How to select the
right accounts
receivable vendor

Executive summary
In this time of uncertainty, healthcare
providers are challenged by unprecedented
environmental, financial, regulatory, and
technological changes. Healthcare systems
are being told they need to improve the
patient experience and are asked to:

• Rethink traditional business and
workforce models,
• Invest in technology and automation to
help improve financial performance and
streamline operations, and
• Digitally upskill teams to work more
collaboratively and efficiently.
These challenges manifest in many ways for
accounts receivable (A/R) teams who are
asked to be more innovative and agile in the
face of many business challenges such as:

• Conversion to a new electronic medical
records (EMR) system
• Addressing a merger/acquisition
• Staffing changes
These, and other business challenges, can
lead to a pile-up of unresolved A/R and pose
a financial and resource burden on healthcare
providers to remediate in-house.

As accounts age through the process, their
overall likelihood of payment decreases
accordingly. Consequently, many providers
may make the decision to outsource
accounts below certain dollar and age
thresholds in an effort to capture every
dollar possible, while at the same time
keeping costs and budgets in check.
This report shares factors to consider
regarding outsourcing A/R and vendor
selection. Outsourcing A/R to a vendor
can be both a cost- and space-efficient
means of reducing backlog and increasing
collections. It can be a short- or long-term
strategy, depending on an organization’s
needs. If an organization is going through
a revenue cycle transition or merger, an
outsource partner can help reach cash
flow targets while staff transition to new
systems. Additionally, by employing the
right strategies, outsourcing lower balance/
aged accounts can also free-up more time
for in-house staff to focus on younger,
higher balance accounts, thereby helping to
increase overall cash flow, reducing aging,
and lowering denials.
Remember the 80/20 rule with healthcare
A/R: 80% of the A/R typically resides in
20% of the accounts.
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A/R options for healthcare systems
Providers have two obvious options when thinking about improving in-house A/R output:
First, healthcare providers can look to increase current staff efficiency; and/or second, decide
to increase staffing.

1. Building efficiencies: If inefficiencies are a concern, conducting observations and
developing additional training for teams to work more productively can be effective. Training
can help show staff how to make the most of their time, including deprioritizing low-dollar
value accounts, working accounts faster, and/or identifying quick wins. Additionally, having
the right technology to monitor and report on both productivity and quality are essential
elements for success.
2. Increasing staffing: If hiring is required to work through the large volumes of A/R, one
needs to consider how this may impact budgets, physical space, and time required for
recruiting, training, onboarding, and attrition.
An option often overlooked by healthcare providers is outsourcing. This option allows
organizations to address outstanding A/R without fundamentally changing operations.

Outsourcing A/R: a four-step process
Step 1: Prior to engaging a vendor, a pre-project review of aging, by both number and dollar
values of A/R, is recommended, followed by a detailed performance comparison over a
defined period of time.
Step 2: Following the analysis, examine the percentage of third-party A/R > 90 days. Industry
benchmarks indicate that the percentage should not be higher than 15%. 1
In Figure 1, the A/R between 0 to 90 days actually improved over the study period, but the
A/R > 90 days worsened, leading to a “smoking gun” of A/R to possibly outsource. This
provider reassigned their staff to concentrate on younger, higher balance A/R, and also
reduced follow-up tickle times to their 0 to 120 days aging categories accordingly.
Figure 1: Provider A/R 0 to 90 days
Period end

