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Executive Guidance  

“As VA moves forward, we will judge the success of all our efforts against a single metric: the 

outcomes we provide for veterans.” Secretary of the Department of Veterans Affairs, Robert 
McDonald. 

According to Deputy Secretary of the Department of Veterans Affairs Sloane A. Gibson, “there has 
never been an opportunity like the one VA currently has to transform itself. And we are determined 
to seize this opportunity. So we are engaged in an historic, department-wide transformation. We 
want every veteran to have a seamless, integrated, and responsive customer service experience, 
every time. Our overarching strategy is called MyVA, and it focuses on five primary areas: 

 Improving the veteran experience, 

 Improving the employee experience by focusing on our people and culture, 

 Establishing a culture of continuous performance improvement, 

 Achieving support service excellence, and 

 Enhancing strategic partnerships. 

We’re doing everything we can to seize this opportunity, but we can’t succeed without vibrant, 
productive, engaged collaboration with the community. We’re working on a number of fronts to 
expand and catalyze collaboration where veterans live and improve veteran outcomes. 

One way we’re getting there is through MyVA communities. The concept is this MyVA communities 
bring together local veterans service providers, advocates, and others to improve outcomes for 
veterans and their families. These are community driven networks chaired by local leaders that 
promote opportunities for collaboration – giving veterans and families a proactive forum to address 
and resolve issues and help all of us better meet veterans’ needs.” 

Synopsis 

This report presents findings and examples of financial management practices among the leading 
healthcare organizations related to the evolving role of financial management. Examples related to 
financial governance, process improvement, personnel management, secure information sharing, 
and IT are presented.  

http://www.actiac.org/
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American Council for Technology-Industry Advisory Council (ACT-IAC) 

The American Council for Technology (ACT) is a non-profit educational organization established 
in 1979 to improve government through the efficient and innovative application of information 
technology (IT). In 1989 ACT established the Industry Advisory Council (IAC) to bring industry 
and government executives together to collaborate on IT issues of interest to the government. 

ACT-IAC is a unique, public-private partnership dedicated to helping government use 
technology to serve the public. The purposes of the organization are to communicate, educate, 
inform, and collaborate. ACT-IAC responds to government requests using a model that includes 
government and industry working together, elbow-to-elbow. ACT-IAC also works to promote the 
profession of public IT management. ACT-IAC offers a wide range of programs to accomplish 
these purposes. 

ACT-IAC welcomes the participation of all public and private organizations committed to 
improving the delivery of public services through the effective and efficient use of IT. For 
membership and other information, visit the ACT-IAC website at www.actiac.org.  

Collaboration & Transformation (C&T) Shared Interest Group (SIG) 

The C&T SIG focuses on the business/people issues related to government transformational 
and collaboration initiatives. As part of the C&T SIG, the Financial Management Committee 
focuses on transformation within the CFO community driving innovations and improvements in 
areas such as implementation of shared services, DATA Act and other transparency initiatives, 
financial systems, and grants management.  

Disclaimer 

This document has been prepared to provide information regarding a specific issue. This 
document does not – nor is it intended to – take a position on any specific course of action or 
proposal. This document does not – nor is it intended to – endorse or recommend any specific 
technology, product or vendor. The views expressed in this document do not necessarily 
represent the official views of the individuals and organizations that participated in its 
development. Every effort has been made to present accurate and reliable information in this 
report. However, ACT-IAC assumes no responsibility for consequences resulting from the use of 
the information herein.  

Copyright 

©American Council for Technology, 2015. This document may not be quoted, reproduced 
and/or distributed unless credit is given to the American Council for Technology-Industry 
Advisory Council. 

Further Information 

For further information, contact the American Council for Technology-Industry Advisory Council 
at (703) 208-4800 or www.actiac.org.  

  

http://www.actiac.org/
http://www.actiac.org/
http://www.actiac.org/
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Executive Summary 

“To care for him who shall have borne the battle, and for his widow, and his orphan”  
– President Abraham Lincoln, March 4, 1865. 

The Department of Veterans Affairs has been front and center of the news this last year - much 
of the news critical of management and timely delivery of services. The House Veterans Affairs 
Committee has conducted hearings while critics have advocated for wide change. Congress 
acted by passing the Veterans Access, Choice, and Accountability Act of 2014, which required 
increased access to private care for veterans, increased transparency through publically 
available data, and increased accountability through the formation of the Presidential 
Commission on Care. The VA responded by announcing the largest reorganization of its history 
through its MyVA initiative. The goal is simple but the task is not – to provide veterans with a 
seamless, integrated, and responsive customer experience across the large, geographically 
dispersed and often siloed administrations of VA.  

The Veterans Health Administration (VHA) is a leading voice in driving change at VA. It is in this 
context that this collaborative effort between ACT-IAC and VA was developed. This study 
focuses on better understanding the role of financial management, more specifically healthcare 
delivery system resource planning and management, in improving the veteran experience.  

During the study, the team engaged leading healthcare providers across the country to gain an 
understanding of their current practices as they relate to governance, financial processes, and 
data, technology, and human capital management, and to let the findings serve as an input to 
how VA can transform its organization to better serve its veteran population. We learned that a 
new focus on quality and patient access by those providers has helped facilitate business 
process improvements through standardization which resulted in reduced overall costs. Provider 
organizations observed financial benefits from leading the culture of quality transformation. Our 
interviews revealed several common themes across the leading healthcare providers: 

 A partnership between the chief financial officer (CFO) and chief medical officer (CMO) is 
emerging among healthcare providers to champion the focus on quality and performance 
metrics as part of a quality driven transformation. 

 Healthcare providers are focusing on greater data consistency and transparency to 
provide improved information for resource planning and management. 

 Healthcare providers are engaging across the organization to embrace a more data-
driven, quality-focused culture. 

This report will be accompanied by an executive leadership forum scheduled for September 3, 
2015, during which chief-level (c-suite) executives from these healthcare organizations and VA 
will discuss best practices for refocusing management to help deliver sustainable, high-quality 
care to veterans. 

http://www.actiac.org/
http://www.gpo.gov/fdsys/pkg/BILLS-113hr3230enr/pdf/BILLS-113hr3230enr.pdf
http://www.va.gov/OCA/114th%20Congress%20Welcome%20Packet/Opportunity-to-Change-and-Improve.pdf
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Report Findings 

This report presents findings and examples of financial management practices among the 
leading healthcare organizations related to the evolving role of financial management in 
healthcare provider organizations. Specifically, it presents findings and examples related to 
financial governance, process improvement, personnel management, secure information 
sharing, and IT. Findings tend to take root in a common theme: a strong partnership between 
the CFO, CMO, and leaders and staff in other c-suite functions to deliver better care and better 
health at an affordable cost. 

The role of the CFO has evolved as these organizations apply a more integrated operating 
model to optimize healthcare quality, access, and affordability goals. The CFO is no longer 
limited to being a financial scorekeeper or controller, and is instead engaging more closely in 
“healthcare business” as part of a multi-disciplinary executive team to define and continually 
maximize value to the patient. In multiple healthcare organizations, there is an expectation and 
practice of partnership between the CFO, CMO, other c-suite executives, and their respective 
functions to deliver better care and better health at a sustainable cost. This partnership is 
particularly important with respect to the following: 

 Design and execution of organizational governance models, standards, reporting 
requirements, and decision-making, 

 Align with enterprise-wide strategy, formulation and execution of financial 
strategy, and annual resource management decisions for better healthcare 
outcomes with component organizations formulating plans and budget requests within 
guidance and procedures established at headquarters and approved centrally, 

 Plan and implement process and technology improvements to improve population health, 
through integrated teams with healthcare delivery, financial, technology, change 
management, and other skills for holistic solutions, 

 Financial personnel management, including reporting relationships that connect 
component unit CFOs to component CMOs as well as headquarter CFOs and 
CMOs, promote a culture of collaboration across financial and clinical functions, and 
establish standards for financial personnel core competencies, training, and performance, 

 Use shared, centrally operated, enterprise-wide systems for core financials, medical 
billing, collections, and other critical functions, with emphasis placed upon use of 
standardized processes, procedures, and data to promote stewardship and better enable 
decision-making at all levels of the organization, and 

 While individual component organizations may apply metrics aligned with their specific 
mission areas, establishing and disseminating core financial and service quality 
indicators across the enterprise. 

