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Use Comparative Data to Improve Your Practice’s 
Revenue Cycle Performance
by Terri Fischer

When the time comes to measure how your practice is performing, bench-
marking using comparative data is the best way to determine where you 
stand among peers. 

In an extensive review of medical billing practices, we analyzed the use 
of comparative data at high-performing physician practices. The Physician 
Revenue Cycle Gold Standard Study, a joint effort between LarsonAllen and 
Gateway EDI, found that benchmarking is a key focus area for top busi-
nesses. (Access a copy of the study at www.larsonallen.com.)

Measuring and benchmarking has many benefits, including increasing 
productivity and performance, which, in many cases, can translate to an 
improved bottom line. However, improving your bottom line is not the only 
reason to utilize comparative data to measure your business.

Decide what to measure
If you choose to use comparative data to measure your practice, you must 
first decide what to measure by examining what is important to your orga-
nization. The gold standard study found that better performers regularly 
review key areas related to the revenue cycle, such as days in accounts receiv-
able (A/R), electronic claim filing success rate, co-pay collection percentage, 
and percentage of A/R over 120 days. Other areas to consider benchmarking 

include the number of visits per full-time equivalent pro-
vider, net revenue per visit, patient satisfaction levels related 
to experience within your billing department, and gross or 
net collection rates.

The list of possible things to measure can be quite 
lengthy. To determine your needs, meet with your practice 
leaders—the providers and management team. Together you 
can determine your areas of focus. The group should decide 
not only what you are going to measure, but against which 
metrics, how you will present the information, and how 
often you will be benchmarking. 

Examining standards published by industry organiza-
tions, such as the Medical Group Management Association, 
Radiology Business Management Association, American 
Association of Orthopaedic Executives, or your specific spe-
cialty society, can give you the data needed to compare your 
practice’s performance to similar practices and specialties. 

Retooling Your Financial Reserves
by Ben Aase

It’s an age-old question that many leaders are revisiting during these dif-
ficult economic times: “How much money should my organization have 
in reserves?”

There are plenty of arbitrary rules of thumb—for example, holding a 
minimum of three months’ cash or setting aside 25 percent of your pro-
jected annual operating budget. Unfortunately, these “best practices” are 
not supported by thoughtful reasoning, nor do they reflect the business 
realities facing your unique organization.

Look to your industry 
Being aware of financial trends in your industry can be a good way to 
start thinking about reserves. For example, governmental entities across 
the country are facing delayed payments due to projected federal and 
state budget deficits. As states delay or hold back payments to reduce 
their fiscal year appropriations, individual entities that rely on those 
revenue streams need to position themselves to shoulder these aid shifts. 
Governmental entities should also consider statutory requirements and 
the limitations that can be placed on financial reserves. And they should 
know what types of activities the funds can be reserved for, the appropri-
ate mechanism for designating reserves, and any dollar amount limits. 

Most industries’ membership associations or trade publications also 
offer standards or benchmarks as guidance.

The “bottom up” method
If you want to move to an objectively informed reserve policy, a more 
nuanced approach is to use a “bottom up” method. This technique dis-
sects your organization’s business model and identifies the risks to your 
revenue and expense drivers (and assets and liabilities where appropriate). 
It then assigns dollar amounts and probabilities to those risks. The result 
gives an organization a range of acceptable reserve levels based on real 
scenarios that your organization could face, given your line of business 
and competitive environment. 

In practical and general terms, this type of analysis addresses risks 
and associated reserve needs that are likely to fall under the following 
groupings: 
•	 General operating: for ongoing operational expenses during interim 

periods of economic disruption (less than 12 months)
•	 Capital investment or improvement: for the repair, replacement, or 

expansion of major technological infrastructure and facility needs
•	 Business model: for operations over a three-year period during 

which your organization must make a significant change in its  
business model

•	 Uninsurable legal: for uninsurable costs associated with litigation 
•	 Market volatility: for unanticipated investment losses caused by  

market volatility
•	 Initiative or opportunity: for business initiatives that require signifi-

cant development or start-up costs

Putting the idea into practice 
To illustrate the idea, take the instance of a large international association 
with a $350 million operating budget. It used the “bottom up” method to 
move away from its previous “best practice” reserves policy requiring 50 

SBA Market Activity Declining
by Dane Listug-Lunde

Historically, the market for U.S. Small Business 
Administration (SBA) loans has been counter-
cyclical to the market for private sector loans 
to small businesses. When the market has been 
tight for small-business lending and borrowers 
are unable to qualify for regular loans, there has 
been an increase in the number of SBA loans 
requested and funded. However, in the current 
tightened credit market, the number of SBA 
loans has also declined, and as a result, many 
small businesses are unable to find satisfactory 
credit. According to recent information from 
the SBA, the SBA 7(a) program is down 30 
percent from last fiscal year, and the total num-
ber of SBA loans was down 50 percent from 
October 2007 to October 2008.

