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Margin, Mission, Financial Management
By Monica E. Oss, Chief Executive Officer

My question is whether the weakening financial 
position of organizations that have closed or been 
forced into bankruptcy was a surprise to the board 
and executive team. Or did the board and executive 
team know about the problems and fail to act? 
Or was the strategic action plan for resolving the 
financial issues unsuccessful?

My experience serving on boards of directors 
(both non-profit and for-profit, by the way) and 
working with boards of directors is that boards are 
often blissfully ignorant of the financial metrics for 
sustainability. I’ve seen many situations. Boards 
that want to “leave the finances” to the executive 
team. Boards that don’t know what financial metrics 
to ask for. Boards that don’t know or understand 
the implications of the financial metrics they have. 
And boards that engage in “wishful thinking” that the 
financial trends in front of them will “miraculously” 
resolve without major action.

My colleague Ray Wolfe provides a framework for 
how to monitor and manage financial performance 
in How To Monitor Performance With A Financial 
Management Dashboard. The issue is to have a 
clear picture of the financial metrics that matter—and 
their trends. But knowing is not enough. Executive 
teams need a plan to manage those metrics—and 
to act when the metrics indicate that the situation is 
beyond repair.

Financial matters are bubbling up again in the health 
and human service landscape. The pandemic hasn’t 
created new financial problems—the effects of 
integration, more managed care, more competition, 
and growing value-based reimbursement have 
existed for a while. But the turbulence in the market 
landscape has exacerbated the existing financial 
troubles of provider organizations.

Recent headlines illustrate the continued instability. 
Every type of provider organization has some subset 
of organizations facing financial challenges—and 
failing to conquer them:

• Garland Behavioral Hospital Will Close, Lay Off 
119 Employees Following Expiration Of Lease

• Change Healthcare To Lay Off 170 In 
Pennsylvania

• California Hospital Files For Bankruptcy

• Joel Freedman Wanted To Borrow $17.5M To 
Keep Bankrupt Hahnemann Hospital Intact. Not 
So Fast, Bankruptcy Judge Says.

• Cypress Creek Emergency Medical Services 
Files For Bankruptcy After 45 Years

• Valley Hospice Of Arizona Files Bankruptcy To 
Absolve Nearly $2.5 Million In Debt

“I’ve seen many situations. Boards that 
want to “leave the finances” to the executive 
team. Boards that don’t know what financial 
metrics to ask for. Boards that don’t know or 
understand the implications of the financial 
metrics they have.” 

“Did the board and executive team know 
about the problems and fail to act? Or was the 
strategic action plan for resolving the financial 
issues unsuccessful?” 
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In addition, this issue of the OPEN MINDS 
management newsletter, How To Monitor & Manage 
Organizational Financial Performance: The OPEN 
MINDS Management Newsletter, December 
2021, our team looks at two related issues—unit 
cost management (see Understanding Unit Costs 
& Why They Matter So Much In Value-Based 
Reimbursement) and revenue cycle management 
(see Reshaping Revenue Cycle Management For 
The Post-Pandemic Era). And finally, my colleague 
and OPEN MINDS Senior Associate Ken Carr 
outlines his 12-steps for crisis cash management 
(see The 12-Step Approach To Crisis Cash 
Management). And, revisit Ken Carr’ seminar, Short-
Term Cash Management – To Assuring Continued 
Operations – An Overview.

For future success, board members and executive 
teams need to embrace the phrase, “no margin, no 
mission”—and monitor and manage their financial 
performance as much as they do their clinical 
outcomes.
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How To Monitor & Manage Your Organization’s 
Financial Performance
By Raymond Wolfe, Senior Associate

and human service executives to monitor financial 
performance, there are six key metrics to track for 
assuring strong financial performance:

1. Liquidity

2. Performance

3. Leverage

4. Efficiency

5. Risk tolerance

6. Portfolio balancing

Liquidity—In general, liquidity refers to the ease 
with which an asset or security can be converted 
into ready cash without affecting the market price. 
Cash and cash equivalents are the most liquid of 
assets, while tangible items are less liquid. Having 
sufficient cash reserves is critical to assuring the 
ongoing company in the short term. Liquidity ratios 
analyze the ability of an organization to pay off both 
its current liabilities, as they become due, as well 
as any long-term liabilities as they become current. 
These ratios include:

• Working capital – the excess amount of cash 
that’s available if all your bills are a current ratio. 
This ratio restates the proportional relationship of 
liquid assets into short-term debt. This is a quick 
indicator of an organization’s reserve cash at any 
point.

