
1/16/2014

1

January 23, 2013

HFMA Tristate Winter Institute

Be the Fortune Hunter in Your Revenue Cycle Process: 

Applying Lean Processes to the Physician Revenue Cycle to Improve 
Cash Flow and Decrease Staffing Costs

Agenda

I. Introduction

II. Overview

III. Maximizing Revenue Cycle Performance

IV. Our Role in the Process

V. Key Metrics and Dashboards

VI. Key Tenets of Lean Processes

VII. Common Tools

VIII. Denial Tracking

Appendix A – Glossary

Appendix B – Business Office Benchmarking

1785\90\226553(pptx)-E2



1/16/2014

2

2785\90\226553(pptx)-E2

I.  Introduction

I.  Introduction
ECG Management Consultants, Inc.

• ECG is a national consulting firm focused on offering strategic, management, and 
financial advice to healthcare providers.

• We are particularly known for our expertise in physician/hospital relationships, 
practice management (PM) process improvement, managed care contracting and 
strategy, strategic and business planning, and programmatic development.

• Our over 130 consultants operate out of offices in Boston, Dallas, 
San Diego, San Francisco, Seattle, St. Louis, and Washington, D.C.

• Since 1973, have completed thousands of major consulting engagements.

– More than 500 hospitals/health systems.

– 100-plus medical groups

– 200 faculty practice plans.

– Over 100 of the nation’s medical schools and more than 250 teaching 
hospitals.

3785\90\226553(pptx)-E2

For 40 years, our mission has been to provide exceptional 
management consulting services to healthcare clients.

We serve as trusted advisers to the nation’s leading healthcare providers.
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II.  Overview

II.  Overview
Session Objective

The objective of this session is to understand the implications of Lean and 
Six Sigma practices for the revenue cycle.  Specifically, by the end of this 
discussion, everyone should be able to:

• Review critical revenue cycle functions and their impact on ultimate cash 
collections.

• Understand the essential metrics to track and trend properly.

• Identify opportunities within the revenue cycle to incorporate Lean and Six 
Sigma tools to improve processes.

• Understand the impact organizationally and culturally by implementing 
new processes.

5785\90\226553(pptx)-E2
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II.  Overview
Healthcare Trends

6785\90\226553(pptx)-E2

The word cloud below highlights the trends that are in focus as the new year approaches.  

NOTE:  Size of word reflects degree of interest in trend.   

7785\90\226553(pptx)-E2

Forecasts indicate that by 2014, overall Internet consumption 
on mobile devices will exceed that of traditional computers.1

Patient Consumerism

• 4.8 billion people own a mobile 
phone and 4.2 billion people 
own a toothbrush.1

• 48% of 18–34 year-olds check Facebook 
before getting out of bed.1

• The “consumerism” of healthcare is 
showing that patients are slowly becoming 
“customers” and will have more 
information and choices, which will enable 
self-directed care.

• Technologies being implemented now 
include patient portals, expanded 
telemedicine services, mobile apps for 
ER wait times, retail health centers, etc.

Provider Consumerism

• Sites where physicians can message each other, 
have private discussions, comment on 
presentations by peers, and hold virtual 
consultations, such as QuantiaMD, are thriving.

• Providers are also looking to expand services 
through virtual visits to reduce the inefficiencies 
of in-office visits, where the average clinical visit 
is 7 minutes with a 60-minute wait. 

• Price transparency and patient choice may drive 
providers to engage in
“bidding wars” on sites 
such as MediBid for 
select services.

It is important to separate the bleeding edge from the cutting edge, when 
providers are entertaining some of the IT options to foster consumerism.

1 Geonetric, October 2013 Analysis Report and IHT2 Infographic.

II.  Overview
Patient and Provider Technology
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II.  Overview
Variation in Ambulatory Payment Rates

Evaluation and Management (E&M) Codes

• In 2014, CMS will move forward with collapsing the five levels of 
outpatient clinic codes into one single code – G0463.

• The new clinic visit code is assigned a national payment rate of 
$92.53 and a national copayment of $37.01, which is a co-payment 
percentage of just under 40%, which deviates from the traditional 
rate of 20%.

• Payment in 2013 ranged from $56.77 to $175.79, depending on the 
level, so hospitals will be paid less for Level 4 and 5 visits.

99201
99202
99203
99204
99205

99211
99212
99213
99214
99215

99201
99202
99203
99204
99205

99211
99212
99213
99214
99215

CY 2013 CY 2014

G0463G0463

Future Services Targeted

• Given the projected growth (see accompanying table) in 
outpatient services, as well as recent Medicare Payment 
Advisory Commission (MedPAC) recommendations, we 
can expect that CMS will discourage the utilization of 
outpatient services by impacting both the rates paid per 
unit and unit utilization. 

• Of particular interest are diagnostic and imaging codes.

Reducing the payment variance between physicians’ offices and hospital 
outpatient departments will be a focus for CMS in 2014 and beyond.

1 “Report to the Congress: Medicare Payment Policy,” MedPAC, March 2012.-15.0% -10.0% -5.0% 0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

Neurosurgery

Orthopedics

Vascular Services

Cardiac Services

Inpatient Outpatient

2011–2017 All Payor Volume Growth Projections1
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Healthcare price transparency is becoming an increasingly prominent topic.

II.  Overview
Price Transparency – Notable Publications/Events

“The $2.7 Trillion Medical Bill:
Colonoscopies Explain Why U.S. Leads the World in Health 

Expenditures” – June 1, 2013

The article discusses the wide range of costs in the U.S. for 
a colonoscopy.  One example compared the costs in New 
York City, about $8,600, to Baltimore, $1,600.

The story by Steven Brill, J.D., 
discusses his findings after 
spending 7 months analyzing 
hundreds of bills from hospitals, 
doctors, drug companies, and 
medical equipment 
manufacturers.

“One hospital charges $8,000 – another, $38,000.”
– May 8, 2013

The article highlights the variance of three complex procedures 
between two hospitals within ¼ mile of each other in Miami, Florida.

