
Cash Practice Alternatives: Considerations for Doctors 
PART I

This is Part I of a two-part article on cash 
practice alternatives. Part II, focusing on 
transitioning to a cash practice, will appear in 
the May/June issue of Practice Management 
Notes.

Dealing with patients’ health 
insurers is often complex and 
frustrating for doctors and 

their practice staff. Navigating the 
maze of health insurer contracts and 
contending with medical payment and 
other reimbursement rules that differ 
from health insurer to health insurer 
demands significant administrative cost 
and time. After investing in expensive 
practice management systems and 
submitting claims to patients’ health 
insurers, doctors and their practice 
staff find that it can take weeks or 
even months to receive payment from 
these health insurers—if they receive 
payment at all. Health insurers also 
often change contracted rates with little 
or no notice, which makes it difficult to 
audit payments for accuracy. On top of 
all this, many doctors have been unable 
to negotiate rates that are adequate to 
cover increasing practice costs, leaving 
them with the feeling that maintaining 
the financial viability of their practices 
is beyond their control.

Doctors seeking ways to simplify their 
practices and reduce administrative 
overhead are evaluating whether 
limiting their financial dependence 
on health insurer contracts is a viable 
option. Many of these doctors are 
turning to an array of alternatives often 
referred to as “cash practices.”

What is a cash practice?

A cash practice refers to one or more 
of the following business practices and 
models:

•	 Time-of-service	collections	– 
minimize patient billing and the 
risk of not being paid by collecting 
the patient’s financial responsibility 
(including deductibles, coinsurance 
and copayments) at the time of 
service.

•	 Fewer	health	insurer	contracts	
(hybrid	model) – reduce the 
number of health insurer contracts 
and continue to see patients in 
the terminated plans as an out-
of-network doctor. Either collect 
payment in full from those patients 
at the time of service or accept 
assignment of benefits, billing the 
health insurer and collecting the 
balance from the patient once the 
health insurer has paid.

•	 No	health	insurer	contracts – 
eliminate health insurer contracts 
altogether (including opting out 
of Medicare) and continue to see 
patients in the terminated plans 
as an out-of-network doctor, 
collecting payment in full at the 
time of service.

Understanding cash 
practice alternatives

Each cash practice alternative has many 
implications for you, your colleagues 
and your patients, so weigh each option 
carefully. In all cases, f lexibility and the 
willingness to redesign some or much of 
your practice administration is necessary 
if you want to change the basis on 
which you are paid.

time-of-service 
collections

Without changing your health insurer 
contracts or making dramatic changes 
in your practice administration, you can 
collect most copayments, coinsurance 
and deductibles from patients at the 
time of service. This approach avoids 
the payment delays that result when you 
wait for the health insurer explanation 
of benefits (EOB) and bill your patient 
weeks or even months after his or her 
appointment.

Implementing time-of-service 
collections allows you to:

•	 Receive your payment of the 
patient’s financial responsibility 
immediately;

•	 Lower administrative costs by 
eliminating the need to bill patients 
or pursue collection, except in 
special circumstances;

•	 Improve patient service by 
providing cost information in 
advance or at the time of service; 
and
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•	 Quickly identify patients who 
are reluctant or unable to pay so 
you can address their situations 
proactively and professionally and 
avoid months of billing expense 
and aggravation.

You shouldn’t need to make significant 
changes to your practice in order to 
collect at the time of service. You 
can continue to use your practice 
management system for billing 
Medicare, health insurers and certain 
patients who cannot or will not pay 
their share at the time of service, or for 
whom you waive the time-of-service 
payment policy. The number of practice 
staff you need will probably not change. 
If you use a billing service, however, 
this is an opportunity to renegotiate 
your service contract if the billing 
service’s workload decreases as a result 
of reduced patient billing and collection 
follow-up.

feWer health insUrer 
contracts (hybrid model)

You may find you have more health 
insurer contracts than you can manage. 
Some health insurer contracts may 
represent a very small number of 
patients, while others may represent 
many patients but pay below the cost 
of services provided. Regardless of 
your mix of contracts, you should 
periodically assess each health insurer 
contract and decide whether it is in 
your best interest to continue as a 
participating doctor.