• Next, it’s time to determine how many days of 
cash you have on hand. This ratio estimates the 
number of days an organization can pay its daily 
operating expenses with the cash presently on 
hand. This graph displays the values achieved 

Pandemic-driven market forces are challenging the 
sustainable business models for specialty health and 
human service provider organizations, creating a 
more competitive environment with tighter margins, a 
need for more capital, and more pressure on value-
based reimbursement (VBR). With this volatility, 
monitoring and managing finances becomes 
more important. These market shifts change the 
profitability and sustainability of services lines and 
drive the need for more financial liquidity and more 
capital—both short-term and long-term.

The key for organizations to stay competitive is 
streamlining your organization’s processes for 
monitoring and managing financial performance.

What is financial performance?

What Is financial performance and why does it 
matter? Financial performance is a term for the 
general measure of an organization’s overall 
financial health over a given time period. It is a 
subjective measure of how well an organization 
can deploy its business assets to deliver services 
and generate revenue. A strong financial base 
allows organizations to pivot with market changes—
particularly important right now.

The question is how best to monitor an 
organization’s financial health and identify when 
targeted changes in strategy are needed. For health 

“Financial performance is a term for the 
general measure of an organization’s overall 
financial health over a given time period. It is a 
subjective measure of how well an organization 
can deploy its business assets to deliver 
services and generate revenue.”
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by current assets, by unrestricted investments, 
and by the combination of both. Values are listed 
within the column bars.

Operational Performance—After examining 
your organization’s liquidity, it’s time to move on to 
looking at your operational performance. Operational 
performance measures the short-term trends that 
go into generating financial reserves. Operational 
performance is the lead indicator of cash receipts in 
the short term. The first place to start is by looking at 
your operating margin. This figure shows profitability 
as a percentage of the costs incurred in generating 
that revenue. Long-term graphics that show three 
or four years provide perspective as the positive 
consistency is the goal.

Next, you need to figure out how much of 
your operating budget goes toward paying for 
the administrative costs needed to carry the 
organization, such as salaries, rent, utilities, and 
benefits. As costs of program staff and facilities are 
largely the same in each region, lower administrative 
costs are considered an important way of assuring 
that programs have the best chance of sustainability 
if faced with rate cuts. There is a strong correlation 
between lower administration size and company 
size.

Leverage—Leverage is a way to measure 
the amount of an organization’s long-term debt 
commitments and its ability to grow by investing in 
the future. Many brokers who do credit analysis rely 
most heavily on this area. The first place to start is 
the asset to liability ratio. This figure measures the 
value of assets that the organization owns versus 
the long-term debt that would apply to it. There 

is a little cushion in this figure since assets as an 
investment or real estate may have appreciated in 
value since they were added to your financial books.

Next, look at your debt-to-equity ratio. This second 
measure compares the ownership interest of the 
company against the level of debt that exists. These 
two ratios are often a key consideration by banks 
when they are considering lending an organization 
a line of credit. Strong indicators in these areas 
provide the best cushion for organizations seeing the 
major change over a few years.

Process Efficiency—Process efficiency is 
the general measure of your administration’s 
effectiveness, including the speed of paying your 
bills and getting paid for your services. First, look 
at your cash conversation ratios. This is obtained 
by seeing how long it takes for bills to go from 
your accounts receivable (A/R) to cash. Similarly, 
another cash conversion ratio also tracks how long 
it takes your organization to receive bills and pay 
your vendors. Often, we see bills are paid faster 
than the cash that was expended to generate those 
expenses.

The revenue/payment cycle should be a frequently 
reviewed element for organizations with weak 
liquidity. Return on investment is also the same 
way it would be measured by a bank or a stock 
investment. An important indicator of your success is 
looking at your return on assets. This is a measure 
of how effectively the assets of the company are 
being used to produce revenue. These numbers 
can be compared to others in the industry or to bank 
investments.

“Operational performance is the lead indicator 
of cash receipts in the short term. The first 
place to start is by looking at your operating 
margin.”

“An important indicator of your success is 
looking at your return on assets. This is a 
measure of how effectively the assets of the 
company are being used to produce revenue.”
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Risk Tolerance—Risk tolerance measures the 
ability of an organization to respond to sudden 
demands or to make larger strategic decisions 
without too much danger to the operating entity. 
Start by looking at your cash reserves. This will help 
you measure the availability of cash the organization 
has to respond to a crisis without endangering the 
accepted standards of cash performance. The green 
indicator is a 2:1 ratio (recommended), the yellow is 
a riskier 1.5:1 ratio, and the orange is the riskiest at 
1:1 ratio.

