, rehab departments must: 

• Provide convenient and immediate (same 
day) access to care 

• Regularly audit providers billing practices

• Communicate regularly with referring pro-
viders regarding patient progress to elimi-
nate surprises 

• Share data regarding financial perfor-
mance, quality, patient experience and 
department goals with the rehab team

Zismer: Can rehab be a profit center for an or-
ganization? 

Tarnowski: Yes. While there is little revenue 
generated from acute care rehab due to the 
DRG payment, effective rehab leadership can 
ensure the department is run efficiently and 
helping an organization’s length of stay and 
readmission efforts.  The revenue generated by 
outpatient services, if managed well, can con-
tribute a positive margin. 

Zismer: I imagine finding inconsistent clinical 
practice is an immediate red flag. As we slowly 
shift from volume to value based reimburse-
ment, and post-acute bundled payments, re-
ducing waste will become even more impor-
tant in rehabilitation wont it? 

Tarnowski: There is room to improve clinical 
consistency among rehab providers. Multiple 
studies show widespread variation across all 
regions of the country.  Too often care is based 
upon the provider’s individual preferences in-
stead of evidence.  Rehab can begin to address 
this issue by agreeing to a common assess-
ment tool for specific diagnosis or conditions. 
A typical place to start is low back pain. Getting 
providers aligned along a common, evidence 
informed theme will reduce variation each 

time a new patient is evaluated.  As providers 
get comfortable unifying around a common 
assessment, they add common treatment ap-
proaches and rule out interventions without 
an evidence base. This ultimately improves 
outcomes and engages patients at a higher 
level. 

Sometimes overcoming institutional inertia is 
the most challenging part of changing rehab 
practices.  I had the opportunity to launch a 
musculoskeletal specific rehab service in mul-
tiple markets across the country. As we on 
boarded new team members, we made it very 
clear that our practice pattern was defined 
and providers were expected to practice within 
our clinical guardrails. It worked. We delivered 
outcomes in the 90th percentile, with a 99% 
patient satisfaction score in half the number 
of predicted visits.  So yes, it is possible to cre-
ate clinical consistency that achieves the triple 
aim in the rehab area. 

Zismer: You’ve mentioned the post-acute care 
continuum a few times. What part does rehab 
play in coordinating care across the different 
service areas? 

Tarnowski: There are a lot of players in the 
post-acute continuum: Inpatient rehab, home 
care, skilled nursing, outpatient care. Each has 
its own regulatory requirements and payment 
methodologies. These administrative barriers 
can interfere with care transitions and com-
munication among providers. While federal 
agencies have agreed upon a common out-
come tool for post-acute care settings, until it 
is implemented, individual systems will need 
to create their own internal communication 
processes.  Because rehab providers deliver 
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care in each setting, organizations would be 
wise to empower the rehab team with leading 
these initiatives beginning with clinical proto-
cols that are shared across each site of service 
and monitored for compliance. This coordina-
tion has been shown to reduce readmissions 
and drive patient experience scores in the right 
direction. 

Zismer: Tell me more about the process of 
building a strong rehab program. Where should 
an executive start? 

Tarnowski: It begins with establishing a lead-
ership structure that facilitates cross function-
al communication. The organization should 
be deliberate in choosing the executive with 
oversight for rehab.  There should be strong 
connections to the service lines that are likely 
to share patients with rehab such as orthope-
dics, neurology, oncology and primary care.  In 
addition, the leader should have insight into 
discharge planning/care coordination to help 
connect these important functions. 

Next, the organization must have a passion-
ate, knowledgeable rehab leader who is part of 
clinical service line leadership meetings. This 
is a very important hire requiring exceptional 
communication and at times almost states-
man like skills to work across multiple loca-
tions and complimentary service lines. Rehab 
will often have to “pull” referrals from other 
providers until trust is established and referral 
patters are routine.  The leader must be able 
to effectively represent and position rehabili-
tation because, just as executives can struggle 
to understand the breadth and value of rehab 
services, so to can other subspecialties.  Creat-

ing open conversations about clinical intersec-
tions collaboratively will save an organization 
much time and expense and nip any potential 
“turf battles” before they begin.

Zismer: Are there other areas have you found 
that executives should be aware of as they at-
tempt to build a robust rehab function? 

Tarnowski: There are a few others:  

1. Access to services.  I mentioned the grow-
ing demand for rehab earlier.  In some 
organizations, it is not uncommon for a 
patient to wait 2 weeks before beginning 
therapy.  Imagine you have acute pain-
that’s an unacceptable wait and you will 
likely seek out another treatment option 
outside your system. That is a patient lost, 
a poor experience and missed revenue 
opportunity.  Rehab departments and 
their executives should be open to staff-
ing clinics with extended hours and con-
sider using telerehab to improve access.  

2. Tight rehab labor market. Executives may 
approve hiring more rehab providers to 
improve access, but there are very few of 
them on the market. Organizations must 
be willing to develop a strong rehab work-
force plan that includes aggressive, long 
term recruiting of those still in their aca-
demic programs and clinical residencies. 

Zismer: As you look 5-10 years into the future 
of rehabilitation, what do you see? 

Tarnowski: Demand for services will continue 
to grow creating more opportunities to build 

rehab services.  Today, 46% of all rehab is mus-
culoskeletal in nature. That percentage will in-
crease as will our ability to deliver much more 
customized rehabilitation. There is a quickly 
emerging science focusing on the genetic up 
and down regulation of muscle performance 
that will revolutionize how we rehabilitate 
someone following an injury. 

The tight labor market and capital constrained 
organizations will be challenged to find new 
ways to deliver care through telerehab, group 
therapies and strategic partnerships with the 
fitness and wellness industry.  This will lead us 
to direct to employer population health initia-
tives led by the rehab industry. 

As we continue understanding brain function, 
there will be more emphasis on cognitive reha-
bilitation as it relates to overall function. This 
will dovetail nicely with wearable technologies 
and remote monitoring allowing more rehab 
users to access care in their home.  
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