Totals

7/23/2019

% of total A/R
10/11/2019

0–30

31–60

61–90

91–120

121–150

151–180

181–210

211–240

241–270

271–300

301–330

331–360

Over 260

Totals

30,674

21,202

18,450

16,033

14,673

9,606

6,586

5,449

4,033

3,806

3,485

3,106

19,678

156,781

$84,296,835

$74,349,607

$52,996,853

$35,680,223

$28,069,673

$21,836,536

$19,016,997

$18,059,214

$16,604,173

$15,841,938

$83,067,912

$837,407,752

32.39%

14.00%

10.07%

8.88%

6.33%

4.26%

3.35%

2.61%

2.27%

2.16%

1.98%

1.89%

9.92%

100.00%

30,684

20,915

15,015

14,031

13,650

11,463

9,498

7,412

6,124

3,906

4,123

3,366

23,594

163,754

$81,556,560

$64,824,267

$52,670,744

$47,062,148

$34,125,330

$27,077,585

$21,424,689

$16,573,361

$16,163,538

$14,494,793

$91,038,971

$828,243,000

$270,380,181 $117,207,611

$249,755,363 $111,475,652

% of total A/R

30.15%

13.46%

9.85%

7.83%

6.36%

5.68%

4.12%

3.27%

2.59%

2.00%

1.95%

1.75%

10.99%

100.00%

% change

-7.63%

-4.89%

-3.25%

-12.81%

-0.62%

31.90%

21.57%

24.00%

12.66%

-8.23%

-2.65%

-8.50%

9.60%

-1.09%

1

DeAngelo, Patrick (Dec.2019). How efficient and effective is your ENT medical billing process?
Modernizing Medicine, www.modmed.com/blog/ent-billing-tip-industry-benchmarks
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Step 3: After high-level analytics are performed, conduct a deeper review of A/R > 90 days
by age, balance, and major financial class to help “slice and dice” the A/R to provide more
insight into the potential outsource portfolio (see Figure 2).
Figure 2: Portfolio analysis by payer, age, and balance

Age group
Age group

Accounts

0091–0120

2,779

$25,071,336

$9,022

104

0121–0150

2,105

$15,306,595

$7,272

135

0151–0180

1,301

$12,795,229

$9,835

164

0181–0210

942

$11,698,270

$12,419

195

0211–0240

758

$8,804,021

$11,615

225

0241–0270

613

$7,806,330

$12,735

255

0271–0300

430

$5,190,865

$12,072

285

0301–0330

359

$5,270,392

$14,681

315

0331–0365

447

$6,900,236

$15,437

346

0366–0730

1,261

$19,827,218

$15,723

474

0731–9999

202

$1,623,208

$8,036

1,831

11,197

$120,293,700

$10,743

237

Accounts

Current balance

Grand total

Current balance

Average of balance

Average age

Financial class
Financial class

Average of balance

Average age

2,386

$15,590,916

$6,534

231

Commercial

854

$6,301,924

$7,379

382

Managed Care

380

$1,793,051

$4,719

312

Medicaid

1,493

$13,232,230

$8,863

225

Medicare

3,432

$32,927,504

$9,594

212

Blue Cross

Other
Grand total

2,652

$50,448,074

$19,023

224

11,197

$120,293,700

$10,743

237

Accounts

Current balance

Balance group
Balance group

Average of balance

Average age

000000–000100

1,489

$85,142

$57

210

000100–000250

1,967

$322,805

$164

201

000250–000500

1,635

$585,877

$358

209

000501–001000

1,452

$1,046,029

$720

236

001001–002500

1,760

$2,766,629

$1,572

262

002501–005000

836

$2,938,591

$3,515

310

005001–010000

575

$4,021,321

$6,994

274

010001–025000

584

$9,288,582

$15,905

265

025001–100000

619

$31,919,337

$51,566

258

100001–999999

280

$67,319,385

$240,426

256

11,197

$120,293,700

$10,743

237

Grand total
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Step 4: Following this deeper review, an exercise is necessary to analyze all third-party A/R
volumes by excluding accounts already assigned to a vendor to help determine proper inhouse staffing levels needed after outsourcing accounts (see Figure 3).
Figure 3: Staffing A/R breakdown

Category description

Number of accounts

Total A/R

A/R balance

163,754

$828,243,000

81,615

$233,861,766

8,998

($4,855,687)

less: Self pay

20,902

$130,721,218

less: > 90 opportunity—
outsourced to Virtual Business
Office
Remaining with client PFS

11,197

$129,293,700

41,042

$348,222,003

less: Outsourced to vendor
less: Balances < $25

Productivity per FTE per day

Follow-up staff needed*

30

62

40

47

50

37

*Assumes a 22-day working month

This process helps organizations measure productivity benchmarks and review high-level
staffing analyses to project the number of full-time equivalents (FTEs) needed in-house,
based upon productivity goals set, making it easier to evaluate if outsourcing is the answer.
In summary, with the right vendor, an organization can gain more than increased cash flow,
but also can help reduce aging and lower denials. Ideally, a vendor can become a true
business partner and extension of the team to help grow and improve business processes
and overall revenue cycle.
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The first touch is critical
When it comes to selecting a vendor, first impressions are important. Avoid speeding
through questions and accepting the bare minimum of responses from an outsource partner.
Emphasizing productivity and maximizing efficiency may get the job done with outstanding
account investigation, but it may not always be the most effective route to resolving accounts.
The quality of an outsource partner’s account resolution, thoroughness, thoughtfulness, and
accuracy can make a remarkable impact on more successful outcomes. By emphasizing a
philosophy of reducing the pressure of moving from one account to the next, it helps enable
a more thorough investigation that can result in resolution after just one touch. This not only
reduces the need to return to the account for additional follow-up, but also translates to less
overall time spent per account.
Allowing more time per account and striving towards a higher first touch resolution rate
drives a balance between productivity and higher quality account touches. Every touch of
an account costs money, so a partner that is focused more on outcomes rather than speed
is key. Because of this key consideration, selecting a vendor is not as straightforward as
one might think. Therefore, before engaging with an outsource partner, ask for the number
of estimated staff that will be assigned and if that staff work other client A/R accounts well.
Ideally, you want dedicated staff trained to adhere to your policies and procedures when
working accounts.
Additionally, when discussing fees, a simple return on investment (ROI) proforma should
be calculated in advance to determine how many dollars are collected net of fees spent.
Typically, a ROI of > 5:1 is considered acceptable (see Figure 4).
Figure 4: Referral estimates