 

 

http://www.actiac.org/
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These findings align with a number of essential strategies from the VA’s Blueprint for Excellence 
published in September 2014. These include: 

 Deliver high quality, veteran-centered care that compares favorably to the best of private 
sector in measured outcomes, value, efficiency, and patient experience, 

 Leverage information technology, analytics, and models of healthcare delivery to optimize 
individual and population health outcome, 

 Grow an organizational culture, rooted in VA’s core values and mission, that prioritize the 
veteran first; engaging and inspiring employees to their highest possible level of 
performance and conduct, 

 Foster an environment of continuous learning, responsible risk-taking, and personal 
accountability, 

 Operate and communicate with integrity, transparency, and accountability that earns and 
maintains the trust of veterans, stewards of the system (Congress and veterans service 
organizations), and the public, and 

 Modernize management processes in human resources, procurement, payment, capital 
infrastructure, and IT to operate with benchmark agility and efficiency.  

The findings and examples presented in this report are intended to stimulate discussion in VA 
about steps they might take to align financial management to address the imperative of 
improving their customer experience. Key questions include:  

1. What could VA learn from looking at industry CFO roles for potential changes or 
realignment that would lead to being an equal collaborator in improving VA operations? 

2. Is there a consistent approach for standardizing processes in industry that might be 
considered to streamline VA’s financial management processes? 

3. Are there more effective strategies in industry for managing human capital that VA could 
leverage to improve financial management support for the medical community? 

4. Could VA use industry data management practices to enhance its financial management 
and improve the customer experience? 

5. Does industry have supporting IT strategies that VA could consider to improve its 
financial management and reporting?  

  

http://www.actiac.org/
http://www.va.gov/HEALTH/docs/VHA_Blueprint_for_Excellence.pdf
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Executive Leadership Forum 

The second component of this ACT-IAC project is an executive leadership forum, scheduled for 
September 3, 2015, at which executives from VA, the leading healthcare organizations 
interviewed, and other participants will meet with the following goals: 

 Provide VA with the opportunity to gain additional insight from executives in large, 
complex healthcare delivery organizations that may be applicable to VA, 

 Strengthen relationships with practitioners in non-profit and commercial providers for 
future potential collaboration; and 

 Reinforce VA’s readiness for positive, forward-looking engagement for continued 
improvement; this is particularly important, given VA’s focus on improving outcomes for 
veterans and their families, and the work underway to strengthen VA’s management, 
organization, systems, and customer service.  

Based upon the findings reported herein from the interview process and the goals articulated 
above for the executive leadership forum, at least three major areas of focus for the leadership 
conversations on best practices in financial management at the forum are proposed as follows: 

1. The CMO-CFO partnership driving healthcare quality and the patient experience, 

2. Improving the veteran experience through enhanced information and data quality, and 

3. Cultural change as the catalyst for sustainable, quality healthcare. 

  

http://www.actiac.org/
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Project Overview 

Background 

On March 4th, 1865, during his second inaugural address, President Abraham Lincoln 
addressed a divided and embattled nation in the final stages of a costly Civil War. During his 
speech, he turned his attention away from the brutal conflict toward the task of reconciliation 
and reconstruction.  

Nearly 100 years later, VA incorporated these words in its mission statement: “to fulfill President 
Lincoln's promise ‘to care for him who shall have borne the battle, and for his widow, and his 
orphan’ by serving and honoring the men and women who are America’s veterans.”  

Now, 150 years later, VA continues its work to modernize the nation’s largest integrated 
healthcare system and ensure that its patient base – the millions of men and women who have 
honorably served our nation, and their families – have access to appropriate, high-quality care, 
answering President Lincoln’s call to action.  

The VA healthcare system is unique in many respects. It is geographically dispersed and 
includes 167 medical centers, nationwide. It operates more than 1,600 sites of care, including 
1,400 ambulatory care and community-based outpatient clinics, 134 community living centers 
(formerly called nursing homes), 114 residential rehabilitation treatment centers, 300 Vet 
Centers, and 330 comprehensive home-care programs. Its patient base is sizeable and 
demographically different than non-veteran patient bases. With a medical care budget of more 
than $55B and 288,000 staff, VA healthcare facilities provide a broad spectrum of medical, 
surgical, and rehabilitative care that comprises the bulk of the spending that occurs within VA. In 
2014, VA had 9.1M veteran enrollees and a total of 6.6M patients.  

One of the goals from the VHA 2013-2018 strategic plan is to “align resources to deliver 
sustained value to veterans,” with of one of the related objectives further defined as aligning and 
coordinating support services (e.g., contracting, human capital, and IT). 

Financial management governance, processes, people, data, and technology represent a great 
opportunity for improvements and the financial management organization should be a partner in 
assisting the rest of VA in meeting this goal. 

Study Approach 

The project team approached this study in four phases, establishing distinct sub-clusters to 
perform the work: research, interviews, analysis & report writing, and the executive leadership 
forum. Two key project components are the following: 

 Development of a report that presents findings on effective practices from interviews with 
CFOs and other c-suite executives at Ascension Health, Banner Health, Bon Secours, 
Johns Hopkins, Kaiser Permanente, MedStar, Partners Healthcare, and UPMC.  

 Development and execution of an executive leadership forum where executives from VA, 
the leading healthcare organizations interviewed, and other participants will explore 

http://www.actiac.org/
http://www.va.gov/health/docs/VHA_STRATEGIC_PLAN_FY2013-2018.pdf
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lessons learned from the healthcare organizations interviewed as part of the report. The 
forum aims to: 

o Provide VA with the opportunity to gain additional insight from executives in large, 
complex organizations that may be applicable to VA, 

o Strengthen relationships with practitioners in non-profit and commercial providers 
for future potential collaboration, and 

o Affirm VA’s readiness for positive, forward looking engagement that enables 
continuous learning and improvement. This is particularly important, given VA’s 
focus on improving outcomes for veterans and their families, and the work 
underway to strengthen VA’s management, organization, systems, and customer 
service. 

The detailed steps for the approaches used are provided in Appendix at the end of this 
document. A brief description of the healthcare organizations interviewed and each phase is 
provided below. 

Eight Healthcare Organizations Selected 

In consultation with VA, the project team selected eight healthcare organizations for interviews 
based on an assessment of organizations profiled in the team’s research phase. The table 
below profiles the organizations based on their type of mission, size, scope of operations, and 
scope of services. 

 

 

 

 

 

 

 

 

  

Healthcare  
Delivery 

Healthcare  
Financing 

Education/ 
Research 

Veterans Health Administration $50-60B National X X X 
Kaiser Permanente  $47B Regional X X X 
Partners HealthCare $10B Regional X X

X 
X

X UPMC $11B Regional X 
Ascension Health $15B National X 
Banner Health $5B Regional X X 
MedStar Health $4B Regional X X 
Johns Hopkins $6.6B Regional X X 
Bon Secours $3B  Regional X 

Leading Organization Revenue Scope of  
Operations 

Scope of Services 

http://www.actiac.org/
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This Report 

The remainder of this report provides findings and examples from the interviews. Comparative 
analysis found an overarching theme – the integrated role of the CFO and CMO in connecting 
financial management to organizational strategy, management, and healthcare results to 
continually push towards improving quality, as well as findings related to: 

 Design and execution of organizational governance, 

 Component budget formulation following centralized guidance and procedures, 

 Integrated implementation of process and technology for holistic solutions, 

 Reporting relationships that connect component and headquarters CFOs and CMOs, and 

 Transparency and sharing of measures to drive performance and improve patient 
outcomes. 

Readers may note a degree of overlap between the findings and specific examples between 
these five elements. This is to be expected, as the function of a healthcare organization’s 
financial management hinges upon all of the elements working in concert. No identifier or 
patterned order was used in order to not attribute a given finding or example to a particular 
healthcare organization. 

  

http://www.actiac.org/
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Findings & Examples 

Topic One: Governance 

Findings 

Corporate governance broadly refers to the mechanisms, processes, and organizational 
relationships through which corporations are controlled and directed. Governance establishes 
the broader context in which the CFO provides financial management leadership to the 
organization. To better understand that context, the project team asked the respective 
organizations about their governance model and how it impacts financial and operational 
decision-making, resource management, and service delivery.  

