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Health Directions, LLC
• Health Directions is the premier provider of Consulting 

Services to Academic Medical Centers, Physician 
Practices and Hospitals. We support our clients in 
achieving their optimal financial performance.

• Health Directions delivers its entire suite of Practice 
Solutions (financial turnaround, revenue cycle 
management, operations, strategic planning, 
compensation, EMR implementation and practice 
transition) through a Seasoned Team of health care 
professionals

• Health Directions has been assisting hospitals and 
physician improve their financial performance           
since 1985

Major Health Directions’ Clients

Client Location Providers Locations

Holzer Clinic Gallipolis, OH 120 9

Summit Medical 
Group

Summit, NJ 140 25

Practice Plus Little Rock, AK 250 22

Univ. of Texas-
Physicians

Houston, TX 520 17

U. of Florida. 
Medical Group

Gainesville, FL 700 15

Seton Family of 
Hospitals

Austin, TX 410 15



Characteristics of Successful Medical 
Practices
• Structures in place to proactively measure and report on 

high-level financial indicators

• Ability to benchmark performance outcomes against 
industry benchmarks or best practices
– Organizational wide

– Department based

– Employee production or outcomes

• Use of comprehensive business metrics to identify areas  
for process improvements, support innovative 
management models and drive system wide 
performance

Trends: Shift to Consumer Driven Health 
Care 
• Patients  are taking more responsibility for healthcare 

spending

• Payers are shifting financial responsibility to the patient

• Employers are shifting healthcare costs to employees

• Healthcare providers are seeing a shift in payer 
reimbursement to patient (self-pay)

• The government is promoting ‘Consumer-Driven 
Healthcare’ as a means of slowing the growth of national 
healthcare spending



Trends: Implications of the Patient 
Protection and Affordable Care Act
• New models of healthcare delivery

– Accountable Care Organizations
– Medical Homes
– Shared group appointments
– Regional networks

• Reimbursement tied to quality performance 
measurements and reporting

• Increased patient demand for services
• Greater need for practice efficiencies
• Increased pressure on practice costs

The Value of Business Metrics

• Business metrics are an important component in driving 
performance improvement

• Trending indicators can quickly diagnosis problems and 
measure solutions

• Certain financial indicators allows for projecting revenue 
and measuring results

• Tying business metrics to operational processes can 
lead to proactive management, anticipating problems 
and quick results



“If you can’t measure it, you 
can’t manage it.”

Norton & Kaplan

Performance Improvement Requires 
Measurement

• Financial indicators help define practice priorities and 
evaluate progress

• Dashboard reports must be simple and easily 
understood by physicians and staff:

– Translate well into operational processes

– Create an understanding of how indicators can be impacted

– Measure the entire revenue cycle as well as it’s components



Understanding The Revenue Cycle
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Patient Focused Revenue Cycle

Best Practices
� Front-end process
� Business office functions
� Standardized policies, procedures 

and work flows

People
� Staff training and education
� Outcomes  tracking
� “Patient-focused” approach

Electronic Solutions
� Access Management
� Patient Financials
� Electronic Medical Record
� Business Intelligence
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Front-end Indicators

• Scheduling/registration 
errors

• Transaction edits

• Front-end edits

• Coding distributions

• Charge lags

• Time of service 
collections

• Percentage of patients 
cashiered
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Front-end Operational Indicators

• Front-end Edits 1-2%

• Office Charge Lag <1 day

• Hospital Charge Lag 1-3 days

• Co-pay Collection % 95%

• Time-of-Service Payments 90%

• Percentage of patient cashiered 95%

• Percentage of daily scheduled filled 90%

• Percentage of daily cancellations 5%



Sample Office Scorecard

Phases Of Front-end Collections

• Identify the Time Of Service (TOS) or Payment On 
Account (POA) amount, and establish collection goals

• Incorporate the collection goals into the front-end 
process

• Identify system tools to facilitate the front-end collection 
and posting processes

• Incorporate patient eligibility processes into collection 
strategy

• Measure the actual results against targeted collection 
goals with the use of reports



Collection Components
Two types of front desk collections :

• Time-of-service (TOS):  
– Patient responsible payment for today’s visit

– Commonly a co-pay, co-insurance or payment in full collection 

for today’s services

– Posted directly to today’s visit invoice

• Payment-on-account (POA):