Referral estimates
A/R description
Onetime referral of A/R >

# of accounts

$ value of accounts

Average balance

Average age

11,197

$120,293,700

$10,743

232

4,819

$8,212,284

$1,704

519

90
Potential untimely A/R
(>90)

Estimated
liquidity

Estimated
collections

A/R description

High

Low

High

Low

Estimated #
of staff

Estimated
ROI

Onetime referral of
A/R > 90

10%

20%

$12,029,370

$24,058,740

18

14:01

Potential untimely
A/R (>90)

0%

0%

$0

$0

$1,704

N/A
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How to pick an outsource partner
With so many A/R third-party vendors and highly variable value propositions to consider,
it can be hard to know which vendor is the right fit. Ask vendors for their cash realization
schedule against assigned accounts in advance of any placements to help level-set
performance expectations. In Figure 5, this provider can budget for both cash timing/
realization and related vendor fees based on their third-party A/R > 90 days.
Figure 5: Cash realization and account resolution schedules
Projected A/R referral

Accounts

Current balance

Expected
collections

11,197

$120,293,700

$18,044,055

Expected collection distribution
Monthly

Month 1

Month 2

Month 3

Month 4

Month 5

Month 6

Month 7

Month 8

Month 9

Month 10

Month 11

Month 12

$3,829,434

$5,825,126

$2,149,788

$1,759,315

$1,450,237

$1,035,920

$626,222

$443,540

$359,950

$215,974

$195,120

$153,428

$3,829,434

$9,654,561

$11,804,349

$13,563,664

$15,013,901

$16,049,821

$16,676,043

$17,119,583

$17,479,533

$17,695,507

$17,890,627

$18,044,055

collections
Cumulative

collections

Project monthly collections

Project monthly collections

$7,000,000

$20,000,000

$18,000,000
$6,000,000

$17.5 M
$16.7 M
$16.0 M
$17.1 M
$15.0 M

$5.8 M

$16,000,000

$17.9 M

$17.7 M

$18.0 M

$13.6 M

$5,000,000

$14,000,000
$11.8 M
$12,000,000

$4,000,000

$9.7 M

$3.8 M

$10,000,000

$3,000,000
$8,000,000

$2,000,000

$6,000,000

$1.8 M
$2.1 M
$1.5 M

$4,000,000

$1.0 M
$1,000,000

$3.8 M
$0.6 M
$2,000,000

$0.4 M $0.4 M
$0.2 M $0.2 M $0.2 M
$0

$0
Month Month Month Month Month Month Month Month Month Month Month Month
1
2
3
4
5
6
7
8
9
10
11
12
Monthly collections

Month Month Month Month Month Month Month Month Month Month Month Month
1
2
3
4
5
6
7
8
9
10
11
12
Cumulative collections
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Account resolution strategy and costs are critical factors, but it is also important to consider
a vendor’s value beyond price. Paying a vendor based on accounts resolved or number of
accounts touched might not always be the right option, even if it seems like the most cost
efficient.

Value added services
Look for an outsource partner that can offer value added feedback beyond an invoice. What
services, tools, or feedback can they provide? Are they committed to working and providing
the support necessary for more effective revenue cycle management? Are they providing
examples of revenue cycle-related systemic issues while working A/R and showing how
to prevent them from reoccurring? In Figure 6, this provider receives a weekly report of
information related to systemic revenue cycle-related issues uncovered while working the
A/R. The report is reviewed during weekly calls so that the provider can correct these issues
from recurring.
Figure 6: Unresolved quick hits

Client name: ABC hospital
Date: 1/1/2020

Insurance
description

Account
examples

Total
balance
of account
examples

Medicare &
Medicaid HMO

12345

$592.00

Open

L

Government payers are sending some
VA
payments to the Athena Belfast address.
Accounts are being added to issue log for
missing payments.

12345

$5,778.00

Open

M

2/20/2020

Multiple payers denied CPT Code
78452 due to bundling. Sent to coding
for review.