In summary: 

 Even in organizations with different operating components (e.g., a “parent” board with 
separate subsidiary boards for hospitals, physician networks, and academic/research 
functions across a regional or national footprint), there is a shift toward a stronger, more 
centralized operating company governance model, in which corporate strategies are in 
place to manage across operating units to achieve better service value and efficiencies 
beyond those attainable by individual units. This is contrasted with a more traditional 
holding company model of governance in which business units generally operate 
independently and the corporate entity manages them as investments. 

 In applying stronger operating governance, the central governing body establishes 
organization-wide strategy, direction, guidance, budget processes, final approvals, 
performance targets, reporting standards, and controls and requirements, in addition to 
standardizing the overall enterprise financial systems and other mission-critical IT. 

 Regional or market-area governance structures exist, subsidiary to the corporate level of 
governance, for coordinating services geographically through decentralized care delivery 
responsibilities within a standardized framework. In some cases, subsidiary boards 
represented distinct business lines or delivery entities (e.g., hospitals) and in some cases 
regional or geographic markets. 

 While final budget decisions are determined at the corporate level, local and regional 
components play a strong role in formulating and prioritizing budget requests within the 
corporate budget framework and process. 

 Component organization CFOs are accountable for meeting centrally-established policies 
and performance targets, typically reinforced through direct reporting relationships to the 
corporate CFO, or shared “dotted-line” reporting between the component unit CEO and 
the corporate CFO. 

 Information about quality, accessibility, and cost is shared with central governance bodies 
and, increasingly, across all operating units. 

http://www.actiac.org/
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 Financial management decision-making, standards, and systems are generally the most 
centrally governed of functions. Some interviewees noted movement toward stronger 
corporate governance for clinical quality and IT management. Within these standards, a 
number of interviewees noted that clinical component organizations have the authority 
and responsibility for delivering patient care. 

Examples 

Strengthening the Corporate Center  

In one organization, a central corporate organization oversees a set of components composed 
of hospitals, academic institutions, other clinical organizations, and a physician network. Each 
component has a subset of operating entities.  

There is a board and a CFO at the corporate level and each of the component levels. The 
corporate CFO balances financial goals against the desires of each component. The component 
CFO has operational responsibility to the component unit CEO, and is responsible to the 
corporate CFO for meeting financial goals. Target margins are established at the corporate level 
and the components develop their own operating strategies to achieve those targets. Wage and 
benefit policy is established and capital is allocated centrally, for example, allowing local sites 
control of up to 60% of the depreciation for equipment and building maintenance.  

This organization has consolidated its mission support operations. Financially, all transactional 
areas are centralized under the CFO, as are much of the financial analysis and payer 
contracting. Each component has its own budget under a component CFO. Component CFOs 
are expected to be strategic partners with their CEO and drive strategy. They do not have 
transactional responsibilities, which are centralized. 

 The corporate board approves each individual entity 
and each component unit budget. If the corporate board 
rejects a submission, the submitting organization gets 
to resubmit until they create a version that the corporate 
board approves. The corporate CFO provides guidance 
before budget process. Each component has a margin 
target to start the process. Components define 
volumes, case mix, and other factors. The corporate 
CFO has visibility into each component’s budget 
through the financial system and regular 
communications with component CFOs. There is a 
closing meeting at each component unit where the local 
CFO is accountable for understanding what is driving 
the numbers. At monthly closing meetings, the 
corporate CFO gains insight into what is going on within 
the component.  

The CFO reports that the governance challenge for this organization has been encouraging 
components to think as a system rather than as individual entities with separate missions. 

Integrated CMO/CFO Role 

One CMO said “coordinated management 
of clinical and financial processes and 
information…is to some extent a result of 
the path we are on nationally to focus 
more on value-based care. However, 
we’ve known for a very long time that with 
80% of the dollars in a healthcare system 
are essentially controlled by physicians’ 
decisions; this intersection has always 
been critical to manage…I can’t imagine 
doing anything today without the CFO by 
my side. Our offices are 15 feet apart.” 

 

http://www.actiac.org/
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Population health is causing significant strain on that 
governance model, spurring focus on patients 
holistically to achieve quality healthcare outcomes and 
reduce cost.  

A second organization is transitioning from a holding 
company model to an operating company model of 
governance. The corporate entity has a board of 
directors that has clearly delineated governing power, including final decision-making on 
strategy, operations, and financials. The local entities (e.g., hospitals) that comprise the system 
have kept their local boards. The focus of these boards has primarily been on quality and 
philanthropy. Quality, however, is shifting more toward meeting organization-wide standards. 
The local boards have finance committees; the corporate-level CFO does not attend these 
meetings. Control of routine replacement capital is decentralized. All major strategic capital 
investment decisions are centralized, with local input. 

In another organization, hospitals are governed through a central corporate entity. Physician-
owned organizations with separate governance are affiliated with the central corporate entity 
under long-term contractual relationships. The corporate entity has the responsibility for making 
all the decisions that would involve investing liquid assets, obtaining credit, hospital investments, 
physical plants, and equipment. All treasury, cash management, and investment functions are 
centralized. There is a single national system solution for most core financial functions like 
accounts payable, payroll, and inventory. Medical records are also centralized. Within a 
headquarters-established framework, chief executives and CFOs in each region and their 
respective medical centers are responsible for executing budget, compliance, expense controls, 
supporting close, and reviews. Within each region, medical centers initiate operating and capital 
budget proposals within a process and prioritization methodology established by headquarters, 
tied to an enterprise-wide strategic plan with supporting 
performance metrics and a system for sharing the metrics. 
Requests are prioritized by the leadership of each region, 
and then sent to headquarters for decision-making. Monthly 
stewardship meetings occur vertically in the organization to 
review financial performance.  

One quote states nicely a common theme among 
interviewees: “[We] are in an evolution from a collection of 
entities to a single enterprise, transitioning from a holding 
company model to an operating company model. We are 
well on the way on this transition; it’s not an easy journey.” 

 For another organization, centralized systems, metrics, and 
final budget approval authority still provide medical groups with full authority and responsibility to 
handle all patient care, with incentives to physicians to help make their patients healthier and 
technology to support them as they learn more about disease states and anticipate the next 
problem. 

Changing CFO Role 

One organization indicated that the role 
of the CFO is moving away from a typical 
leadership and transactional role to more 
of a strategic business partner role.  

Transitioning to a Centralized 
Hub & Spoke Model 

One CFO conveyed an 
organizational and management 
construct where financial and 
operational processes are 
aligned through emphasis on 
standardization, while clinical 
delivery and responsibilities are 
decentralized to clinical teams, 
applying financial standards. 

 

http://www.actiac.org/
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Topic Two: Financial Processes & Process Improvement 

Financial operations processes can be dispersed, centrally organized or even outsourced, with 
variations in between. This section focuses mainly on standardization, the organization and 
strategic alignment of financial operations rather than how the work was specifically 
accomplished. 

Findings 

 Most financial processes are centralized and shared across the organization, including 
accounts receivable, accounts payable, other core financial systems operations, medical 
billing, financial reporting, on-going monitoring of key financial indicators, budget 
formulation guidance, and final decision-making. Human resources, payroll, and supply 
chain management are also centralized. 

 In the budgeting process, corporate guidance on strategic direction and margin targets 
are provided through a standardized process that involves bottom-up development of 
operating budget proposals for review and approval at a corporate level. 

 Through financial staff operating at the centralized corporate level and matrixed in 
component organizations, there is a trend toward increased process and policy 
standardization. 

 While progress has been made in standardizing IT, a number of organizations indicated 
on-going efforts are still needed to standardize processes that were not fully aligned 
during system implementation.  

 Processes are being evaluated and improved through teams with integrated clinical, 
financial, IT, and other skill sets. They are 
supported and, at times, trained and/or 
incentivized with support of the corporate CFO 
and other corporate leaders. Intended process 
improvement benefits are tied to meeting 
enterprise-wide and component unit targets 
measured by key performance indicators (e.g., 
efficiency goals to be achieved by process 
improvements tied to meeting margin targets).  