– An outstanding balance on a patient’s account 

– Commonly in a self-pay, self-pay after insurance, pre-collection, 

or collection FSC 

– Can be auto-posted based on FIFO, or posted directly to an 

invoice

The Earlier You Communicate, The More 
You Collect
• Prior to visit, healthcare is the greatest priority to 

patients
– Psychological advantage for healthcare provider to collect at 

check-in

– Following the visit, healthcare drops to last priority and the 

“debt” becomes the high priority

• *Estimated collection percentage by front-desk function

– Check-in 90%

– Check-out 70%

– On month after visit: <40%

*Results of a survey performed by Passport Health Communications



Sample Office Collection Report

Overview of Edit Process Methodology

• Edits are errors to an invoice or claim, and are 
considered “re-work”

• Reducing edits occurs from tracking edits on a monthly 
basis and trending over time

• Better performing organizations have edit rates between 
3% - 5%

• Efficient reporting of edits provides the tools to identify 
issues or problems

• Providing the best opportunity to send the claim right, the 
first time is important!



Source of Edit Problems

Sample Clearinghouse Edit Reports



Insurance Eligibility and Verification: An 
Increasingly Important Component

• Groups who do no verify insurance or eligibility are at a 
significant disadvantage
– No way to identify HDHP patients until after the visit

• Non-covered service, authorization required, or patient 
not enrolled could result in 3% to 8% of group’s total 
denial rate

• Incorporate tools already within Groups disposal

– Clearinghouse

– Electronic eligibility

– Payer web sites

Business Office Functions

• Electronic claim submission

• Edit processing

• Remittance and payment 
posting

• Denial management

• Insurance follow-up

• Payer analysis

• Customer services

• Self-pay collections

• Third-party collections

� Consumer Focused
� Improved Claim Accuracy
� Prompt Account Resolution
� Increased collections
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Back-end Performance Indicators

Net Revenue per Physician FTE: TBD

Charges per Physician FTE: TBD

Claims Processing Days: 2-3

Edit Rate: 2%

Denial Rate (in claims): 3%

Net Collection Rate: 97% - 99%

Days in A/R: 40 – 52

90 Day CvC: 92% -94%

Annual CvC: 97% - 99%

Bad debt expense: 1-2%

Sample Processing Report



The Cost of Rejections

• According to University Health Consortium (UHC) 
rejected claims are the number 1 challenge facing 
business offices

• Over 20% of all claims are rejected by payers and 
50% of those are never resubmitted

• Every 1% of claims rejected can cost an organization 
$50,000 to $250,000 in annual net revenue

• According to FPSC an initial claim cost $6.50  to bill 
versus $25.00 to resubmit a rejected claim

28

Efficient Claim Process Leads to Cost 
Saving

Costs of Processing Individual Claims

$6.50

$25.00

First time 
success can 
yield up to 280% 
“savings” per 
claims

Source: UHC-AAMC Academic  Practice  Billing and Collection  Resource Survey 2006



Keys to Effective Denial Management

• Definition: Claim denials or rejections represent errors or 
inefficiencies on claims resulting in a denied payment

• Effective management of denials can provide significant 
cash flow and increase profitability

• Reducing denials and rejections occurs from tracking on 
a periodic basis and trending over time

• Better performing organizations have denial rates 
between 3% - 5%

• Efficient reporting of denials/rejections provide the tools 
to identify issues or problems

Sample Denial Report



Sample Detail Denial Report

Identify the Source of the Denials

Identify the Source of the Denials



Case Study 1

• Physician-owned group has 25.3 physicians in nine 
office locations

– 24.3 Family Practice physicians

– 1 gastroenterologist

• The practices are comprised of 200 employees with 
annual gross revenues of $15MM

• Although the group has strong practice management, 
the group is on track to lose over $2.6MM on its 
employed family practice groups in 2005

• Net loss per physician is twice the MGMA average for 
family practice physicians

Financial Assessment of Medical Group

• To understand losses, the family practice groups and 

gastroenterology practice were reviewed and compared against 

industry benchmarks (MGMA all practices) in 4 key areas:

– Charges and collections per provider

– Practice’s expense structure

– Physician compensation and incentive

– Billing and collection activities*

• A high level review of fee schedules, performance indicators, 

and contract reimbursement  was conducted

• A lack of financial reporting on practice performance was 

discovered



Financial Observations Summary
• Created key operational indicators to measure revenue 

cycle performance:
– Patient seen per hour, per provider

– % of scheduled filled

– Claim rejection rate

– Net collection rate

• Family practice outcomes were below the MGMA 
median

• Although expenses were fairly in line with MGMA 
benchmarks, low revenue contributed to a negative net 
income

• The fee schedule was much lower than market rates and  
limited reimbursement for services

Approach To Improvement
• Established a Physician Practice Executive Committee 

to oversee practice performance with the following 
responsibilities:
– Develop a three year business plan

– Develop a QA program

– Build a group culture among the physicians

– Recommend a compensation plan to align physician  and 
hospital incentives

• Identified and reviewed practice indicators
• Realigned physician compensation

– Revised physician compensation plan to align 
incentives with the Group based on costs and 
revenues



Approach To Improvement  (Con’t)

• Developed monthly reports to be shared with physicians 
and included comparisons to MGMA

– Gross revenue

– Net collections

– Non-MD operating expenses

– Funds available for MD compensation

– Productivity

• Developed business metrics focused on helping the 
physicians grow and develop their practices

Results

• Established a new compensation model that better 
aligned physician objectives with the Group

• Established outcome reports to measure performance 
and, more importantly, assist physicians in growing their 
practice

• Loss per physician was on track to decrease by over 
15% in the first year

• Physician leadership group assisted hospital 
administration in measuring practice performance and 
providing overall group practice support 



Collected vs Collectable
• Similar to net collection rate, but allows for more 

accurate review
• Collected :  Payment received and line item 

posted
• Collectable : The allowable amount as negotiated 

in contract

• Great metric to evaluate overall revenue cycle 
performance

• Forces you to ask specific questions and drill down to 
find answers

• Dependent on knowing contract fee schedule

• Allows for better contract negotiations

CvC Indicators
90 Day CvC:  (Allowable posted 4 months ago)/

(Payments received in the next 3 months) 

90 Day CvC: 92-94%

180 Day CvC: (Allowable posted 7 months ago)/
(Payments received in the next 6 months) 

180 Day CvC: 95-97%

Annual CvC:  (Allowable posted 13 months ago)/
(Payments received in the next 12 months)

Annual CvC: 97-99%  (Net Collection Rate)

Collected vs Collectable



Sample 90 Day CvC Report

SEPTEMBER, 2005
INSURANCE PLAN CHARGES ALLOWABLE COLLECTED

(Coll./Allow.) 
% COLLECTED

AETNA $1,639,044 $1,062,610 $1,043,451 98.20%

AMERIHEALTH $185,361 $145,090 $140,925 97.13%

USHC $1,986,460 $1,267,667 $1,210,398 95.48%

UNITED 
HLTHCARE $1,653,396 $1,283,729 $1,219,456 94.99%

MEDICARE $4,532,591 $1,799,580 $1,679,789 93.34%

CIGNA $1,146,525 $911,439 $847,316 92.96%

OXFORD $1,318,334 $1,053,521 $960,497 91.17%

HEALTHNET $579,508 $477,573 $418,675 87.67%

HORIZON $258,003 $258,003 $195,264 75.68%

SELF $272,173 $272,173 $188,777 69.36%

TOTAL $13,571,395 $8,531,385 $7,904,548 92.65%

Payment Analysis

• Recommendation for payer auditing (can add 5-10% of 

annual revenue to practice)

• Identify underpayments, missing payments, incorrect rejected 

claims

– Educate staff on contracts and reimbursement

– Establish payment analysis trending reports (CvC, etc.)