The next step is to look at your capacity to borrow. 
This will measure how much your organization 
can borrow without endangering the health of the 
organization. The green indicator is a 0.5:1 debt to 
equity ratio (recommended), the yellow is .075:1 
ratio, and the orange is 1:1 (highest risk).

Determine where you stand on these and develop 
benchmarks that you consider “red lines.” As you 
begin and work through your strategic challenges 
you can monitor these monthly and determine your 
level of safety. It’s also important to look to see how 
much your organization has borrowed previously by 
conducting a line of credit history. This will measure 
the extent to which an organization has been 

dependent on external cash sources to continue 
basic operations.

Balanced Portfolio—An internal portfolio 
balancing analysis will compare the present strength 
of each service line as measured by growth, 
profitability, and size. This will also account for the 
comprehensiveness of the service line. Service 
comparisons are a measure of the profit and growth 
of each of your programs. Programs that are higher 
on the graph are more profitable and the ones 
farther on the right are faster grown. The faster-
growing, more profitable programs (the top/right 
quadrant) are desirable and should be expanded. 

How do you set up a financial 
performance monitoring system?

Taking a metrics-based approach to management 
is the key to managing financial performance. 
That includes not only routine reporting of financial 
metrics (operational reports, key performance 
indicators, and benchmarking targets), it includes 
institutionalizing decision making based on that 
information (see Performance Data, Dashboards & 
Metrics-Based Management: Meaningful Data For 
Meaningful Decisions).
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The first step in the process is measuring those 
six indicators of financial performance. But even 
with the data, the question is what to do with the 
information? Key decisions need to be made. Which 
team members have access to the financial metrics? 
And at each level, what is the right format for sharing 
the financial information. But monitoring isn’t useful 
without action. The bigger question is when the 
financial performance organization erodes—or the 
trend is negative—how and when should executive 
team members intervene? 

Having the data is only the first step in improving 
financial performance. The real issue is what action 
to take when the financial situation is poor—or 
deteriorating. For more on taking data to action, 
check out these financial management case studies 
from the OPEN MINDS executive institutes:

• Assessing Non-Profit Financial Strength For 
Strategic Growth & Sustainability: The OPEN 
MINDS Approach To Non-Profit Financial 
Strength

• Using Service Line Portfolio Analysis To 
Maximize Revenues & Financial Performance

• Financial Forecasting Models For Fee For 
Service, Case Rates & New Service Lines

• Bridging The Gap Between Employee 
Experience & Financial Sustainability

• The Mission/Margin Balancing Act

• Managing To A 10% Margin: Strategies For 
Increasing & Maintaining Your Organization’s 
Margins

• The New CFO Challenge: An OPEN MINDS 
Seminar On Keeping Your Cost In Sync With 
Your Rates In A Changing Market

• Keys To Calculating Unit Costs & Case Rates

• Building A Data Dashboard For VBR: Case 
Studies In Combining Clinical, Financial & 
Outcomes Data

• Are Your Financial Systems Ready For Value-
Based Reimbursement? Managing Risk, Data 
Modeling & Financial Projections For VBR 
Success
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Understanding Unit Costs & Why They Matter So 
Much In Value-Based Reimbursement
By Ken Carr, Senior Associate 

Many health and human service executives 
are under the impression that value-based 
reimbursement (VBR) models alleviate the need 
for organizations to worry about unit costs and 
productivity anymore. This is definitely not the case. 
In fact, managing unit cost is just as critical, if not 
more, in a value-based payment environment (see 
Value-Based Reimbursement: The Three Strategy 
Questions).