 It should be noted that for most healthcare 
organizations interviewed, outsourcing tends to 
be limited to those functions which are not 
considered a core competency and for which there is a strong market of external 
providers. For some, this includes collections, investment management, tax, and 
insurance.  

 

Centralized & Standardized 

One interviewee stated “for these 
change processes to be successful, 
physicians need to be involved in the 
beginning. The effort needs to be 
broken down to the clinical service 
line/specialty level; physicians need 
to own the process. The approach 
needs to be physician built, physician 
driven, and physician executed.” 

http://www.actiac.org/
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Examples 

Financial Processes 

One healthcare organization noted that it has clearly delineated their financial management 
authorities, standards, systems, reporting, and operating responsibilities between headquarters, 
regions, and medical service delivery centers. Headquarters manages on a centralized basis 
accounting, budget formulation and execution monitoring, compliance, core financials, medical 
billing and collections, payroll, financial risk monitoring (current and out to 2020), coding and 
admission systems, legal, materials management, and – soon – credentialing. 

Financial operations and processes of a second organization are centralized at the corporate 
level. A central office handles 90% of medical billing. The focus has been to centralize the back 
office as much as possible, such as payroll and accounts payable. Decision support and coding 
are still done locally, with efforts underway to move to stronger central capabilities. 

Core financial processes in another organization are centralized and shared, with only activities 
remaining within a component unit that require proximity and interaction with the operational 
teams (e.g., hospital financial planning and analysis). Migration to sharing these services 
centrally was driven by both value-add and cost savings opportunities. It was reported that this 
has yielded increased teamwork, greater transparency, improved financial/operational 
coordination, and significant cost savings.  

Improving Processes 

In one organization, corporate leadership has established a central process improvement unit, 
which is coordinating process improvement activities with its operating institutions. Lean Six 
Sigma methods are used, supported by external consultants. To promote ideas and buy-in from 
operating institutions, this unit has engaged with 28 process improvement representatives from 
across the enterprise. This group has received change management and financial training, and 
identified 25-30 ideas for process improvements, of which eight initiatives were selected by 
consensus. These initiatives balance quality and cost savings goals.  

As such, the CFO establishes targeted rates of return of 
three to four times the cost of undertaking each initiative. 
Operating institutions are able to keep the savings to apply 
to meeting their corporately-established annual margin 
targets. As the central performance improvement unit has 
to be self-funding, a portion of the savings goes to 
sustaining its operation. Pilot projects have been completed 
for improving the revenue cycle, account close-out, and 
materiel contracting processes. Training and engagement 
in process improvement is now being expanded to 175 
participants.  

Change Must Be Inclusive 

According to one CFO, financial 
processes are continuously 
optimized through internal 
evaluation and constant 
continuous improvement efforts. 

http://www.actiac.org/
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Topic Three: Human Capital Management 

This focus of this section was mainly on staffing skills/mix, reporting alignment, and the role of 
change management and training in financial operations. 

Findings 

 In general, CFOs in leading healthcare organizations are not only responsible for 
managing financial operations and reporting on financial position, they also provide 
strategic financial advice to their respective corporate CEO, CMO, and other c-suite 
leaders and boards. 

 CFOs of subsidiary component organizations also provide strategic financial advice to 
CEOs and CMOs of their respective organizations, even as financial operations are 
increasingly centralized under the corporate CFO. 

 Component unit CFOs often work with reporting lines that are either shared between the 
component unit CEO and corporate CFO or as a direct report to the corporate CFO. 
Typically, the component unit CEO and corporate CFO have to reach consensus on 
hiring and performance evaluation for the component unit CFO. 

 Typically, CFOs and human resource offices establish organization-wide standards for 
financial management staff with respect to job classification, qualification, compensation, 
and training requirements, as well as career development training once on the job.  

 A number of interviewees cited the importance of strong analytical skills, as well as 
recruiting and retaining staff with understanding of mission, patient wellness, and 
empathy and interpersonal skills to promote collaboration. 

 A number of CFOs promote training programs and collaborative projects that strengthen 
financial awareness and business skills of clinical and other counterparts in the 
organization, while exposing their staff to other operations. 

Examples 

Reporting Relationships & Standards 

In one organization, the corporate CFO works with the subsidiary CEOs to recruit and hire 
subsidiary CFOs, establish performance targets, and evaluate performance. Subsidiary CFOs 
operate with a dotted line relationship with the corporate CFO and the subsidiary CEO. Financial 
management staff at the subsidiary level report to the subsidiary CFO and are part of the 
subsidiary operations. The subsidiary CFO balances the local/central objectives. There are 
standard job descriptions, core competencies, training, compensation, performance plans, and 
reviews for financial management staff within the CFO reporting chain. Despite efforts at 
standardization, it is estimated that one in five staff performing financial functions that are 
embedded in clinical operations work outside of these standards. 

In another organization, regional CFOs have a solid reporting line to the headquarters head of 
finance and a dotted-line reporting to their respective regional chief executives, who are served 
more as clients than as bosses. This reporting relationship extends to medical center CFOs and 

http://www.actiac.org/
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their chief executives. Most medical centers have CFOs, though smaller centers have CFOs 
who also perform other duties. At larger facilities, typical financial management job classes are 
CFO, director of accounting, senior analyst, and analysts I and II.  

In a third organization, component organization financial teams have reporting relationships that 
matrix into the enterprise level team.  

Enterprise-wide & Functionally-Integrated Recruiting, Training, Career Development, & Culture 

One organization has developed learning communities in recent years that are each led by a 
physician, typically a medical director, and a nurse, typically a nursing director. Each must 
understand the financial numbers behind the clinical metrics and are charged with improving 
quality while reducing costs. 

Change Management Considerations for Successful Integration Efforts  

Another organization promotes a financial management 
culture rooted in the guiding principle of “integration” that 
includes the vision, mission, and objectives of excellence, 
quality, diversity, and engagement. This organization 
invests a fair amount of training on new tools – classroom 
and online – and pays close attention to employee career 
paths. Its financial organizations put their staff through a 
leadership program that allows people from different 
components of the organization to participate in a series of 
learning experiences.  

One provider emphasizes focus on common mission objectives and core values amongst its 
personnel. The finance department works with human resources to develop the core 
competencies for senior financial leadership and staff.  

Another organization is conducting an assessment of all of its financial groups to understand 
where there may be variation in management staff roles and responsibilities compared to 
organization and industry standards, and to better standardize how personnel are organized. 
This organization seeks financial personnel who bring an analytical mindset to their work and 
seek to have a positive impact on reducing the risk of disease prevalence in patients.  

Enterprise-wide standards are applied by another provider for financial management job 
qualification, certification, and core training through a centrally-delivered learning center, 
mentoring though regions, and medical centers have latitude on other forms of training. 

The CFO, in partnership with his senior leadership team and human resources, defines financial 
management roles. Recruiting and training aims to source personnel with the ability to grow, 
analyze, and protect the enterprise, which can also identify trends and increase productivity 
while maintaining transparency and sound controls. 

Quality over Cost Metrics Drives 
Performance 

One organization shared their 
approach: “[Our goal is] delivering 
best in class care – best quality 
outcomes achieved with managed 
costs. That’s what drives decision-
makers.” 

http://www.actiac.org/
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Topic Four: Data Management to Improve Performance 

The use of standardized of data and performance metrics were the key topics in this area. It was 
not strictly about financial operations, but rather indicated the close alignment or integration 
between, clinical, financial, and other types of information. 

Findings 

 A number of interviewees emphasized the priority 
providers are placing on improved data management. 
The ability to capture, organize, and integrate financial 
and other data and provide management information 
and key performance indicators (KPIs) is important as 
providers focus on population health and value-based 
care delivery.  

 Most organizations use standardized metrics and reporting to determine financial and 
clinical condition, progress toward goals, and to facilitate regular communication among 
component units, within the corporate c-suite, with governing bodies, and externally.  

 Organizations turn to a number of sources for the metrics their data populate, using 
nationally recognized benchmarks like the Healthcare Effectiveness Data and Information 
Set (HEDIS) measurements, associations, and consultancies, and what internal teams 
identify.  

 There is a trend toward integration of clinical and financial and other business information 
to support better decision-making and transparency. From the perspective of CFOs, it 
appears that financial management metrics may be more standardized than clinical 
metrics. 