When you terminate a health insurer 
contract, your status will change 
from in-network (participating) to 
out-of-network (nonparticipating) 
for patients with coverage from that 
health insurer. When patients see you 
as a nonparticipating doctor, you may 
collect your retail fee schedule instead 
of contracted rates. In most cases, a 
patient’s nonparticipating benefits 

will entail a higher patient financial 
responsibility as a result of going out of 
network. This means you must collect 
more from patients as a nonparticipating 
doctor than you did when you had a 
contract with their health insurer.

If you have a hybrid practice—that 
is, some of your patients see you as 
a participating physician (including 
Medicare and Medicaid) and others see 
you as a nonparticipating physician—
you should bill based on a single 
retail fee schedule for the services you 
offer. The health insurers you have 
contracts with will pay you based on 
the discounted fees you have agreed to 
accept, and public health insurers will 
pay based on their fee schedules. You 
can still offer discounts from your retail 
fee schedule to patients who see you 
out of network and pay at the time of 
service, to patients who have financial 
hardship, or in other situations that you 
determine merit a lesser charge. You 
may publish your discounts, but be sure 
it’s clear that they apply only to defined 
situations and you accept the lesser 
amount as a clearly identified discount 
applied to your standard billed charges. 
You may also negotiate directly with a 
patient to address a particular situation. 

As a nonparticipating doctor, you can:

•	 Collect payment directly from the 
patient at the time of service.

•	 Choose whether to (1) accept 
assignment of benefits, bill the 
health insurer and collect the 
balance from the patient once the 
health insurer has paid; (2) collect 
from patients and provide itemized 
bills for them to submit to their 
health insurers; or (3) collect from 
patients and send courtesy bills on 
their behalf to their health insurers 
without taking assignment of 
benefits to save your patients from 
having to file claims themselves.

Paring down your practice’s health 
insurer contracts will not affect your 
relationship with the health insurers 
with which you have advantageous 
contracts. You’ll continue to use your 
practice management system for billing 
Medicare, health insurers and certain 
patients who cannot or will not pay 
their share at the time of service, or for 
whom you waive the time  of-service 
payment policy. The number of practice 
staff you need will probably not change. 
If you use a billing service, however, 
this is an opportunity to renegotiate 
your service contract if the billing 
service’s workload decreases as a result 
of reduced health insurer and patient 
billing and reduced collection  
follow up.

no health insUrer 
contracts

You may find that taking an extreme 
approach—terminating all of your 
health insurer contracts and opting out 
of Medicare—is appropriate for your 
specialty, community environment and 
patient mix.

If you choose not to deal with insurance 
or government programs of any kind, 
your patients will be entirely self-pay 
and will choose you because of the 
services—or level of service—you 
offer. However, being independent of 
health insurer rules also means patients 
will not find you in any health insurer 
directories. As a specialist, you may also 
lose some, many or all referrals from 
participating doctors.

You may find that without health 
insurer contracts or government 
program billing, you can greatly reduce 
overhead costs and establish an ultra-
simple practice setting with minimal 
staff.
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evalUating cash practice 
alternatives

How	will	transitioning	to	a	cash	
practice	affect	my	patients?

In general, patients accept how their 
doctors operate; few are shopping 
around for a doctor practice that 
operates  in a particular  fashion. Many 
patients may prefer to pay at the time 
of service instead of being surprised by 
bills that come several months later, but 
they are rarely given the opportunity. 
Therefore, they will want to understand 
what you charge and what their choices 
are. Patients with health insurance who 
have always seen in-network doctors  
may be unclear on how it is different 
if their doctor is considered out-of-
network. 

Regardless of which cash practice model 
you choose, when you implement one 
of these alternatives, more of the cost of 
care will fall on your patients instead of 
on their health insurers. This cost shift 
may be because:

•	 You collect what patients owe at 
the time of service, which means 
more patients pay you everything 
owed.