VBR models are focused on realigning incentives to 
provide high quality service while keeping the cost 
of services down. And now, more than 93% of health 
plans — including commercial plans, Medicaid, 
and Medicare — have implemented some type of 
pay-for-performance reimbursement models (see 
Trends In Behavioral Health: A Reference Guide On 
The U.S. Behavioral Health Financing & Delivery 
System). In addition, the use of episodic or bundled 
payments for specific acute care episodes is gaining 
traction, with 59% of plans using this model. While 
only 40% of commercial health plans use episodic 
payments, 71% of Medicare and 88% of Medicaid 
health plans use these payment arrangements for 
behavioral health. And, the Health Care Payment 
Learning & Action Network (LAN), a coalition of 
public and private health care provider organizations 
and health plans—working to accelerate the 
adoption of two-sided risk and alternative payment 
models—estimates that by 2025, 100% of Medicare 
and 50% of Medicaid and commercial payments will 
be value-based (see LAN Goal Statement FAQs). 
But even with all these shifts in payment models, 
unit costs still are a critical element in the evolving 
value equation – and controlling unit costs will 
remain an important strategic issue.

And for those organizations still working with legacy 
fee-for-service (FFS) reimbursements, our current 
market is making managing unit costs more vital 
than ever. A review of Medicare and Medicaid 
fee-for-service (FFS) payment rates show minor 
increases in FFS rates – certainly not enough to 
keep up with operating costs; especially with rising 
per-consumer costs due to the increase in volume 
of services, new technology, and the increasing 
number of consumers with multiple chronic 
conditions. Plus, many of these additional costs are 
passed on to consumers as out-of-pocket expenses 
to individuals are seeing their monthly incomes 
shrink under the weight of such pressures (see 
Medicare Raising Consumer Out-of-Pocket Costs for 
2022).

The question for most executive teams is how to 
improve their unit cost management. The key is to 
“think about manufacturing around a particular price. 
It’s not just math – a lot of what we’re talking about 
is understanding the operations and the workflow, 
because you can’t do all of that without the pieces. 
There are four keys to best practice management of 
unit costs:

“The key is to “think about manufacturing 
around a particular price. It’s not just math – a 
lot of what we’re talking about is understanding 
the operations and the workflow, because you 
can’t do all of that without the pieces.”
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Service line-specific cost accounting The 
first component in the process is the ability to 
understand and measure costs in general (and unit 
costs in particular) by service line. More “global” 
measurement and management of costs is not 
useful as executive teams think more about the 
financial sustainability of specific services (see VBR 
& I/DD–The Wave Begins).

Target costing This is a pricing method to 
reengineer the cost of a service to hit a specific 
target market rate, or the maximum amount of 
cost for a service that can be incurred to earn the 
required profit margin. The key element is the 
ability to reengineer your costs so your price to 
the payer or consumer is within their “acceptable” 
range. After you determine the acceptable rate 
for the service, you determine what it costs your 
organization to deliver that unit of services — and if 
your costs exceed the rate, its time for “backwards 
engineering” to bring your costs in line. The reality 
is, there are only so many cost variables that you 
alter – including wages and benefits of direct care 
staff, staff productivity, volume of consumers served, 
administration/overhead, etc. (see How To Develop 
Your Next Big Thing: The OPEN MINDS Framework 
For New Service Line Design & Development). But 
this is a necessary step to be competitive in our 
value-driven market.

Automated process measurement (and 
management) systems Performance 
measurement needs to be automated with 
multiple systems connected to monitor unit costs 
in the real time. Electronic health record systems, 
financial management systems, human resource 

management systems, and customer relationship 
management systems all must be integrated and 
aligned to provide the real-time monitoring and 
reporting data you need to manage on a daily basis. 
Automated, up-to-date process measurement 
will allow you to make data-driven management 
decisions and take action quickly to address 
problems (see If You Can’t Keep Score, You Can’t 
Be In The Game).

Metrics-based business process 
management Metrics-based management 
is a model of managing processes, outcomes, 
and performance that relies on qualitative 
and quantitative measurement of the current 
performance, the desired performance, and the 
objectives and action plans to improve performance. 
Metrics-based management requires both strategic 
management to identify your performance goals, 
and business process management to optimize 
day-to-day organizational processes (see If You 
Don’t Measure It, You Won’t Implement It: Setting 
Strategic Plan Metrics). Metrics-based measures 
are also increasingly being used by payors as a 
way to measure the quality of care as much of the 
information already collected by providers through 
their electronic health records can be used to 
improve outcomes (see Using the Data You Already 
Collect to Measurably Improve Clinical Outcomes).

A big piece of the metrics-based management 
process is operational reengineering – driving 
operational change for the organization’s structure, 
staff/jobs, and technology. And in those areas, 
your goal is to “track the people and what they do” 
(including consumers, staff, and administration), 
and “track the paper and where it goes” (including 
consumer medical records, service delivery and 
billing, and routine financial workflows).