 While corporate leaders typically establish core KPIs and goals to be applied and 
reported by component operating units, components in a number of organizations apply 
additional metrics or goals suited to local conditions.  

 A number of organizations reported struggles with standardizing the underlying data 
feeds and processes for producing standard financial reports. These organizations are 
making data standardization a priority. 

Examples 

Sharing Metrics to Promote Financial Performance across Organizational Boundaries 

Component units within one organization historically have been reticent about sharing financial 
information with other parts of the enterprise, but that is changing over time. Within financial 
functions, there is an effort underway to develop metrics to show operating efficiency. This is 
proving easier in the transaction areas. A consultancy is supporting development of productivity 
metrics on the revenue side. Sharing of clinical information among the component units is also 
increasing. Corporate headquarters is creating an electronic data warehouse for enterprise-wide 
adoption within governance rules established with clinical, financial management, and IT 

Quality Initiatives Designed 
to Increase Quality 

“Decisions are driven by 
quality outcomes and 
initiatives are put forward with 
an expectation that each will 
further increase quality.” 

http://www.actiac.org/
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collaboration. Within criteria established through the data governance process, staff applies for 
authorization to have access to certain data.  

Another organization has a significant number of KPIs and data that are tracked, reported, and 
reviewed on a regular basis through an integrated scorecard. These reports are shared across 
the organization, promoting transparency between the organizations on performance. A 
balanced scorecard considers other mission success metrics such as covered lives, outsourced 
costs, and mission critical metrics (e.g., care for individuals in poverty). There is still a fair 
amount of manual effort to create the scorecard that is planned to be eliminated with more 
centralization and modernized systems. 

This organization has a robust cost accounting system in place, even though more work in this 
area is needed. KPIs include debt-to-cash ratio, day’s cash on hand, operating margin 
performance. It uses standard ratios, and a number of budgetary and regulatory indicators with 
which it must comply. Data is shared well within the financial organization, using a website to 
publish all KPIs, financial information, and standard reports for the governing board. The 
organization prioritizes consistency and has built a policy and procedure framework to help 
achieve this goal. 

Financial & Clinical Metrics 

One organization uses a centrally-managed index of 
metrics tracked historically and in real time. The 
executive interviewed believes that the three keys to 
performance indicators are to make them simple and 
easy to understand, stick to them over time, and share 
them widely across the organization. This organization 
has tracked the cost of cases dating back six years. 
The organization also sees it as vital to have the financial leads and the clinical leads working in 
concert on metrics that are attainable to ensure success for the organization. The CMO has set 
the expectation that financial leadership from each facility will reach out to clinical because 
metrics tracked require them to interact. Across the scope of diagnosis codes, the length of stay 
(LOS) is estimated for a given patient, comparing the actual LOS and then checking with the 
managers to determine the reason for any variation.  

A second provider has established a clinical data trust group that blends clinical operating data 
with data provided by its enterprise-wide financial system to support planning and decision-
making. 

A third organization is continuing to improve the integration of the clinical/utilization and financial 
information to make the most effective use of its resources to serve patients. 

Another healthcare provider has its financial teams partner with operational and clinical teams to 
compare metrics to outcomes.  

Another organization reports on a core set of financial measures across the enterprise, with 
component organizations using customized metrics and reporting. So long as the components 
provide the standard metrics needed at the corporate level, components may use their own 

Metrics Focus Strategic Vision 

An interviewee stated: “the leadership 
benefits from narrowly focusing on a 
small number of clearly defined and 
related metrics. These carefully 
selected and maintained metrics have 
assisted us in focusing on the 
strategic vision for the past 10 years.” 

http://www.actiac.org/
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approaches. As a result, there is a set of corporate-level metrics plus additional metrics kept at 
the component unit level. Corporate leadership sees the importance of reporting and metrics 
that integrates healthcare quality and financial resources as a gold standard, but acknowledges 
that the organization has not yet achieved this standard. 

Metrics with Clinical and Financial Implications (illustrative, not comprehensive) 

Metric Clinical Implication Financial Implication 

Service 
Authorization Rate 

Authorization permits veterans access to 
timely and appropriate care.  

Authorization rates should be used to 
ensure that utilization is appropriate and 
that there is not over or underutilization of 
certain services. 

Readmission Rate 

Often broken into sub-categories such as 
30-day or 90-day, the unplanned 
readmission rate for specific procedures, 
e.g., hip arthroplasty, or conditions, e.g., 
heart attack or stroke, are used as a 
measurement against other hospital 
performance. 

 

Readmissions increase overall cost to 
serve the veteran and a readmission rate in 
excess of certain thresholds may reduce 
reimbursement by Medicare. 

Healthcare 
Associated Infection 

Rate 

This measures how often patients in a 
particular hospital contract certain 
infections during the course of their 
medical treatment, when compared to like 
hospitals. Many times, infections can be 
prevented when healthcare facilities follow 
guidelines for safe care. 

Infection increases the rate of readmission 
and complications which lead to greater 
costs to serve the veteran. 

Childhood 
Immunization Rate 

The degree to which pediatric patients are 
up-to-date on recommended 
immunizations is a key quality metric of 
well-child care. Inadequate immunization 
can increase the risk of acquiring serious 
infectious diseases.  

In addition to the additional costs 
associated with treating infectious diseases, 
low rates of immunization can affect pay-
for-performance incentives from insurance 
plans.  

Patient Satisfaction 

Patient satisfaction is a measure of the 
overall quality the patient experience. It 
takes into account the responsiveness of 
staff, clarity of communication, and 
transitions of care and should be balanced 
with appropriate quality of care. While the 
relation to quality of care is debated, it is a 
measure that hospitals will be judged on 
going forward by payer, providers, and 
patients. 

As hospitals move from a fee-for-service to 
a valued-based model, maintaining patient 
volume will be critical to revenue. Patient 
satisfaction is an indicator of patient 
volume. Moreover, the Affordable Care Act 
included patient satisfaction as a factor in 
CMS’s Hospital Value-Based Purchasing 
for Medicare, thus potentially creating an 
impact on inpatient hospital 
reimbursements. 

http://www.actiac.org/
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Topic Five: IT Management 

Information technology includes IT strategy, financial systems, shared systems, and how IT is 
used to facilitate or support operations in the health services industry. 

Findings 

 Core financial, human capital, and supply chain management information systems are 
typically centralized, with component units and corporate levels consuming the 
information they provide as they manage their resources to deliver patient care and other 
services. 

 Sharing systems appears to be a mature strategy for leading healthcare organizations 
with instances of consolidation and centralization identified in all organizations 
interviewed. Improvements cited included increased standardization, efficiencies, and 
cost reduction from improved performance of centralized processes.  

 Standardized financial systems as well as full implementation of enterprise resource 
planning (ERP) systems were identified as enabling platforms for more centralized 
operations.  

 For financial management, efficiencies and improved standardization benefits were 
accompanied by an increased focus on financial planning and analysis ability to provide 
strategic advice to business executives. 

 A number of the financial systems were full-scale implementations of ERPs, providing the 
technology platform for implementing financial operations shared across the enterprise. 
Teams with integrated skill sets, such as finance and human resources, can be found 
supporting deployment.  

 CFOs and their staffs contribute to formulating with clinical and IT staff and/or evaluating 
proposed IT system requirements, budget requests, and execution of spending on 
important IT projects, such as optimization of fully interfaced electronic healthcare 
records. 

 Most of the healthcare organizations interviewed have interest in leveraging cloud 
computing as a strategy. However, it was clear that all are in the early stages of 
development. Two organizations indicated that they were pursuing cloud computing 
strategies related to the storage of information meant for external use or for interacting 
with external stakeholders. In all cases, security of data, especially patient data and 
current data used to run the enterprise, including financial data, posed major concerns 
that still have to be addressed. 

Examples 

Translating Financial Management Technology to Patient Value  

According to one CFO, patient access and revenue cycle applications are where financial 
systems provide the most direct value to patients. For example, one application will improve the 
patient experience because of the standard way the organization can now process claims to 
reduce processing time. While general ledger, accounts payable, human capital, cost 

http://www.actiac.org/
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accounting, payroll, and procurement technology and capabilities may not directly touch the 
patient, they are fundamental to creating the conditions in which the organization can serve 
patients effectively. 