Declining factors
Many factors are contributing to the coordi-
nated decline in conventional and SBA loans:
•	 Demand for loans is weak because of the 

generally pessimistic economic outlook.

•	 Banks are tightening underwriting standards due to the 
uncertain financial conditions.

•	 Credit standards and terms are tougher in the nontradi-
tional and subprime markets.

•	 The prime lending market is constricting as banks re-
evaluate their loan portfolios.

•	 The creditworthiness of borrowers has diminished because 
of lower sales and weaker cash flow. With weaker funda-
mentals, more applications are rejected.

In addition, small businesses are attempting to find ways 
to produce cash flow internally rather than obtaining funds 
they might have difficulty paying back in the future. And 
many creditworthy borrowers simply don’t need credit when 
business expansion doesn’t make sense and inventories are 
being reduced.

Prime rate or LIBOR rate?
A critical tool for increased participation by lenders in the 
SBA loan programs is the ability to market the SBA guar-
anteed loans to the secondary market, which is essentially 
frozen right now. Still, other factors are contributing to the 
secondary market slowdown. The only base rate available on 
SBA 7(a) loans is the prime rate; however, the rate used to 
raise capital by investors in the secondary market is typically 
the LIBOR rate. (LIBOR stands for “London Interbank 
Offered Rate” and is based on rates that contributor banks 
in London offer each other for interbank deposits.)

The prime rate has been significantly reduced in recent 

This information will also help you set achievable goals for 
your office.

Set goals and work to achieve them
Once you have decided what areas of your practice to mea-
sure, create a scoreboard (usually no more than one page) 
that can be shared with all staff. This will create a culture of 
teamwork and help provide clear, understandable goals. 

Asking your staff to “work harder and work smarter” 
is not effective if they have no knowledge of 1) what they 
did before and 2) what specific goals they are supposed 
to achieve. Share the numbers with your staff and work 
together to set measurable, achievable goals. 

Clearly communicating goals to everyone will make 
benchmarking less daunting and more widely accepted. 
Employees will want to know whether they are achieving 
the goals, as well as exactly where they need to improve. 
Reward work well done along with the goals achieved—
then challenge your staff to accomplish even higher levels  
of improvement. 

Through benchmarking, a practice can increase its bot-
tom line, improve patient and staff satisfaction, and improve 
overall performance. The time to measure your practice 
is now; the sooner you start, the sooner you will reap the 
benefits.

Terri Fischer is a health care manager with LarsonAllen. 
Contact Terri at tfischer@larsonallen.com or 314-336-3827.

months as the LIBOR rate has increased, resulting in 
fewer investors willing to buy SBA loans on the second-
ary market. Also, the secondary market only allowed 
pooling of loans with the same prime rate, effectively 
limiting the number of pools available.

To address the extraordinary market conditions limit-
ing the credit availability for small businesses, the SBA 
issued an interim final rule, effective November 13, 
2008, to make adjustments to the secondary market for 
SBA 7(a) loans. The rule will permanently add an addi-
tional LIBOR rate for lenders to use when pricing SBA 
7(a) loans and will allow for secondary market loan pools 
to be formed using weighted average coupon rates (rates 
determined by weighting and averaging the rates of the 
different segments of a loan pool).

The emergency measures by the SBA should help 
bolster the market for SBA loans but will not eliminate 
the pessimism affecting the economy and the uncertainty 
in the markets. Unless other measures are enacted to 
make the SBA loan programs more attractive to small 
businesses, the numbers will likely remain low, and small 
businesses will continue to face uncertainty in 2009.

Dane Listug-Lunde is a financial institutions manager with 
LarsonAllen. Contact Dane at dlunde@larsonallen.com or 
320-203-5626.
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