Cosponsors included Academy Health, Network for Regional 
Healthcare Improvement (NRHI), HFMA, and NCQA.
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The demand for organizations to be more transparent with their pricing will 
continue due to pressure from both patients and the government.

II.  Overview
Price Transparency – Increasing Pressure
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Growth of HSA – Qualified High-Deductible Health Plan 
Enrollment, Covered Lives (Millions)1

Pressure from patients, who are increasingly 
carrying a greater burden of the costs.

1 Source:  AHIP Center for Policy and Research, 2005–2013 HAS/HDHP Census 
Reports. 

Pressure from CMS and state governments 
forcing organizations to be more transparent.

May 2013 – New information available to public … 
Data is being released that shows significant 
variation across the country and within communities 
in what providers charge for common services.  
This data includes information comparing the 
charges for the 100 most common inpatient 
services and 30 common outpatient services. 

State of Arizona

June 2013 – Law mandates that providers make 
available upon request or post online the “direct pay 
price” of their most commonly performed 
procedures.  Hospitals will have to disclose the 
prices of their 50 most common services and 
physician practices their 25 most common services.

11785\90\226553(pptx)-E2

III.  Maximizing Revenue Cycle Performance
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Time-of-
Service 
(TOS) 

Collections 

Time-of-
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Collections 

Charge EntryCharge Entry
Coding/ 
Charge 
Capture

Coding/ 
Charge 
Capture

• Schedule 
appointments.

• Make reminder 
telephone 
calls.

• Apply CPT 
and ICD-9 
codes to 
each 
encounter.

• Collect co-
pays.

• Collect self-
pay payments.

• Arrange 
financial 
agreements.

• Enter 
charges.

• Adjust 
capitated 
charges.

• Submit primary 
claims.

• Submit 
secondary 
claims.

• Post all 
payments and 
adjustments.

• Deposit money 
in the bank.

• Answer patient 
inquiries.

• Perform 
denials follow-
up.

• Resubmit 
claims.

• Issue refunds.

• Gather 
demographic 
information.

• Obtain 
insurance 
information.

Revenue Cycle Functional AreasRevenue Cycle Functional Areas

III.  Maximizing Revenue Cycle Performance
Functional Areas

To improve cash collections, it is paramount to understand the eight 
functional areas in both the front end (clinics) and back end (business office).

785\90\226553(pptx)-E2 12

III.  Maximizing Revenue Cycle Performance
Revenue Cycle Process – Hospital

13785\90\226553(pptx)-E2

Revenue Cycle
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III.  Maximizing Revenue Cycle Performance
Revenue Cycle Process – Physician Practice
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The flow chart below provides a high-level summary of the revenue cycle process.
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III.  Maximizing Revenue Cycle Performance
Current Billing Flow Diagram – Sample Practice

15785\90\226553(pptx)-E2
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III.  Maximizing Revenue Cycle Performance 
Improvement Opportunities Abound

16785\90\226553(pptx)-E2

The revenue cycle process varies significantly across organizations, 
but the primary building blocks and associated challenges, especially 
those resulting from the Affordable Care Act (ACA), are comparable. 

A number of new technologies are available on the market to increase efficiency.

III.  Maximizing Revenue Cycle Performance 
Front End

Front-End

Operations

Scheduling

Arriving 
Patients

Co-Pay 
Collection

Patient 
Chart 

Access 

17

Arriving Patients

• Consistency of check-in 
process at each practice.

• Reliance on paper 
processes.

• Training sites for new staff 
at busiest practices.

Scheduling

• Telephone triage at front 
desk, which interrupts 
other front desk tasks.

• No true open-access 
scheduling.

• Lack of monitoring of no-
shows and cancellations.

Patient Chart Access

• Scanning vs. manual 
updating of information 
(e.g., insurance cards).

• Access to other 
databases and 
unscanned paper charts.

• Reliability of servers.

Co-Pay Collection

• Tracking of payments/ 
use of “cash drawer” 
function.

• Standardization and 
consolidation of batching 
process.

785\90\226553(pptx)-E2
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Billing Model Description Advantages Disadvantages

Centralized The majority of billing functions 
are completed in a central 
business office (CBO).

• Economies of scale.

• Consistency.

• Dedicated expertise.

• Standardized reporting and 
monitoring.

• Opportunities for enhanced 
IT systems/resources.

• Increased physician billing and 
response lag.

• Potential for “not my job” mind-set 
from front-end staff. 

Hybrid Some functions (e.g., coding, 
charge capture/entry, co-pay 
posting) are completed at the site 
of service, while remaining 
functions are completed at the 
CBO. 

Best of both worlds. Requirement of additional training and 
reporting/control tools.

Decentralized The majority of billing functions 
are completed/managed at the 
site of service (i.e., each practice 
maintains a small business office).

• Site-level control.

• Close relationship with 
patients and physicians, 
creating “ownership.”

• Prompt resolution of 
physician-driven errors.

• Disparate standards and processes.

• Staffing inefficiencies.

Outsourced Functional areas (typically back-
end functions) are managed by a 
third party.

This model enables the 
organization to focus on core 
competencies (e.g., patient 
service).

• Third parties are not likely to “care” as 
much for your patients.

• There is a premium on billing services.

When considering physician billing, members of leadership must identify the 
degree to which they want to “manage” professional revenue cycle operations.
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III.  Maximizing Revenue Cycle Performance
Back End and Billing 
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IV.  Our Role in the Process
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IV.  Our Role in the Process
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At the end of the day, with all of the intricacies related 

to the financial and billing process, we provide:

Confidence Insurance

IV.  Our Role in the Process
Leadership

“Leadership is one of the things

you cannot delegate.  

You either exercise it, 

or you abdicate it.”

– Roberto Goizueta, The Coca-Cola Company

Or you can share it…

21785\90\226553(pptx)-E2
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V.  Key Metrics and Dashboards

“What Gets Measured, Gets Managed”
Jack Welch

23785\90\226553(pptx)-E2
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V.  Key Metrics and Dashboards 
Management’s Role – Benchmarking

• Benchmarking is the continual process of measuring and comparing key 
work process indicators with those of best performers.