Shared, Centralized, and Standardized Systems: Almost There  

As noted throughout this report, the preponderance of organizations interviewed use 
centralized, internally shared systems to manage finances and other business functions. Some 
acknowledge that they have more work to do. One organization uses a single standardized core 
financial system and another system for all inpatient and outpatient functions. Revenue cycle 
processes have been automated outside of the core financial system, though there is the aim of 
eventually marrying these. All new hospitals acquired by the system are coming onboard directly 
to the organization’s core financial system. This organization made data access to support 
decision-support, self-service tools, and drill-down capabilities a key requirement in the financial 
system. 

Another organization has deployed a single financial system across the enterprise but 
implementation has not been carried out across the organization in precisely the same way. 
When getting into the details of subsystems, more variation can be found than is desirable. For 
example, the general ledger chart of accounts is not exactly the same across the system. 

Outsourcing  

One organization that centralized its financial functions has outsourced some limited financial 
activities around revenue cycle and insurance eligibility functions, but for the most part it 
performs these functions internally. 

The CFO of another organization indicated there has not been much outsourcing outside of 
certain collection functions. This organization does not appear to have explored outsourcing 
transactional or other financial functions to U.S.-based shared service providers. 

In another organization, only services not core to the organization’s competency are outsourced, 
such as investment, captive insurance, and specialty tax. 

Integrated Teams to Consider IT Investments  

One organization’s core financials, procurement, human resources, travel, and other business 
systems are fully integrated. Getting the system implemented the same way in each place is 
challenging. For new IT funding proposals, clinical, IT, and financial staff develop proposals 
which are then evaluated, prioritized, and considered for approval at the component unit level, 
and then advanced to the corporate level for final evaluation and decision-making. 

A second organization coordinates value analysis teams, including finance, operations, and 
clinical personnel, to vet existing and new technology aimed at improving service delivery to 
patients. 

Enterprise Wide System Deployments  

Change management is not easy. The CFO of one healthcare provider highlighted the challenge 
of getting everyone on the same page for an enterprise-wide payroll implementation, citing the 
difficulty in getting everyone to change at the same time.  

http://www.actiac.org/
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To manage change, an organization began its implementation of an organization-wide ERP 
several years ago to establish a standardized financial, human resources, and supply chain 
management platform. A significant number of personnel from human resources, finance, and 
other resources were engaged in the deployment. Some of the resulting shared services have 
been outsourced, including net revenue management, managed care, and tax. Shared services 
are co-located in one location to enhance the use of expert resources and improve overall 
effectiveness of backroom functions. This organization is working to further increase 
centralization and standardization. 

To bring the right mix of skills to an enterprise-wide system deployment, another organization 
formed a team of nearly 400 personnel from finance, human resources, and other operations. 

In another provider, system and process integration team leads are selected based on their 
compassion, in addition to strength of technical capabilities. 

Cloud Computing  

Because of concerns over security and privacy, one organization has not emphasized the use of 
the cloud to support clinical or financial operations. There is some use of the cloud for research 
functions. 

Another organization is not in the cloud to any significant extent, especially not with any clinical 
data, because more work is needed to address security and Health Insurance Portability and 
Accountability Act of 1996 (HIPAA) risks.  

Another organization indicated that cloud computing may be the eventual solution and that 
consumer-driven product technology is where the future is, but that there are still legitimate 
concerns with cloud security. As a result, there has not been any serious strategy related to the 
use of the cloud for clinical information. 
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Conclusions on the Evolving Role of the CFO 

Among these healthcare organizations, the CFO is not limited to being a financial scorekeeper 
or a controller, but is instead engaging more closely in “healthcare business” as part of a multi-
disciplinary executive team to define and continually maximize value to the customer through 
quality, accessibility, and affordability. In multiple healthcare organizations, there is an 
expectation and practice of partnership between the CFO, CMO, other c-suite executives, and 
their respective functions to deliver better care and better health at a sustainable cost.  

Collaboration is particularly important with respect to governance, financial personnel 
management, and executing process improvements – especially those responsible for cost 
containment and patient satisfaction. Enterprise-wide, centrally operated and regulated systems 
and data standards, combined with reporting on results, support this evolution. 

These findings align with a number of Essential Strategies from VA’s Blueprint for Excellence 
published in September 2014. These include: 

 Deliver high quality, veteran-centered care that compares favorably to the best of private 
sector in measured outcomes, value, efficiency, and patient experience, 

 Leverage information technologies, analytics, and models of healthcare delivery to 
optimize individual and population health outcomes, 

 Grow an organizational culture rooted in VA’s core values and mission that prioritizes the 
veteran first, engaging and inspiring employees to their highest possible level of 
performance and conduct, 

 Foster an environment of continuous learning, responsible risk-taking, and personal 
accountability, 

 Operate and communicate with integrity, transparency, and accountability that earns and 
maintains the trust of veterans, stewards of the system (Congress and veterans service 
organizations), and the public, and 

 Modernize management processes in human resources, procurement, payment, capital 
infrastructure, and IT to operate with benchmark agility and efficiency. 
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Federal Services; Cora Murphy; Jean Murphy, Sutherland Global Services; Adelaide O’Brien, 
IDC; Jenny Oh; Dominic A. Paris, Accenture Federal Services; Donald Perry; Dr. Craig J. 
Petrun, MITRE; Denis Pirnia, Primescape Solutions, Inc.; Raju Prasannappa, ASM Research; 
Martha Przysucha; Linda Radford, Assured Resource Consulting, LLC; Michael L. Ross, HP; 
Mikki Ross; Marc Roth; Cheryl Scheidt, Deloitte; Kim L. Schmidt, MAXIMUS; Joseph Sclafani, 
Oracle; John Shaw, ACT-IAC; Arlene Smith, Deloitte; Leslie C. Stevens, Attain; Lola Stith, The 
Ambit Group; Brent Stockman; Daniel Swedberg, Synthesys, LLC; Helayne Sweet; Denise 
Tauriello; Jim Traficant, Accenture Federal Services; Vish Varma; Michael Vogel, Harris; Sara 
Wachspress, ASM Research; Steven Walker, Accenture Federal Services; Frank Washburn, 
ASM Research; Sherry Weir, Kearney & Company; Mark Withers, ASM Research; Deneen 
Williams, CGI Federal; and Fred Zimmerman, VA. 

These individuals brought their particular experience to the task as well as their ability to reach 
back into their IAC member companies for corporate knowledge and expertise.  

ACT-IAC and the project team would like to acknowledge and thank Kathleen Turco, CFO, VHA; 
Laurie Park, Deputy Assistant Secretary for Finance - Controller, VA; Avie Snow, Associate 
Deputy Assistant Secretary, Financial Business Operations, Office of Finance, VA; and Leroy 
Larkins, Senior Policy Advisor in the Office of Finance, VA, for their input and guidance in 
identifying and understanding the government perspective in relation to the questions and for 
extending invitations to the healthcare organization executives for interviews. 
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Appendix 

Selecting the Healthcare Organizations to Interview 

To select the healthcare organizations to interview, the project team’s research cluster 
considered organizations that had some similarities to VA in that they were geographically 
distributed, had budgets in the billions of dollars, had multiple component organizations, and 
had reputations in the healthcare industry for effective management practices.  

More specifically, following criteria was researched for all identified healthcare providers: 

 Type of institution (e.g., commercial, non-profit), 

 Spectrum of services offered (acute care, clinics, long-term care), 

 Service delivery method, 

 Organizational structure/model, 

 Coverage/number of sites/states, 

 Patient population, 

 Annual revenue/budget, 

 Technology implementation, 

 Payment type, 

 Leadership position in quality improvement, and 

 Number of employees. 

As a result of the research, new criteria emerged: 

 Service delivery method, 

 Organizational structure/model,  

 Technology implementation (for example, healthcare facilities that have implemented 
technology which led to improved system integration), 

 Payment type, and 

 Leadership position in quality improvement. 

The final list of healthcare providers reflected systems that received recognition for their quality 
of care, technology implementation, consistent performance, and a high ranking in the 2014 
Most Wired Winners or U.S. News rankings for best hospitals. 