“The key element is the ability to reengineer 
your costs so your price to the payer or 
consumer is within their “acceptable” range. ”
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The 12-Step Approach To Crisis Cash Management
By Ken Carr, Senior Associate

1. Start with a budget Most organizations tend 
to believe that their budgets are simply “on hold” in 
a crisis and that it will be back to business as usual 
when the worst is over. But if the assumptions of 
the previous budget no longer exist, then it is time 
to reset. Now is the time for zero-based budgeting 
for multiple scenarios. Start with service volume 
projections and consider what expenses are 
essential to meet the revenue forecast in the new 
market environment. Create a separate cash flow 
budget—projecting cash inflows and outflows by 
service line and your cash balance over the next 
twelve months (with the next three months in detail). 
Most important, set metrics and aggressively drive 
performance to ensure that the budget drivers are 
achieved. 

2. Gather the troops I suggest creating a cash 
flow management team—with front-line service 
managers and executives from finance and human 
resources—that meets daily or weekly to identify and 

There have been financial ups and downs in my 
lifetime, but no crisis has been quite so unique and 
acute as the COVID-19 pandemic. What started off 
as a flu-like illness in China, has spread worldwide, 
causing more than 5.2 million deaths worldwide 
(including 775,000 in the United States alone) 
and cause market disruptions around the world 
as individuals and business cope with quarantine 
protocols, staffing shortages, supply chain gaps, 
and rapidly changing consumer demands (see WHO 
Coronavirus Dashboard and What Everyone Gets 
Wrong About the Never-Ending COVID-19 Supply 
Chain Crisis Spoiler Alert: Just-in-Time Inventory 
Management Was Never The Problem.)

For business leaders, the challenge has been 
simple — how do you stay afloat while the stars 
realign? My simple mantra for managing cash in a 
crisis—“Accelerate cash inflows and slow down cash 
outflows.” To do this, I suggest an aggressive focus 
on 12 elements.
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Should Be On Autopilot). 

4. Manage unit costs Analyze profitability and 
unit costs by service line. Calculate your breakeven 
point, and then reduce costs strategically. It may 
be harder to reduce your fixed costs, although the 
pandemic crisis has yielded some opportunities 
such as cutting down on brick and mortar office 
space and overheads. Aggressively reduce variable 
costs per unit which results in an increase in the 
contribution margin per unit. Implement activity-
based costing—break down services into activities, 
and each activity into specific task steps. Identify 
who performs each task, how long it takes, and what 
it costs. Then identify which tasks are no longer 
needed and what you will save by eliminating them. 
Benchmark your overhead to industry standards and 
try to eliminate those expenses that are not adding 
value to services. Perform a cost/benefit analysis to 
determine whether outsourcing a service might be 
less expensive than staffing and managing it in-
house. 

5. Increase efficiencies with technology 
Invest in the right technology and leverage it fully 
to reduce other expenses and improve customer 

prioritize cash flow opportunities. Create a decision-
making process focused on key operating outcomes 
that will create cash. Empower those on the 
frontlines to make the best decisions for improved 
performance that will drive revenue, results, and 
especially cash. Implement intentional activities to 
utilize data and engage staff to identify operational 
inefficiencies, slow cash outflows, and implement 
short and long-term cash improvements.

3. Improve the speed of billing and 
collections Define—or redefine—standard 
operating procedures for billing and collections 
across all operations and locations. Ensure that 
service authorizations are obtained in time—you can 
set alerts to warn staff when service authorizations 
are going to expire. Focus on accuracy and 
efficiency. Increase the number and percentage 
of services authorized and bill more frequently—
daily if possible but no longer than weekly. This 
is easier when you leverage the features of your 
electronic health record and train staff to ensure 
efficiency and compliance. Improve billing accuracy 
by training clinical professionals and streamlining 
documentation requirements (for more, see During 
A Cash Flow Crunch, Revenue Cycle Management 
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communications around new priorities and key 
performance indicators. Build cross-functional 
teams to reduce silos and avoid task redundancy. 
Maximize the impact of revenue producing team 
members. Consider incentive pay for a period—
perhaps a lower base salary, with incentives based 
on productivity. Find ways to re-deploy staff who 
are not working to capacity. You may want to 
consider alternatives to layoffs and furlough—such 
as reduced salaries and reduced work shifts—as 
the cost of recruiting new talent following the crisis 
could be high (see Making the Swap — Technology 
For Workforce and Your Post-Pandemic Workforce: 
Trends In Hiring & Retaining Top Talent).