– You cannot manage what you cannot measure.

– Make sure that data is relevant to your practice; know how the 
numbers are determined.

• Use external and internal information for benchmarking purposes.

– Compare your practice to others.

– Compare your practice to past performance.

24785\90\226553(pptx)-E2

Dashboards are effective tools for demonstrating results, and it is key to 
properly communicate these results to all team members and providers.

V.  Key Metrics and Dashboards
Management’s Role – Dashboard

A dashboard is an excellent way to follow key performance indicators and 
important financial benchmarks within your practice.

• This will allow you to seamlessly track financial information, practice 
quality measures, visit information, and patient satisfaction results.

• A dashboard is designed to track important profitability metrics like patient 
arrivals, canceled appointments, cancellation reasons, no-show 
appointments, rescheduling/retention rate, and resource utilization.

• It also shows relevant financial data, including gross charges, payments, 
contractual adjustments, days in accounts receivable (A/R), collections 
rate, and missing charges.

• Patient satisfaction data can also be incorporated into a dashboard to 
allow analysis against financial, appointment, referral, and demographic 
practice results.

25785\90\226553(pptx)-E2
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Develop a dashboard so you can monitor the effectiveness of your billing 
operations, reduce controllable denials, and identify additional areas of opportunity.

Historical Trending Benchmark Comparison

Metrics Department

Average Days in A/R 56.2

Percentage of A/R Over 120 Days 27.1%

Credit Balances as a Percentage of A/R 6.4%

Charge Lag Days

Outpatient 2

Inpatient 9

First-Time Denial Rate 11.0%

Percentage of Total Denials

Bundling, Coding, Global Period 20.0%

Registration/Eligibility/Coverage 42.0%

Duplicate 7.0%

Bad Debt Per Physician FTE Per Year $11,000

Payor Mix

Commerical 58.0%

Medicare 18.8%

Medicaid 17.0%

Other/Workers' Comp. 4.6%

Self-Pay 1.6%

Additional Metrics

Co-Pay Collection Rate XX%

Percentage of Patient Payments 

Collected at Site of Service
XX%

Claims Edit Rate

Registration-Related XX%

Coding-Related XX%

Other XX%

Payment Posting Lag Days XX

11.3%

16.3%

13.4%

11.2%

7.3%

2.8%
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V.  Key Metrics and Dashboards
Monitoring Performance – Example

26785\90\226553(pptx)-E2

Work standards should be uniformly set for the 
basic activities in the revenue cycle process. 

Example Staff Activity
Work 

Standard

Charge Entry Encounters (Without Registration) 500 Per Day 

Transaction Edits 250 Per Day

Low-Complexity Edits 630 Per Day 

Medium-Complexity Edits 225 Per Day 

High-Complexity Edits 50 Per Day 

Invoice/Claims Edits

Low-Complexity Edits 105 Per Day 

High-Complexity Edits 53 Per Day 

Transactions (Payment/Adjustment) Posted 
Manually

Patient Payments 200 Per Hour 

Insurance Payments 120 Per Hour 

Example Staff Activity
Work 

Standard

Refunds Researched and Processed

Patient Credit Balances 12 Per Hour 

Insurance Credit Balances 4 Per Hour 

Account Follow-Up

Unpaid Older Claims >$150 65 Per Day 

Low-Complexity Denials 375 Per Day 

Medium-Complexity Denials 98 Per Day 

High-Complexity Denials 45 Per Day 

Patient Inquiries (Calls) 75 Per Day 

V.  Key Metrics and Dashboards
Using Data to Your Advantage

27785\90\226553(pptx)-E2
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V.  Key Metrics and Dashboards
Part 1

Metric Purpose Value Calculation

Days in A/R Trending indicator of 
overall A/R 
performance.

Indicates revenue cycle 
efficiency.

A/R divided by 
average charges 
(gross or net).

A/R Over 90 
Days

Trending indicator of
receivable 
collectability.

Indicates revenue cycle’s 
ability to liquidate A/R.

A/R over 90 days 
divided by total A/R.

Net Collection 
Percentage/Bad 
Debt Percentage

Demonstrates
collectability of 
possible collections.

Indicates collectible portion 
and bad debt.

Net collections divided 
by adjusted charges.

Cash Collections Trending indicator of 
converting charges to 
cash.

Pays the bills. Total payments (all 
sources).

Self-Pay/Patient-
Responsible 
Portion of A/R

Trending indicator of 
A/R portion, which is 
self-pay versus 
insurance.

Demonstrates self-pay 
portion of total A/R.

Self-pay A/R divided
by total A/R.

28785\90\226553(pptx)-E2

The handouts provide a review of the metrics, purpose, value, and 
calculation for both the hospital and physician revenue cycle processes.

V.  Key Metrics and Dashboards
Part 2

29785\90\226553(pptx)-E2

Metric Purpose Value Calculation

Payor Mix Charges by payor mix. Indicates portion by payor. Each payor’s charges 
divided by total charges. 

POS Collections Trending indicator of 
POS collection efforts.

Accelerates cash collections 
and reduces collection costs.

POS payments divided
by total payments.

Clean Claims
Rate

Trending indicator of 
claims data.

Indicates quality of data 
collected and reported.

Number of claims that 
pass edits divided by 
total claims submitted.

Credit Balance 
Percentage

Tracking of credit 
balances for compliance 
and patient refunds.

Indicates total credit 
balances.

Total credit balances 
divided by total A/R.

Days in Total 
Discharged Not 
Final Billed 
(DNFB)

Trending indicator of 
claims generation 
process.

Indicates revenue cycle 
performance and can identify 
performance issues 
impacting cash flow.

Not final billed divided 
by average daily 
charges.

Customer Service 
Calls

Tracking calls from 
patients.

Indicates number of calls and 
relation to number of patient 
statements generated.