•	 With fewer health insurer 
contracts, you have more patients 
who pay your retail fee schedule, 
instead of the patient share of the 
discounted contracted fee schedule 
you agreed to with the health 
insurer.

•	 Patients pay more for hospital  or 
other referred services  that are not 
covered  by their health plans when 
the referral comes from an out-of-
network doctor.

Depending on the cash practice model 
you choose, your practice also may be 
somewhat or even significantly more 
expensive for your patients. If patients 
currently come to your practice only 
because you are considered in-network, 
they may leave your practice as a result 
of the cost. Of course, for most patients, 
selecting a doctor is not based purely on 
cost. Patients who see you now may stay 
with you because they trust you and 
value the care you provide.

You can make the transition to a 
cash practice easier for your patients 
with good planning and effective 
communication. Without these, the 
transition can be uncomfortable—even 
painful---for your patients. It is your 
responsibility to be clear and factual in 
explaining how the new practice model 
will work so your patients can evaluate 
whether the change is affordable and 
worth the additional cost for out-of-
network services. You are entitled to 
make decisions that are beneficial to 
you and that you believe will enable you 
to practice as you see fit. Similarly, your 
patients will make their own decisions 
about how your business practices affect 
their relationships with you.

What	about	my	colleagues?

You practice OMS within a system of 
doctors, other health care providers and 
facilities. You refer patients to other 
doctors and receive referrals yourself. 
You admit patients to hospitals, render 
services in various facilities, and send 
patients for laboratory and radiological 
tests. Any changes you make in your 
practice can and will affect other 
doctors and facilities with which you 
share responsibility for care of your 
patients. If you terminate a health 
insurer contract, the referral patterns of 
your colleagues who are participating 
doctors may have to change, along 
with your facility relationships. This is 
because most managed-care contracts 

require contracted doctors to refer only 
to other contracted doctors, and some 
managed care contracts reduce hospital 
and other health facility benefits if the 
patient is referred by a non-contracted 
doctor.

It is your responsibility to let your 
colleagues know about your plans 
to become a cash practice and to 
terminate some or all of your health 
insurer contracts. Not informing 
colleagues in advance of your transition 
can backfire, especially when you are 
terminating a health insurer contract. 
Your colleagues who remain contracted 
will need time to establish alternative 
call and referral arrangements to meet 
their contractual obligations, and you 
will want to retain their goodwill and 
positive recommendation. Proactive 
communication will be a key to 
successfully making the changes you 
desire within the time frame you want.

Which	model	will	work	for	me	and	
my	practice?

No single practice model works for 
every doctor.  Depending on the nature 
of your practice, the characteristics of 
your patient mix, whether you have 
partners, your lifestyle desires, your 
environment and community, and even 
your personality, some combination of 
these cash practice components may or 
may not be right for you. Regardless of 
which model you pursue, your financial 
success and personal satisfaction will 
depend on your ability to deliver quality 
service and to honor the commitments 
you’ve made to your patients.

Are	my	personality	and	working	
style	conducive	to	building	a	
successful	cash	practice?

As you move away from your reliance 
on health insurers for most of your 
income, you’ll become increasingly 
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dependent on your patients to pay you 
at the time of service. How can you 
increase the odds that enough of your 
patients will stick with you and, in 
many cases, pay you more than they do 
now?

Think about other service providers: 
lawyers, accountants, fitness trainers, 
and tailors. You choose them based 
on their personalities, work styles and 
results, punctuality, availability and 
willingness to solve problems, and how 
they treat you as a client. These are the 
same criteria your patients may use to 
evaluate you and your  services when 
they are deciding whether they are 
willing to pay more for your services. 
If you are not interested in enhancing 
these aspects of your practice, you 
may be better off leaving your health 
insurer contracts and referral patterns 
undisturbed. T

This educational resource is not intended to 
provide legal advice. Consultation with legal 
counsel is highly recommended prior to making 
any decision that may affect your practice.

This educational resource was developed through 
a cooperative effort between the American Medical 
Association Practice Management Center and 
Topline Solutions Inc, a subsidiary of NaviNet.

Copyright 2008 American Medical Association. 
All rights reserved.