7. Develop financial thresholds for 
discontinuing non-optimal service lines 
Assess every one of your service lines on a mission 
vs margin grid and ask the tough questions. Are 
there services you have delivered for years that are 
no longer profitable? If a service line is essential to 
your mission but not yielding margins, how will you 
continue to fund it? I recommend using the Boston 
Consulting Growth Share Matrix to assess service 
line potential. Milk the “cash cows” —mature service 
lines with a high market share but low market 

service, efficiency, and profitability. Your EHR should 
enable efficient clinical documentation and improved 
collections. A user-friendly telehealth platform can 
help reduce no-show rates, increase engagement, 
and improve the productivity of clinical professionals. 
Your accounting software should empower better 
financial analysis and reporting. Your human 
resource management system should not only run 
payroll but help you recruit, onboard, manage, and 
retain organizational talent. Business intelligence 
software to compile data and create dashboards 
is also a valuable and necessary investment (see 
Technology Helps Alleviate Workforce Shortages & 
SDOH Focus During Shift Toward Full-Spectrum/
Whole-Person Care).

6. Streamline operations and optimize talent 
Identify opportunities to increase efficiency and 
decrease costs. Conduct a “customer value-added” 
process analysis of job tasks. See where you can 
improve the value of a service to consumers for 
the same cost or maintain the current value at 
a reduced cost. Identify tasks and activities that 
are inefficient or no longer needed and eliminate 
them quickly. Reduce organizational layers and 
drive accountability to the frontline. Streamline 
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and targeted metrics and flag risks. And share key 
metrics with staff and board regularly (see Maximize 
Your Organizational Effectiveness With Analytics & 
Reporting: Unique Case Studies As Told By Monarch 
& Options Counseling & Family Services). 

9. Renegotiate payment terms with vendors 
Implement a purchasing card (P-Card) program to 
delay payment on invoices. If you are struggling 
to make payments, talk to your vendors—open, 
direct communication will get you better results than 
unilaterally delaying payments. Make sure you are 
talking to the right person. Be bold with the asks but 
willing to settle for lower. Prioritize negotiations with 
those vendors that can have the greatest impact on 
slowing your cash outflow (usually 20% of vendors 
are responsible for 80% of your outflow). Look at all 
options—extend payment terms from 30 days to 45 
days over the next three to six months, pay utilities 
quarterly, etc.—managing payments down to the day 
can make a difference in available cash. Manage 
payables in a centralized manner with one person 
approving all payments and monitoring cash flow. 
Update payment terms in the accounting software 
and ensure that payments are not being made prior 
to invoice due dates.

growth—for cash to reinvest. Invest in the “stars”—
new services with a high market share and high 
growth that require a lot of cash to grow. Avoid the 
“question marks” or services with high market growth 
rate, but low market share that may, or may not 
grow. And liquidate, divest, or reposition the “pets” 
with low market share and low growth potential (see 
Is Your Strategy “Mission Impossible?”)

8. Metrics, metrics, and more metrics 
Undertake a thorough assessment for financial 
impact analysis to develop a financial stability plan. 
Conduct a comprehensive ratio analysis; compliance 
assessment; cash and working capital review; and 
review of financial policies—financial operations, 
internal controls, planning, budgeting, reporting, 
and governance. Analyze and manage the balance 
sheet—use a quick ratio (cash position without 
accounts receivable) for decision making; and 
keep the debt ratio low so that you have borrowing 
capacity. Analyze income and profitability by service 
lines, payers, and locations. See how you can 
increase services with payers that have the best 
rates. Apply the best practices of profitable lines and 
locations to other areas that are not performing as 
well. Modify the management dashboard to focus 
on the short-term revenue drivers, expense drivers, 
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able to compensate you for increased COVID-19 
engendered expenses—staff overtime, technology, 
personal protective equipment, cleaning and 
disinfection of facilities.