Calls taken divided by 
calls presented
(opposite of 
abandonment rate).
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V.  Key Metrics and Dashboards
A/R Summary Example

30785\90\226553(pptx)-E2

BEGINNING ENDING Gross Coll Net Coll AR > 90 AR

DATE A/R CHARGES PAYMENTS ADJUSTMENTS A/R % % Days % Days

2012
Jan-12 2,566,907 1,186,367 327,770 511,210 2,914,294 27.6% 70.7% 41.9%

Feb-12 2,914,294 1,330,980 466,376 674,530 3,104,368 35.0% 85.7% 44.5%

Mar-12 3,104,368 1,384,982 686,537 871,863 2,930,950 49.6% 112.5% 45.1% 67.6

Apr-12 2,930,950 1,186,066 765,890 1,046,647 2,304,479 64.6% 152.8% 44.3% 53.2

May-12 2,304,479 1,525,466 608,698 793,358 2,427,889 39.9% 91.9% 42.8% 53.3

Jun-12 2,427,889 1,401,819 544,871 713,909 2,570,928 38.9% 89.8% 42.4% 56.3

Jul-12 2,570,928 1,135,554 528,484 758,666 2,419,332 46.5% 113.3% 47.7% 53.6

Aug-12 2,419,332 1,328,755 570,357 854,327 2,323,403 42.9% 107.2% 47.7% 54.1

Sep-12 2,323,403 1,184,399 431,928 569,552 2,506,322 36.5% 84.6% 47.2% 61.8

Oct-12 2,506,322 1,329,091 608,752 770,945 2,455,716 45.8% 103.8% 48.3% 57.5

Nov-12 2,455,716 1,329,838 620,487 662,284 2,502,783 46.7% 96.5% 49.6% 58.6

Dec-12 2,502,783 1,174,332 549,552 1,340,921 1,786,642 46.8% 161.0% 34.4% 41.9

2013
Jan-13 1,786,642 1,903,786 567,688 871,188 2,251,552 29.8% 75.6% 22.1% 46.0

Feb-13 2,251,552 1,434,037 634,026 911,098 2,140,465 44.2% 107.7% 21.8% 42.7

Mar-13 2,140,465 1,810,185 630,632 828,057 2,491,961 34.8% 80.6% 21.0% 43.6

Apr-13 2,491,961 1,722,672 659,504 946,873 2,608,256 38.3% 93.2% 21.7% 47.3

May-13 2,608,256 1,811,047 581,020 1,012,985 2,825,298 32.1% 88.0% 33.3% 47.6

Jun-13 2,825,298 1,556,243 668,635 1,119,222 2,593,684 43.0% 114.9% 36.8% 45.9

YTD 2,566,907 25,735,619 10,451,207 15,257,635 2,593,684 40.6% 99.9%

3 MO AVG 2,641,838 1,696,654 636,386 1,026,360 2,675,746 37.5% 98.0% 30.6% 47.3

ACCOUNTS RECEIVABLE SUMMARY
06/30/13

31785\90\226553(pptx)-E2

VII.  Key Tenets of Lean Processes
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VII.  Key Tenets of Lean Processes
By Definition

Lean

• Considers any activity that does not directly create value for the customer to be a 
target for improvement or elimination.

• Is often known for the principle of “waste reduction.”

• Is valued as a tool for cultural change, as well as cost reduction.

Six Sigma

• Targets near perfection by identifying the causes of defects (errors) and reducing 
variation in the process.

• Is focused on quality improvement, with cost reduction as a benefit of reaching 
that goal.

• Theoretically establishes a threshold of acceptable performance at the Six Sigma 
level (e.g., “3.4 defects per million opportunities”).

32785\90\226553(pptx)-E2

Both approaches emphasize continual process improvement.

Lean and Six Sigma are complementary and often overlapping tool 
sets.  Both emphasize making patient needs the top priority.

VII.  Key Tenets of Lean Processes
Change Continuum

33785\90\226553(pptx)-E2

An organization slowly shifts its culture along the change continuum 
during the transition to a culture of continuous improvement.

“What are Lean
and Six Sigma?”

“This is just the 
flavor of the month.”

Time

“Maybe this could 
actually be useful.”

“We are in this 
together and are

making positive changes.”

Im
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“Why didn’t we 
do this sooner?”

Action

Culture

Launches
program.

Trains limited resources.

Tackles “quick win” projects and 
begins to see results.

Has success stories and works on a 
sustainment program.

Has become a learning organization with 
bottom-line results.
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VII.  Key Tenets of Lean Processes
Measurement

34785\90\226553(pptx)-E2

Meaningful goals must be defined at the outset of any process improvement 
initiative to drive performance expectations with monitored, objective data.  

Area Outcome Metrics Critical to Quality (CTQ) Metrics

Operational 
Throughput

• Patient visits per day.

• Length of visit (cycle time).

• Provider time that is value-added.

• Average patient queuing time.

• Ratio of cycle time to takt time.1

Scheduling • Appointment lead time.2

• Portion of provider time not utilized.

• Amount of rescheduling.

• Schedule accuracy (actual vs. scheduled visit 
duration).

• Cancellation/no-show rate.

Revenue Cycle • Collections rate.

• Charge lead time.3
• Portion and value of denials that are controllable.

• Portion of pre-authorizations done correctly the 
first time.

Quality • Patient satisfaction.

• Physician satisfaction.

• National measures (HEDIS, core 
measures).

• Adherence to protocols.

• Referral sources.

• Subsets of satisfaction surveys.

1 Takt time is demand divided by capacity; also refer to the definition in APPENDIX A.
2 Appointment lead time is often reported as time to third next available appointment.
3 Charge lead time is the time from patient care to charge billing.

Lean and Six Sigma offer additional analytical rigor to improvement 
engagements and provide tools to achieve desired results.

35785\90\226553(pptx)-E2

VIII.  Common Tools
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VIII.  Common Tools
Overview

36785\90\226553(pptx)-E2

Most healthcare organizations are selectively applying aspects of 
Lean and Six Sigma within their existing improvement programs; 

however, there are a few tools that are fairly universal.