– Identify clause in contract which allows for correct reimbursement

– Need to be persistent

– Consider using an outside consulting group to assist with the 

analysis and negotiations



Weekly Payment Analysis Report 

Summary Payment Analysis Report



Importance Of Dashboard Indicators

• The business of medicine requires data

• Performance improvement requires measurement

• Dashboard indicators focus on practice’s goals

• Reports provide feedback to staff and physicians

• Provides basis for strategic decision making

• Reports track, trend, and compare outcomes against 
colleagues and benchmarking data

• Dashboard reports  most efficiently developed using a 
data warehouse or business intelligence solution

Business Intelligence Solutions

• Most BI solutions have multidimensional cube design 
allowing for:
– Slice & Dice

– Drill Down

– Ad Hoc Analysis

– Instantaneous

– Compressed Data

• An efficient cube can be built 

around any collection of data that relates to your 
business

• Allows for multi-dimensional reporting



Sample Dashboard Report

Sample Dashboard Report



Sample Dashboard Report

Case Study 2



Background

• 100 plus providers in multi-specialty group practice

• Very lucrative managed care contracts

• Were not able to evaluate contract performance

• New physicians were productive, but overall revenue 
was low

• Contract rates (fee schedules) were loaded in 
information system

Annualized charges: $152MM

Annualized collections: $88MM

90 day CvC 84%

180 day CvC 89%

Gross Collection %: 57.9%

A/R per physician: $523,000 (versus a target 

of $83,095)

Practice’s Financial Indicators



Issues Identified with the Revenue Cycle

• Follow-up functions were in silos and very manual

• Minimal patient verification performed prior to patient 
visit leading to high rejections

• Only collected 25% of co-pays and small percentage of 
self-pay

• Relied on business office for verification and managing 
claim denials

• Self-pay collection team followed up on patient 
statements and outstanding accounts

• Bad debt write-off amount at over 7% annually

Reviewed Claims in Process



Refocused Business Office Management 
and Staff
• Established multi-disciplinary project team that met 

weekly to assist with developing new processes

• Designated processes requiring automation and 
standardization

• Identified key financial and operational indicators for the 
group and business office

• Developed revenue cycle tracking reports that were 
regularly monitored and discussed

• Focused on translating business indicators into 
operational performance

• Developed Registration Manager position focused on 
revenue cycle improvements

Financial Impact
• Insurance - Reimbursed at Contracted Rates

• Financial impact of an estimated $4-5M net collection 
recovery

• Claims identified as not being paid at contracted rates 
equaled to over $8.7M in gross charges  (calculation 
assumes ability to collect 50-60% of claims)

• A great majority of 1 time improvement $  came from 
resolving underpaid claims

• Through improved back-end process and adjustment of 
front-end functions, the group could improve 
performance in the self-pay collection department by at 
least $500K per year



Developed Key Metrics to Measure 
Business Functions

Establish CvC Indicators by Plan

NOVEMBER, 2005
INSURANCE PLAN CHARGES ALLOWABLE COLLECTED

(Coll./Allow.) 
% COLLECTED

AETNA $1,639,044 $1,062,610 $1,043,451 98.20%

AMERIHEALTH $185,361 $145,090 $140,925 97.13%

USHC $1,986,460 $1,267,667 $1,210,398 95.48%UNITEDHLTHCAR
E $1,653,396 $1,283,729 $1,219,456 94.99%

MEDICARE $4,532,591 $1,799,580 $1,679,789 93.34%

CIGNA $1,146,525 $911,439 $847,316 92.96%

OXFORD $1,318,334 $1,053,521 $960,497 91.17%

SELF $272,173 $272,173 $188,777 69.36%

TOTAL $13,571,395 $8,531,385 $7,904,548 92.65%



Practice Results

• Centralized functions were responsible for all claim and 
statement processing enterprise-wide

• Claim edits/rejections were  reviewed and tracked for  
analysis

• Evaluated CvC by payer and tracked results

• Initiated accountability for data integrity

• Created financial indicators and targets by functional 
area

• Established overall CvC indicators and built into 
practice’s budget

Summary

• Business metrics supports proactive management and 
can significantly improve a practice’s profitability

• Without information, the ability to manage the business 
of health care is limited

• Identifying and trending indicators leads to accountability

• Good reporting tools allow physicians and practice 
managers to manage the process, instead of the process 
managing them 

• Business metric prepares you for the future:  manage 
care contracting, pay-for-performance, reimbursement 
analysis, etc

• Time is money



Daniel J. Marino
President/CEO
541 North Fairbanks Court
Suite 2740
Chicago, IL  60611

Dmarino@healthdirections.com

Phone:  312.396.5414
Fax:       312.396.5401

Contact Information