12. Secure short-term additional financing 
Increase working capital now to strengthen your 
financial position going into the impending recession 
that will follow the crisis. Take advantage of special 
COVID relief programs and loans that may still 
be available even if you think you don’t need 
them now (see HHS Opens Application For $25.5 
Billion In Relief Funds For Health Care Provider 
Organizations). Conduct an internal assessment 
to envision and prepare for how external funders 
will view your financial stability and eligibility for 
funding—compile internal statements, be ready 
to share your crisis management pan, provide 
cash flow forecasts and justification for volume 
projections, assess key financial ratios, and review 
current lines of credit and other debt covenants 
to confirm compliance with all requirements. 
Identify potential collateral and “dry powder”— 
any unspent cash that can be invested. Prepare 
for your meeting with prospective lenders, with 
specifics on what you need, why you need it, and 
your plan for paying it back. And look for new 
donors—venture philanthropists who can mobilize 
large pools of private funds to impact social causes, 
angel donors looking to support social causes, and 
crowdfunding—the ability to tap into a large number 
of individual donors via social media platforms like 
GoFundMe. And rather than just aiming to survive 
the crisis, perhaps take a small risk and use these 
additional funds can offer an excellent opportunity 
to pilot test a new service line (see Buy, Build, or 
Merge? Selecting the Right Approach to Add Medical 
Services to Your Organization)

10. Request pre-payment for copays and 
deductibles Be sure that your consumers 
understand their financial obligation coming in. Get 
a copy of their insurance card and use electronic 
verification to confirm coverage. Collect co-
payments and deductibles prior to the service (and 
consider incentives for pre-payment). Have the 
ability to accept multiple forms of payment (including 
new digital forms of payment like Venmo or PayPal 
if feasible). Provide financial counseling for those in 
need. Update or create a cash payment schedule of 
changes for those with high-deductible plans. If you 
offer payment plans for consumers who are unable 
to pay deductible amounts at once, structure the 
payment plan to capture a larger portion up front and 
reduce risk (see Going Hybrid? Charge Your EVV).

11. Re-evaluate payer contracts regarding 
payment terms A crisis may be a good time 
to re-negotiate your contracts and rates (see 
Getting Paid More For What You Do – Tactics To 
Increase Fees & Rates From Payers & Moving To 
New Reimbursement Models). Also ask payers 
to consider speeding up payments on claims as 
shortening payment terms by a few days can have 
a positive impact on cashflow. See if payers are 
willing to make an advance payment. Try to move 
to bundled payments and other alternative payment 
methods that speed cash inflow and reduce billing 
documentation requirements. Collaborate with 
state authorities and other provider organizations 
to investigate options related to CMS Section 1135 
waiver flexibilities—some states are accessing 
unused managed care organization funds and 
diverting them to sustain provider organizations 
during the current crisis. Consider proposing short-
term contracts for focused care for consumers 
with complex needs. Ask how payers may be 

“Re-evaluate payer contracts regarding 
payment terms A crisis may be a good time to 
re-negotiate your contracts and rates.”

“Increase working capital now to strengthen 
your financial position going into the impending 
recession that will follow the crisis.”
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your diversity of revenue sources, service lines, 
profitability, debt ratio, and cash on hand, all so that 
whether you are an acquiring organization or want 
to be acquired, you have more information to put 
out there with which to create a better relationship 
with someone who is looking to partner. So, ask 
the key questions. What strategic or sustainability 
goals does the merger enable your organization to 
achieve? Who is your ideal merger partner, and how 
will find that organization? How will you assess the 
possibility of this merger succeeding? What steps 
will you take to implement the merger? (For more, 
see Using Mergers, Acquisitions & Affiliations To 
Address ‘Urgent’ Cashflow Needs).

At the end of the day, as Albert Einstein said, “We 
can’t solve problems by using the same kind of 
thinking we used when we created them.” Cash 
management will require new thinking to address 
long-standing problems that have reached tipping 
point with a crisis of the magnitude and length of 
COVID-19.

Finally, a long-term cash management strategy 
might call for drastic measures that provider 
organizations might have once thought were in the 
“never for me” realm. It is not enough to find cash to 
run the business for a couple more months. What 
recovery really requires is building a sustainability 
plan for the next 12 to 18 months, despite the 
challenges and steep costs associated with 
reopening. If the urgent need for cash and capital 
(for any new investments needed for sustenance) 
can’t be met through the above steps, then there 
might a need for “urgent collaborations.” Mergers, 
affiliations, acquisitions, and partnerships should all 
be on the table but viewed through a clear lens of 
sustainability. 

For your specific market, in your state, you need 
to look where you are going and utilize M&A as a 
strategy, not to just get larger but to prepare for 
the future. You will need to review and assess 
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to accommodate value-based contracting specifics. 
For example, a value-based contract may require 
outcomes data that is not currently collected in 
the EHR. A billing system may also need to collect 
additional discreet variables to identify individual 
projects or contracts at the payer level and the client 
level. Ms. Lane did caution that it is important to 
manage the changes and updates being done to 
your system to control the complex variables that 
go into billing. Don’t let your vendor make a change 
to the system without completely understanding 
what they are doing and how it will affect your 
systems (see Beefing Up Your EHR To Beat The 
Competition).