Application Tool Sample Engagements

Management Lean Daily Management • Interim management.

• EMR optimization.

Strategic Planning Goal Deployment Process (GDP) (A3X) • Interim management.

• Strategic planning.

Value Stream Mapping (VSM) • Operational assessment.

• Revenue cycle improvement.

• EMR optimization.

Process Improvement Rapid Improvement Events (RIEs) • Revenue cycle improvement.

• EMR optimization.

• Clinical integration.

Standard Work • EMR optimization.

• Clinical integration.

Control Charts • Operational assessment.

• Revenue cycle improvement.

• EMR optimization.

VIII.  Common Tools
Six Sigma Process (DMAIC)

37785\90\226553(pptx)-E2

How can practices work smarter and more efficiently in 
patient care delivery to increase access to providers?

• Determine scope, goals, and key stakeholders.

• Estimate timeline, budget, and resources.

• Map the current state through interviews and observation.

• Define key process metrics (CTQs).

• Assess data accuracy.

• Identify waste.

• Locate internal and external sources of variability.

• Ascertain causes of redundancy and errors. 

• Prioritize potential changes based on impact and risk.

• Implement process changes.

• Review outcome and CTQ performance in order to understand the impact of changes.

• Repeat the Analyze and Improve phases until desired outcomes are achieved.

• Establish ongoing accountability and measurements.

• Monitor performance to ensure the sustainability of improvements.

DefineDefine

MeasureMeasure

AnalyzeAnalyze

ImproveImprove

ControlControl
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VIII.  Common Tools
Lean Daily Management

38785\90\226553(pptx)-E2

To achieve improvement goals, providers and staff must have visibility into daily 
variability and be held accountable for performance so that they can react in real time.

Many practices are interested in this approach 
because of real-time feedback and improvements.

Month

Step 2 – Visually Track Performance 
in Comparison to the GoalStep 1 – Measure Performance

Step 3 – Understand 
Reasons for Deviations

Step 4 – Make an Action Plan for Improvement

Intervention Responsible Individual Due Date Progress

Create a policy that requires providers to notify the practice manager of planned 
vacation days.

Practice Manager 4/5/13 Complete.

Develop a program to ensure that new patients receive their paperwork 7 days prior 
to their scheduled appointment and establish a policy that requires they have the 
completed paperwork with them at the time of their appointment.

Practice Manager 5/1/13 In progress.

Date
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e Goal

X

X

X
X

X

X

X

X

X

Date Reason for Missed Goal

3/4/13 Appointments had to be 
rescheduled for tomorrow 
because a provider failed to 
notify the practice manager of a 
planned vacation day.

3/7/13 A new patient did not complete 
the required paperwork and was 
not seen by the provider until 
30 minutes after her scheduled 
appointment time.

VIII.  Common Tools
Goal Deployment Process (A3X)

39785\90\226553(pptx)-E2

The GDP utilizes an “x-matrix” as a strategic planning tool to align 
improvement efforts with the most critical business objectives.

Implementing Goal Deployment

• The matrix is read by following the Xs 
around the square.

• The A3X is developed at the highest 
organizational level (e.g., medical 
group).

• The improvement targets from the top 
A3X become the breakthrough 
objectives for the next level.

• This process continues until it reaches a 
point where action plans can be 
developed.

Increase volume by reducing 
turnover time and improving 

schedule accuracy.

Improve the admission process to 
reduce patient wait time and 

eliminate duplicative paperwork.
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Improve patient satisfaction, as 
measured by survey scores, to the 

90th percentile by June 2015.

Increase revenues by 20% 
by June 2015.

1.  Breakthrough
Objectives

3.  Improvement
Priorities (Processes)

4.  Improvement
Targets

2.  Annual 
Objectives
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• VSM provides a common 
language that helps 
everyone visualize the 
future vision. 

• It identifies value-added 
and non-value-added time 
for the patient. 

• It identifies deviations 
between the actual process 
and the intended process. 

• The practice would use this 
tool as part of a process 
mapping exercise.

VIII.  Common Tools
Value Stream Mapping

40785\90\226553(pptx)-E2

VSM is a tool used to assess work flow, identify waste, and plan 
for the reduction/elimination of the waste within a given time 
frame.  All process steps are identified from start to finish.

To improve a process, you should focus on establishing 
flow, eliminating waste, and adding value for the patient.

Scheduling Registration
Patient 

Assessment
Patient 

Treatment
Checkout

PatientPatientPatientPatient

Value Stream

Timeline
Non-Value-Added (Wait Time) Value-Added

ImplicationsImplications

RIEs can provide immediate benefits, but the organization must develop an 
action plan and arrange for ongoing monitoring in order to ensure sustainment. 

VIII.  Common Tools
Rapid Improvement Events

41785\90\226553(pptx)-E2

An RIE is a 3- to 5-day event that brings together a team of stakeholders with the 
objective of improving a specific process.  The goals of the event are to identify 

improvement opportunities, develop solutions, and implement them quickly.

Goal Tools

Preparation • Scope the problem.

• Select a team.

• Collect outcomes data.

• Observations.

• Stakeholder interviews.

Day 1 Identify the current state. • Current-state VSM.

• Observation and time studies.

Days 2 and 3 Identify opportunities to improve 
the process.

• Turnover reduction.

• Fishbone diagram.

• Five whys.

Days 4 and 5 Design and test the future state. • Future-state VSM.

• Pilots/trials.

• Potential problem analysis.

Action Plan Clarify required next steps to 
achieve the desired future state.

Action plan.
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VIII.  Common Tools
Standard Work

Elements of Standard Work

• Takt Time – The rate at 
which a process must be 
completed in order to meet 
customer demand.

• Work Sequence – The 
order in which tasks are 
performed.

• Standard Inventory – The 
number of units1 required to 
keep the process operating 
smoothly.

42785\90\226553(pptx)-E2

Standard work is the best known way to do something.  It is one of the most 
powerful Lean tools and forms the baseline for continuous improvement.