Of the 14 organizations that the research cluster identified, eight accepted the request for 
interviews. These were Ascension Health, Banner Health, Bon Secours, Johns Hopkins, Kaiser 
Permanente, Med Star, Partners Healthcare, and the University of Pittsburgh Medical Center. 

Interviews & Report Writing 

The project’s interview cluster developed a standard interview guide. Volunteers from the project 
team interviewed CFOs at each of the healthcare organizations selected. One of these CFOs 
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also held the title of chief administrative officer and a number of these CFOs also had titles of 
executive vice president or senior vice president. The project team also interviewed two CMOs, 
a CIO, and a vice president for performance excellence operations to help round out the team’s 
perspective.  

The project team then compared responses across the organizations interviewed in to identify 
common practices and unique or interesting approaches. The examples provided do not reflect 
an exhaustive list of responses. To encourage candid discussion with c-suite executives and 
respect that these organizations operate in a competitive marketplace, this report does not 
attribute specific practices or findings to a given healthcare organization or executive. A list of 
interviewed organizations and positions held by those the project team interviewed is provided 
below. 

The project team’s analysis and writing cluster developed a preliminary summary of findings 
summary, briefed the summary to VA project champions, and shared a draft of the report with 
VA and the healthcare organizations interviewed for comment. 

Approach to the Interviews 

At the request of VA, the project team interviewed executives in eight healthcare organizations 
on their financial management practices. 

Interviewer Selection 

The interview cluster worked through the following steps to identify volunteers to take part in 
interviews: 

 Emails requesting availability for interviews were sent out between 8:00 AM and 4:00 PM 
with the aim of receiving responses within the three-hour window during business hours. 

 Responses from available participants were gathered into a spreadsheet and a random 
sample formula was used to select two volunteers for the interview and one volunteer as 
a back-up, with preference shown to organizations that had yet to participate in an 
interview. 

 At least two member organizations were represented in each interview, to the extent two 
member organizations’ representatives were available.  

 The relationship manager that contacted the interviewee had the option to join the 
interview. 

 Interviews were not rescheduled due to a volunteer’s inability to attend. 

Interview Preparation 

The project team established a mandatory training session for each team member interested in 
conducting interviews. The goals of the training session included: 

 Outlining expectations for a successful interview, 

 Defining roles of the interviewers, 

 Familiarizing sources with the interview template and approach, 
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 Providing interview tips, 

 Communicating the required actions following an interview, and 

 Answering any questions volunteers have about the general process. 

Role definition during the interview was an important component to maximize the information 
gathered. Each interview had at least three roles filled (a fourth role is relationship manager): 

1. Interviewer: ask primary and follow-up questions and engage the interviewee. 

2. Facilitator: manage the interview flow, pull appropriate themes together when 
appropriate, and provide context if necessary. 

3. Scribe/note-taker: capture key points in the interview within the template, to include those 
present at the interview and any additional points of contact the interviewee may 
recommend. 

4. Relationship manager (if applicable): has an existing relationship with the organization 
and/or person the project team sought to interview and was responsible for introducing 
the team and kicking off the interview. 

The interview training provided specific guidance on opening the interview, ensuring the source 
of their organization’s confidentiality will be maintained, and how the captured data will be used. 
Additionally, role definition helped to establish clarity for the source. 

Prior to each interview, interviewers were provided a checklist to ensure the team was as 
prepared as possible for a successful session. The interviewer was designated to contact the 
interviewee directly to establish a primary POC for the healthcare organization and to provide 
the questions and agenda prior to the interview, allowing the source to review and prepare for 
the session.  

The interview team reviewed biographical information on each source prior to the session to 
best understand their background and current role within their organization. The project team 
developed specific questions tailored for the various leadership positions targeted for interviews 
(e.g., CFO, CEO, and CMO).  

Conducting the Interview 

Each interview was conducted with a methodical and consistent approach to ensure the data 
would be comparable from each session.  

Our goal was to understand how organizations conduct financial management activities 
(organization, processes, and accountability) to determine best practices for financial 
management in a decentralized, geographically-dispersed health organization. In addition, we 
were interested in modernization efforts, such as cloud and shared services components. 

To identify healthcare and financial management leading practices, each interview was broken 
up into the following five areas: 

 Governance, 

 Financial processes and process improvement, 

 Personnel, 
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 Data, and 

 Technology. 

The interviewers were provided a detailed list of questions in each of the areas listed above 
which were approved by VHA in December 2014 following a detailed analysis phase, identifying 
key metrics and processes which drive high-performing healthcare organizations.  

The interview template was developed to promote standardization across interviews, facilitate 
the analysis and report writing process, and minimize the need for additional clarification of data 
gathered from the interviews. Each template included background information, questions by 
category, a section for note-taking, and closing comments for the source. Working sessions 
were conducted with all volunteers to identify key concerns, questions, and the best method for 
grouping themes. Following these working sessions, the team created a list of questions which 
was discussed with VHA leadership and preceded the interviewer training sessions.  

At the conclusion of the interview our team offered the opportunity to participate in the executive 
leadership forum, where the findings of this data analysis effort would be presented and 
discussed. Additionally, we asked for recommendations for other sources, though only in the 
event the source was unable to answer specific questions or provide detailed responses in 
certain areas.  

Our team sent a VHA-approved thank-you note to sources no later than 24-hours following the 
interview. The notes were consolidated and provided to the project team leadership. All 
members participating in the interview reviewed and provided feedback to the notes captured 
after the designated note-taker completed the first iteration. These compiled notes were used for 
further analysis and developing reporting outputs. 

Interview Template 

Preparation 

Source Name:  

Title:  

Healthcare Organization:  

Functional Responsibilities:  

Interviewer, Title, Date, Time, & 
Location: 

 

Background/Purpose of the Interview:  

The VHA comprises the bulk of the spending that occurs within VA and as such represents the 
greatest opportunities for financial management improvements. VA asked the C&T SIG 
Financial Management Committee to help it understand the current state of best practice within 
the for-profit, not-for-profit, Department of Defense medical organizations, and other applicable 
organizations. 
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Topic Focus  
(Data 

Governance, 
People, Process, 

Technology) 

Purpose/Objective Questions Notes 

Welcome 
Explain the purpose and 
structure of the interview 

    

Governance 

Understand organization’s 
governance model 

G-1A: What governance model do you 
employ and how has this impacted the 
effectiveness and timeliness of 
decision-making (delegation of 
authority)?  

  

Understand how 
governance model impacts 
operating model and how 
services are delivered 

G-1B: At what levels are financial 
decisions made, e.g., central office, 
hospital, division? 

  G-2A: What degree of responsibility is 
centralization / decentralization of your 
hospital system?  

  G-2B: What volume / type of 
responsibilities centers (e.g., service, 
cost, profit, investment) does your 
health system have? 

  G-2C: Are the responsibilities, 
authority, and accountability of 
managers / leads of each the same? 

  G-2D: If not, how are they different 
and why? 

  G-3: How does your governance 
structure ensure that information is 
consistent and comparable across the 
enterprise? 

Process 

Understand the 
organization’s operating 
model 

PR-1A: What is the operating model 
for financial processes, e.g., 
centralized vs. decentralized, 
outsourced, shared services?  

    PR-1B: If processes are centralized, at 
the entity level or enterprise level (or 
other)? If you have outsourced 
processes or used shared services, 
which processes were migrated?  
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Topic Focus  
(Data 

Governance, 
People, Process, 

Technology) 

Purpose/Objective Questions Notes 

Understand the 
organization’s key financial 
processes 

PR-1C: How did you determine which 
processes should be migrated vs. 
retained?  

  PR-1D: What have been beneficial 
about using these operating models? 

Understand which 
processes are centralized 
vs. decentralized 

PR-2A: What are your key financial 
management processes that help you 
achieve the best care?  

  
PR-2B: How do you align your 
financial processes with operational 
processes?  

  PR-2C: How do you make decisions to 
balance quality of care vs. cost? 

  PR-3A: How does your organization 
continuously optimize its financial 
processes? 

  PR-3B: How do you benchmark your 
processes for efficiencies? 

Data 

Understand the key data 
needs for financial 
management 

D-1A: What are your key performance 
indicators?  