Adding the ability to suspend claims Mr. Wawrzynek 
explained that many billing systems can suspend 
claims from being sent for payments if they do not 
meet certain regulatory compliance standards. 
Organizations may need to enhance their systems 
to suspend claims based upon contract specific 
requirements. Ms. Lane also added that it is crucial 
to have a compliance system in place that regularly 
audits your billing processes. By catching wrongly 
billed claims earlier, not only can organizations 
prevent claw backs later in the year, they can build 
trust with payers by voluntarily offering refunds for 
incorrectly billed services (see More Data Means 
More Risk).

Directly access data stored in billing and EHR 
systems A major part of managing revenue cycle 
management in a value-based contracts, is 
actively managing performance data. Therefore, 
provider organizations should begin developing 
data warehouses and data models that can be 
used to manage performance. Ms. Lane explained 
that Grafton regularly pulls data and looks at their 
performance. In cases where their performance isn’t 

One of the most important changes organizations 
must make during and after a crisis (such as a 
pandemic like COVID-19) is adjusting their revenue 
cycle management model. This was the topic of 
a classic seminar featuring OPEN MINDS Senior 
Associate David E. Wawrzynek and Vanessa 
R. Lane, MBA, Vice President, Revenue Cycle 
Management/ Data Analytics, Grafton Integrated 
Health Network (see Revenue Cycle Management: A 
New Model For A New Market). 

But what is revenue cycle management? In 
short, revenue cycle management is the set of 
administrative and clinical functions related to 
capturing client service revenue. It begins when a 
consumer schedules an appointment and continues 
through point-of-service registration, charge 
capture and coding, claims submission, remittance 
processing, payer follow-up, and analysis. Crucial 
to revenue cycle management is clearly articulated 
workflows, sufficient staffing, integrated technology, 
and regular oversight. 

“The revenue cycle management process is not 
going to change, the tools and info and detail to 
manage revenue cycle management are going to 
change, said Mr. Wawrzynek. “So, when I talk with 
people, the key is to have the basics done and 
nailed now, because when you bring in another 
variable, like outcomes, then it is going to be difficult 
to be successful.”

Here are some of the key revenue cycle 
management changes organizations will need to 
make in our evolving post-pandemic, value-based 
world.

Easily configurable billing and EHR systems EHR 
and billing systems should be easily configurable 

Reshaping Revenue Cycle Management For The 
Post-Pandemic Era
By Monica E. Oss, Chief Executive Officer
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what they expected or they are in danger of missing 
the targets in their contract, they will speak with the 
payer. She also said that payers like to see that 
they are proactively reviewing their contracts and 
are willing to problem-solve. It goes a long way in 
managing their relationships (see Data-Driven Care: 
Using Population Health & High-Utilizer Data).

Ms. Lane explained that managers need to take a 
more holistic approach to the traditional revenue 
cycle management process. While having the 
correct systems in place is crucial, managers should 
be actively using market intelligence and monitoring 
the data payers are putting out. Additionally, 
different revenue cycle staff members should 
attend meetings and conferences to network with 
payers. People with different specialties, often have 
different perspectives and may find a new way to 
solve a problem for a payer (see Addressing Social 
Determinants As A Path To Revenue Growth).

Finally, it is important to communicate across 
different revenue cycle management teams and 
the organization as a whole. Ms. Lane explained 
that the head of your revenue cycle management 
team should take their position broadly and sit in 
on business development meetings and strategy 

meetings. Value-based reimbursement requires 
organizations to sell their services, not just fill out 
contracting forms. Revenue cycle management 
should understand the different processes and 
components that are expected. Across the 
revenue cycle management team, it’s important 
to communicate new enhanced rates, changes in 
procedures due to a new contract, etc. As contracts 
become more complicated and individualized, teams 
need to be in constant communication to ensure 
they are billing at or above the negotiated rate and 
meeting the specified requirements. 

As specialty provider organizations look to re-tool 
their revenue management cycle process for value-
based reimbursement, they should stop focusing 
on whether they are billing and start focusing on 
relationship management at every level – the 
C-suite, clinical, and contracting.