Improving standard work is an ongoing process. 

Inconsistent 
Process

Staff doing whatever they can to get results (a.k.a. workarounds).

Inconsistent Results

Staff using standard work to get results.

Consistent 
Process

1 Units may be patients, instrument trays, 
charts, lab tests, etc.

Desired 
Results

VIII.  Common Tools
Control Charts

43785\90\226553(pptx)-E2

Control charts provide a visual method for distinguishing between 
normal process variability and special-cause process variability.

Control charts supplement management dashboards 
by providing statistical and trending insights.

Traditional Scorecard Control Charts Conclusions

Collections Rate

Visits Per Day

Patient Satisfaction

Month YTD
Performance is above 
target, but appears to be 
deteriorating.

Improvement efforts do 
not appear to be having 
any effect.

This month’s performance 
was an anomaly and 
requires investigation.

Time

Upper Limit

Average

Lower Limit
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VIII.  Common Tools
Sustainment

44785\90\226553(pptx)-E2

Without providing the tools to monitor and meet best practices, 
it is unreasonable to expect sustained improvement over time.

Best PracticesBest Practices StandardsStandards HabitsHabits
Sustained

Improvement
Sustained

Improvement

Strong Sustainment Weak/No Sustainment
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Time

• When scoping process 
improvement projects, time 
needs to be allocated for the 
sustainment phase of the 
effort.

• Lean daily management is 
one of the most common 
accountability tools in 
healthcare.

• EMR reporting tools may need
to be leveraged to support 
performance improvement 
efforts.

ImplicationsImplications

45785\90\226553(pptx)-E2

IX.  Denial Tracking
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Is Doing Nothing an Option?

Does this remind you 
of anyone?

46785\90\226553(pptx)-E2

IX.  Denial Tracking 
Why We Track Denials

• Tracking denials helps identify trends within the practice.

– Find system issues that need to be resolved.

– Identify concerns regarding payors trends and reimbursement.

– Provide educational opportunities for both providers and staff.

• Tracking denials from various sources will offer different representations 
regarding the claims.

– EDI (system scrubber, clearinghouse, and payor) denials.

– Payment posting.

– Insurance specialists (follow-up).

• It is important to provide feedback to staff and providers with education 
regarding denials.

47785\90\226553(pptx)-E2

In reviewing a practice’s EOBs, there are always denials for 
patient eligibility, medical necessity, diagnosis coding, etc. 

Improving the clean claim percentage can save 
significant time in the revenue cycle process.
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IX.  Denial Tracking 
Sample of Revenue Cycle Process

48785\90\226553(pptx)-E2

Charge Capture/Claims Submission Claims Adjudication Follow-Up/Resolution

Patient Care 

Event

Chart in EMR

Abstract 

Record

Select Codes in 

EMR

Generate Claim 

Form

Submit Claim 

Form to Payor

Resolve Edit (by 

responsible party)

Resubmit Claim

Submit 

Remittance

EDI 

Edits?

Coder 

Required?

Claim 

Adjudicated?

No

Yes

Yes

Generate A/R 

File

Create Pivot 

Table and 

Prioritize Work

Review/Work 

Accounts

Payable?

End

Research 

and Correct 

Claim

Review Adjustment 

Packet

Develop and Submit 

Adjustment Packet

Approved?

Yes

No

Post Adjustment

Yes

No

No

The flow chart below provides a high-level summary of the revenue cycle process.

Payor

Paid 

Accurately?

Post 

Remittance

No

Yes

Yes

No

S
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n
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e
s

Scrubber 

Edits in PM

IX.  Denial Tracking 
Adjustments/Write-Offs

• Review adjustment codes – determine which should be utilized and create/add these 
codes to the adjustment policy to ensure proper use.

• Use well-delineated adjustment codes.

– Hardship.

– Bad debt.

– No referral/authorization.

– Timely filing.

– Not medically necessary.

– No waiver signed.

– Bankruptcy.

– Timely review.

– Provider not credentialed.

• This helps to determine areas for improvement.

49785\90\226553(pptx)-E2

To effectively establish denial reporting, proper adjustment codes need to be utilized.

Once these codes are in place, then payment posters can adhere 
to them while posting payments and working denied claims.
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IX.  Denial Tracking 
Insurance Denial Definitions

• Referral/Pre-Authorization – This denial is for managed care plans that require 
a referral or surgeries/services that require a pre-authorization, yet one was not 
obtained.

• Untimely Filing – This denial usually occurs when a claim is filed past the 
insurance company’s filing deadline (the cause should be identified).

• CLIA/Notes Required – This denial refers to the CLIA number required on 
Medicare claims for lab services.  This would be a system issue and needs to be 
addressed.  Notes required means that post-op notes or office notes need to be 
submitted before payment will be made.

• Bundled/Modifier/Global – A bundled service is when one code is part of 
another service; correct coding for that claim needs to be researched.  “Modifier” 
notes that the modifier may be missing or incorrect.  “Global” means a service is 
performed during the global period and needs to be researched.

• Units/Description – Units are incorrect or missing.  A description is needed for 
the service.

50785\90\226553(pptx)-E2

IX.  Denial Tracking 
Insurance Denial Definitions (continued)

• Not Medically Necessary – The practice or provider did not follow the insurance 
company’s guidelines for payment. The payor’s policy needs to be accessed, and 
the patient’s diagnosis needs to be reviewed.

• Insurance Needs Information or Insurance Incorrect – The insurance 
company needs more information to process the claim.  Insurance is incorrect, 
was terminated, or was not effective for that date of service.

• Primary EOB – A copy of the primary EOB needs to be sent.

• UPIN/NPI Number or Provider Number – The UPIN/NPI number or provider 
number is missing or incorrect.

• Posting Errors – These include any posting error that caused the claim to be 
rejected or denied.

• No Record of Claim – The insurance company denies receiving a previous claim 
or has no record of receiving a claim.