  

Understand how the 
organization uses data for 
decision-making 

D-1B: How are these used, tracked, or 
shared, and how do they tie to the 
mission? 

  D-2A: How is data shared across 
organizations?  

  D-2B: Example: cost center to central 
office?  

  D-2C: Within operations?  

  D-2D: Automated data flows?  

  D-2E: With mission services? 

  D-3A: How is financial data combined 
with operation metrics?  

  D-3B: Other administrative functions? 
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Topic Focus  
(Data 

Governance, 
People, Process, 

Technology) 

Purpose/Objective Questions Notes 

  D-3C: Describe how financial data is 
reported and used by operational or 
clinical divisions within your health 
system? 

People 

Understand the 
organization’s roles and 
responsibilities 

PE-1A: What are the key skill sets 
required for financial staff?  

  

  PE-1B: What training is provided on 
an ongoing basis, e.g., system and 
process? 

Understand the skillset 
needs of financial staff 

PE-2A: How are financial 
management roles, responsibilities, 
and/or reporting relationships defined 
across the enterprise?  

  
PE-2B: Who defines the roles and who 
ensures proper execution? 

  PE-3A: Through your transformation 
efforts, what have been significant 
change management challenges and 
how have you addressed these?  

  PE-3B: What are your guiding 
principles to implement the culture of 
the financial organization? 

Technology 

Understand the 
organization’s financial 
systems and architecture 

T-1A: Have you standardized on a 
single technology across your 
enterprise?  

  

  T-1B: If not, how do you overcome 
data sharing challenges? 

Understand how the 
organization modernizes it 
financial systems 

T-2A: How are financial systems 
integrated with other systems in your 
organization?  

  T-2B: What integration points bring the 
highest ROI and operational 
efficiencies? 

  T-3A: Was technology developed in-
house or using outsourcing / shared 
service systems?  
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Topic Focus  
(Data 

Governance, 
People, Process, 

Technology) 

Purpose/Objective Questions Notes 

  T-3B: Cloud solutions 

Thank you and 
closing 

Thank the interviewee for 
their time 

    
  

Identify any documentation 
requests and timeline 

We are conducting interviews as part of our research on organizations that have some 
similarities to the VA medical system in order to identify best practices related to financial 
management. Specifically, we would like to understand how organizations conduct financial 
management activities (organization, processes, and accountability) to determine best practices 
for financial management in a decentralized, geographically dispersed health organization. In 
addition, we are interested in modernization efforts, such as cloud and shared services 
components. 

The VHA is evaluating the following areas: 

1. Financial management governance, 

2. Key financial management processes, 

3. Financial management personnel accountability, performance, capabilities, and 
efficiencies, 

4. Providing financial data for the managers through effective systems (hospital fiscal chief, 
hospital administrator, CMO, CIO, and others), and 

5. Financial management technology. 

To identify healthcare and financial management leading practices, each interview will be 
broken up into the following five (5) areas: 

1. Governance, 

2. Processes, 

3. Data, 

4. People, and 

5. Technology. 

During the Interview 

Each area has a list of primary questions, as outlined below. In addition, there are more specific 
questions that may be used as follow-up questions within the Compiled List of Questions VA 
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Draft document. Areas should be prioritized based off the source’s unique function and role 
within their healthcare organization. 

Sample Performance KPI Working Definition 

Pre-registration Rate 
Number of patient encounters pre-registered / number of 
scheduled patient encounters 

Insurance Verification 
Total number of verified encounters / total number of 
registered encounters 

Service Authorization Rate 
Number of encounters authorized / number of encounters 
requiring authorization 

Point-of-Service (POS) Cash 
Collections 

POS payment / total patient cash collected 

Conversion Rate of Uninsured Patient 
to Payer Source 

Total uninsured patients converted to insurance/total 
uninsured discharges and visit 

Days in Total Discharged Not Final 
Billed (DNFB) 

Gross dollars in A/R (not final billed) / average daily gross 
revenue 

Days Total Discharged Not Submitted 
to Payer (DNSP) 

Gross dollars in DNFB + gross dollars in FBNS / average 
daily average revenue 

Days in Patient Accounts Receivable 
Net patient account receivable / (net patient revenue / days 
in period) 

Net Days in A/R Net A/R / average daily net patient service revenue 

Late Charges as a Percentage of Total 
Charges 

Charges with post-date greater than three days from 
service date / total gross charges 

Net Days in Credit Balance 
Dollars in credit balance / average daily net patient service 
revenue 

Days in Final Billed Not Submitted to 
Payer (FBNS) 

Gross dollars in FBNS / average daily gross revenue 

UB04 (8371) Clean Claim Rate 
Number of claims that pass edits requiring no manual 
intervention / total claims accepted into claims scrubber 
tool for billing prior to submission 

Denial Rate - Zero Pay 
Number of zero paid claims denied / number of total claims 
remitted 

Denials Overturned by Appeal 
Number of appealed claims paid / total number of claims 
appealed and finalized or closed 

Denial Write-offs as a Percentage of 
Net Revenue 

Net dollars written off as denials / average monthly net 
revenue 

Aged A/R as a Percent of Billed A/R by 
Payer Group 

0-30, >30, >60, >90, >120 days / total billed A/R 
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Sample Performance KPI Working Definition 

Cash Collection as a Percentage of 
Adjusted Net Patient Service Revenue 

Total cash collected / average monthly net revenue 

Bad Debt Bad debt / gross patient service revenue 

Cash to Debt 
(Cash & cash equivalents + ST investments + funds 
designated PPE + LT investments) / long-term debt less 
current portion 

Maximum Annual Debt Service 
Coverage 

(Net income + interest + depreciation) / maximum annual 
debt service 

Debt to Cash Flow 
Total debt / (net income + depreciation * 365/days in 
period) 

Charity Care Charity care / gross patient service revenue 

Charity and Bad Debt / Patient 
Revenue 

Charity + bad debt expense / net healthcare revenue + 
charity + bad debt expense 

Charity as a Percent of 
Uncompensated Care 

Charity care / total uncompensated care (bad debt + 
charity care) 

Uninsured Discount Uninsured discounts / gross patient service revenue 

Total Uncompensated Care 
Uninsured and uncompensated care (bad debt + charity 
care + uninsured care discount) / gross patient service 
revenue 

Cost to Collect Total revenue cycle cost 

Cost to Collect by Functional Area 
Total x (x = the cost of each functional area) cost / total 
cash collected 

Case Mix Index 
CMI (average RW / patient) = sum of relative weights for 
all patients / number of inpatients in the month 

Net Patient Revenue Per FTE Net patient revenue / total FTEs 

Cost Per Purchase Order Average cost per total purchase orders 

Cost Per Invoice Average cost per invoice 

Operating Margin Operating income/total operating revenue 

Total (Excess) Margin Net income/total revenue 
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Sample Performance KPI Working Definition 

Return on Equity Net income * (365 / days in period) / net assets 

Return on Total Assets 
Net income * (365 / days in period) / total liabilities and net 
assets 

EBIDA Margin (Net income + interest + depreciation) / total revenue 

Operating EBIDA Margin 
(Operating income + interest + depreciation) / total 
operating revenue 

Current Ratio Total current assets / total current liabilities 

Supplies / Operating Revenue Supplies / total operating revenue 

Age of Plant Accumulated depreciation / depreciation and amortization 

Labor (SWB) / Operating Revenue 
Salaries + contract labor + benefits / total operating 
revenue 

Overhead / Operating Revenue 
Corporate services contribution margin excluding regional 
allocations / total operating revenue 

Source: Healthcare Financial Management Association and Interviewees 

Sample Potential Quality/Financial KPIs 

Inpatient raw mortality rate Vaccination rate 

CMS core measures Beta blocker use rate 

Harm events per 1,000 patient days Catheter removal rate 

Bed turnover VTE prophylaxis rate 

Readmission rate (30 days, Medicare) 
Rate of prophylactic antibiotics stopped 

within 24 hours after surgery 

Occupancy rate Cleanliness & quietness of hospital 

Average length of stay Responsiveness of hospital staff 

Average cost per discharge Infection rate 

Patient satisfaction Patient safety rate 

Rate of complications Rate of primary PCI within 90 minutes 

Source: Healthcare Financial Management Association and Interviewees 
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