• Incorrect CPT, Place of Service (POS), Type of Service (TOS), or Diagnosis 
(DX) – An incorrect CPT (procedure code), POS, TOS, or DX was used on a 
claim.

51785\90\226553(pptx)-E2
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IX.  Denial Tracking 
Example Insurance Denials Summary Report

52785\90\226553(pptx)-E2

REFERRAL/ UNTIMELY CLIA/NOTES BUNDLED UNITS/ NOT MED INS INFO; PRIMARY UPIN#; POSTING NO REC OF INCOR CPT,

PRE-AUTH FILING REQUIRED MOD/GLOBAL DESCR NECESSARY INS INCOR EOB PROV# ERRORS CLAIM POS,TOS,DX

Provider A

Provider B

Provider C

Provider D

Provider E

TOTAL

                   INSURANCE DENIALS SUMMARY

MONTH_________________________

PROVIDER TOTAL

IX.  Denial Tracking 
Case Study – Results 

53785\90\226553(pptx)-E2

Which 
Direction to 

Turn?

• The CBO communicated that “we had all of these 
denials that were creating significant backlog.”

• When the CBO was asked to quantify the 
backlog, it was discovered that there was no 
consistency of reporting data or denial types.

• Providers were frustrated with the lack of revenue 
cycle results; however, they received no tangible 
data regarding difficulties with coding or medical 
necessity claims.

• Front desk registration errors were pervasive, 
with little to no feedback about errors.

BeforeBefore

• Reviewed nine practice locations (35 providers) 
for quantity of denials.

• Discovered over 600 Level I and II denials in the 
first month of capturing data.

• Met with all members involved in the revenue 
cycle to: 

– Determine ways to reduce the number of 
denials.

– Train those individuals who needed additional 
understanding of certain processes.

– Involve the providers in their specific denials.

• Validated that these denials were consistent with 
prior reporting periods.

ProcessProcess
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IX.  Denial Tracking 
Case Study – Results (continued) 

54785\90\226553(pptx)-E2

Success =

• Reduced the number of denials to less than 200 
in 3 months, which allowed for considerably 
more time to work A/R and resolve other billing 
issues.

• Provided a repeatable approach to tracking and 
monitoring denials.

• Raised the level of understanding of how denials 
get caused and how to prevent them through 
education and continued training.

• Implemented or improved policies and 
procedures to address denial causes. 

• Reduced the overall A/R days by 24.3%.

• Increased collections by 16.1%.

• Reduced A/R over 90 days by 18.5%.

• Allowed staffing to stay at the same FTE levels 
to maintain costs.

• Provided better training tools for future new 
employees.

Bottom Line – Reducing Waste Made the 
Difference!

AfterAfter ResultsResults

IX.  Denial Tracking 
Gaps and Potential Solutions

55785\90\226553(pptx)-E2

Claim denials occur 
due to numerous 

breakdowns within 
the revenue cycle.

Claim denials occur 
due to numerous 

breakdowns within 
the revenue cycle.

Claim denials harm 
key financial 
performance 

metrics.

Claim denials harm 
key financial 
performance 

metrics.

Organizations can 
improve profitability 

by lowering 
denial rates.

Organizations can 
improve profitability 

by lowering 
denial rates.

Each denied claim costs an organization an average of $25 to $30.  Minimizing denials 
and then focusing on the correct denials is imperative to maximize financial capabilities.

IT solutions are available to help organizations improve denials management.

• Ineffective front-end processes, including authorization and demographic/ 
insurance information collection.

• Inaccurate or untimely coding processes.

• Continual changes in payor requirements.

• Increase days in A/R.

• Decrease gross/net collection rates.

• Increase costs associated with billing and collections.

• Decrease overall denial volume.

• Identify insurance 
underpayments and errors.

• Improve denial collection yield.



1/16/2014

29

IX.  Denial Tracking 
Gaps and Potential Solutions (continued)

56785\90\226553(pptx)-E2

Function Overview Vendors

Claim 
Scrubbing

• Rules-based software is designed to identify claim errors before sending them for 
processing.

• Claims needing additional attention are identified and placed in a work queue for further 
processing.

• NOTE: Many PM solutions contain scrubbing capabilities.  However, solutions must be 
actively managed/optimized to ensure effective claims editing.

• Ingenix (now 
Optuminsight).

• AllegianceMD.

• NueMD.

• Various PM solutions.

Contract 
Management

• There are products designed to identify payor underpayments by comparing the 
expected value against the paid value.

• These allow organizations to seamlessly monitor payor compliance against contract 
terms.

– Tables are configured within the solution to compare payor contracts against the 
adjudicated claim.

• NOTE:  PM products typically offer capabilities to identify underpayments.

• Experian.

• Optum Insight.

• MPV.

• Various PM solutions.

Denials 
Prioritization

• Software is designed to help staff arrange, prioritize, and monitor claim denials.

• Products offer structured work queues to isolate common payors and denial reason 
codes.

• Software is used to streamline insurance follow-up work flows.

• Epic.

• Allscripts.

• Greenway.

• NextGen.

Organizations manage denials by focusing on various 
components within the revenue cycle, including reducing 

denials volume and continually optimizing collections practices.

Although products exist to offer assistance with minimizing 
claim denials and streamlining follow-up, most PM solutions will 

possess similar capabilities if implemented effectively. 

IX.  Denial Tracking 
Extracting Data

57785\90\226553(pptx)-E2

Creating a file request requires several basic elements:  the time period to measure, the 
grain of data to be analyzed, and the attributes required to identify trends in metrics.

Remember to specify the time frame, grain of data (visit vs. transaction), unique 
identifier, and functional rationale for each requested field to ensure the client 

has sufficient context to generate the right data set with minimal iterations.

Unique 
identifier.
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IX.  Denial Tracking 
Denials by Division by Date of Service

58785\90\226553(pptx)-E2

Use the color functionality to 
distinguish trends by payor.

Click the plus sign to drill 
down to the time interval you 

would like to trend.

59785\90\226553(pptx)-E2

Mr. Curtis A. Mayse
ECG Management Consultants, Inc.

cmayse@ecgmc.com
314-726-2323
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Appendices

Appendix A
Glossary

• Black Belt – Black Belts are knowledgeable and skilled in the use of the Six Sigma 
methodology and tools.

– Black Belts have typically completed 4 weeks of Six Sigma training and have 
demonstrated mastery of the subject matter through the completion of a project(s) and 
an exam.

• Charter – A document that clearly identifies the purpose of a quality improvement project.

• Critical to Quality (QTC) – Internal critical quality parameters that relate to the wants and 
needs of the customer.

• Cycle Time – Total time from the beginning to the end of the process, as defined by the 
customer.

• DMAIC – Define, Measure, Analyze, Improve, and Control. Incremental process 
improvement using Six Sigma methodology. 

• Green Belt – An employee of an organization who has been trained on the improvement 
methodology of Six Sigma and will lead a process improvement or quality improvement 
team as part of his/her full-time job. The Green Belt’s degree of knowledge and skills 
associated with Six Sigma is less than that of a Black Belt. 

• Kaizen – Japanese term that means continuous improvement, taken from the words “kai,” 
meaning “continuous,” and “zen,” meaning “improvement.”

61785\90\226553(pptx)-E2 A-1
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Appendix A
Glossary (continued)

• Poka-Yoke – Japanese term that means “mistake proofing.”

• Six Sigma – Methodology that provides businesses with the tools to improve the capability 
of their business processes. This increase in performance and decrease in process 
variation leads to defect reduction and vast improvement in profits, employee morale, and 
quality of product.

• Spaghetti Diagram – A method that uses a continuous line to trace the path and distance 
traveled of a particular object or person throughout a process. It is most commonly 
illustrated on a floor map diagram that contains the entire process being evaluated.

• Takt Time – “Takt” is the German word for the baton used by an orchestra conductor.  Lean 
production uses takt time as the rate that a completed product needs to be finished by in 
order to meet customer demand.

• Value-Added – To be a value-added action, the action must meet all three of the following 
criteria:

– The customer is willing to pay for this activity.

– It must be done right the first time.

– The action must change the product or service in some manner.

• Value Stream Mapping (VSM) – Lean tool used to document, analyze, and improve the 
flow of information or materials required to produce a product or service for a customer.

62785\90\226553(pptx)-E2 A-2

Appendix B
Business Office Benchmarking – Charge Entry 

Charge Capture Lag Time 

• Outpatient:  24 hours.

• Inpatient:  48 hours.

Charge Entry Encounters

• Per day:  375 to 525.

• Per hour:  55 to 75.

Leading Performance Indicators

• Lag time from coding to charge entry:  0 to 48 hours.

• Accuracy:  100%.

A-3785\90\226553(pptx)-E2 B-1

Source: Walker, Larch, and Woodcock, The Physician Billing Process: 12 Potholes to Avoid in the Road to Getting Paid.



1/16/2014

33

Appendix B 
Business Office Benchmarking – Claims 

Resolving Pre-Adjudication Claims Edits

Per transaction:  2 to 10 minutes.

Leading Performance Indicators

• Claims submission:  daily.

• Percentage of claims billed electronically:  >90%.

• Meeting claim filing deadlines:  100%.

• Date of charge entry to date of claim release:  0 to 72 hours.

• Resolution of pre-adjudication edits:  0 to 48 hours.

• Number of claims pending on edit/suspense report:  <1%.

A-4785\90\226553(pptx)-E2 B-2

Source: Walker, Larch, and Woodcock, The Physician Billing Process: 12 Potholes to Avoid in the Road to Getting Paid.

Appendix B 
Business Office Benchmarking – Statements and Payments 

Leading Performance Indicators – Statements

• Statement release time based on determination of patient financial responsibility:  
0 to 24 hours.

• Statement suspended due to account investigation:  <2%.

• Investigate and resolve return mail:  0 to 48 hours.

Payment Posting

• Transactions per day:  525 to 875.

• Transactions per hour:  75 to 125.

Leading Performance Indicators – Payment Posting

• Cash posted and balanced:  100% accuracy.

• Lag time:  24 hours.

• Adjustments due to untimely filing:  0%.

A-5785\90\226553(pptx)-E2 B-3

Source: Walker, Larch, and Woodcock, The Physician Billing Process: 12 Potholes to Avoid in the Road to Getting Paid.
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Appendix B 
Business Office Benchmarking – Credit Balances

Refunds Researched and Processed

• Per day:  60 to 80.

• Per hour:  9 to 11.

Overpayments or Unidentified Payments 

Per hour:  5 to 75.

Leading Performance Indicators

• Credit balances: <2% of A/R.

• Refunds issued:  within 60 days of identification.
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Appendix B 
Business Office Benchmarking – A/R Follow-Up 

Research Correspondence and Resolve by Telephone

• Per hour:  6 to 12 accounts.

• Per transaction:  5 to 10 minutes.

Research Correspondence and Resolve by Appeal

• Per hour: three or four accounts.

• Per transaction: 15 to 20 minutes.

Check Status of Claim (Telephone, Online) and Re-Bill

• Per hour: 12 to 60 accounts.

• Per transaction: 1 to 5 minutes.

Leading Performance Indicators

• A/R over 90 days:  15% to 20%.

• Days in A/R:  35 to 40 days.

• Net collections rate:  97% or greater.

• Denial rate:  <7%.
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Appendix B 
Business Office Benchmarking – Patient Collections 

Correspondence Processed

• Per day:  90 to 105 accounts.

• Per hour:  12 to 15 accounts.

Patient Billing Inquiries

• Per day:  56 to 84 accounts.

• Per hour:  8 to 12 accounts.

Self-Pay Follow-Up

• Per day:  70 to 90 accounts.

• Per hour: 10 to 13 accounts. 

Leading Performance Indicators

• Response to patient billing inquiries:  within 24 hours.

• Patient collections per encounter:  practice-specific.

• Telephone and online collections as a percentage of collections:  practice-
specific.
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