BCBS, Aetna, &
[Client A]

12345

$5,457.35

Open

H

4

2/20/2020

Medicare UHC and UMR are denying
CPT Code 99244 due to being invalid.

UHC & UMR

12345

$1,668.00

Open

M

5

2/20/2020

Humana Medicare denied claims in error Humana Medicare
due to no auth. Authorization was present
on claims. Claims are being reprocessed.

12345

$1,873.00

Open

L

6

2/20/2020

UHC Medicare & BCBS Medicare are
UHC Medicare &
denying cpt codes 64493 64494 and
BCBS Medicare
64495 due to no authorization. Payers are
requesting for medical record so that the
claim could be reviewed.

12345

$5,677.48

Open

H

Issue #

Date issue
logged

1

2/20/2020

Multiple payers are denying the UB04
claims due to incorrect procedure for
Rev Code 521-Free standing clinic.
Procedure code related 99213.
Accounts are being sent coding.

2

2/20/2020

3

Issue summary

Status:
open/
closed/in
progress

Priority:
h/m/l
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Additionally, look for a partner that offers useful, dynamic, and actionable data. Top vendors
offer robust reporting tools that generate real-time feedback on performance by using both
workflow and quality management systems. This performance data is critical to help identify
systemic or common problems in the revenue cycle and offer insight for how to address them
and improve controls for the A/R team to learn from this feedback. Additionally, many vendors
may offer a free reporting sample to demonstrate the type of data provided. It is acceptable
to ask about how to customize it.

Automation tools
Look for automation and forward-thinking vendors to take advantage of these types of
resource-saving tools. It is important to ask questions about these tools, especially if they are
proprietary. This can help explain the added benefits and risks.
Inquire about automated tools such as claims status inquiries and the use of application
programming interfaces (APIs) to exchange claims data. Understanding these added benefits
and risks can help evaluate whether these tools match your organization’s values and needs.

Risk and compliance considerations
While bringing in outside help can be a huge burden relief, it is important to recognize the
inherent risks associated with bringing in an external group. Aside from an “outcomesfocused” approach and dynamic reporting, vendors should act as an extension of your
business office. When interviewing outsource partners, it is important to confirm their
resources will not cause more issues than they solve. Among the litany of accounting and
financial regulations to be in compliance with, a vendor involved in a healthcare organization
also should have robust HIPAA protections in place and secure account handling protocols.

Some organizations do not permit their A/R to be worked offshore as a result of protected
health information (PHI) concerns. Inquire where a vendor’s staff and data will reside and
if they use any sub-contractors. Finally, ask if they plan to work real-time in your patient
accounting system by using a virtual private network (VPN) or other desktop and network
virtualization approaches to connectivity versus building a costly interface to exchange
data to an off-loaded system. Working real-time in your system also helps confirm that your
system is maintained as the system of record from a compliance perspective.
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Reporting
Robust reporting on a weekly or bi-weekly basis is vital. A vendor should be able to provide
the detailed information necessary to gauge their performance. In Figure 7, this executive
summary dashboard provides a snapshot of vital metrics associated with the outsource
partner’s performance.
Figure 7: Hospital Billing

Hospital billing
Phase i
age > 120

A/R legacy
holiday

Phase ii
age > 90

Phase iii
age > 45

Phase iv
age > 0

Phase v
age > 0

13,014

9,358

10,614

38,643

110,740

0

182,369

$45,103,045

$18,299,714

$53,168,234

$95,402,640

$430,993,604

$0

$642,967,236

275

56

327

67

128

0

130

0

0

0

0

1,774

0

1,774

$0

$0

$0

$0

$3,525,847

$0

$3,525,847

0

0

0

0

123

0

123

13,014

9,358

10,614

38,643

108,966

0

180,595

$45,103,045

$18,299,714

$53,168,234

$95,402,640

$427,467,757

$0

$639,441,390

275

56

327

67

128

0

130

Total cash

$17,111,725

$9,028,872

$25,376,308

$55,598,164

$300,306,779

$0

$407,421,848

Adjustments

$15,988,664

$4,901,448

$15,805,519

$23,369,063

$277,238,388

$337,303,082

$4,134,191

$719,796

$2,334,448

$1,910,198

$10,011,809

$19,110,444

$20,122,855

$5,621,245

$18,139,967

$25,279,261

$287,250,198

$0

$356,413,526

Takebacks and refunds ($2,834,750)

($281,634)

($2,338,745)

($1,760,645)

($4,243,110)

$0

($11,458,884)

$239,921

$616,310

($783,484)

($4,811,228)

$0

($3,792,409)

0

0

0

0

0

($9,430,508) ($12,935,535)

($220,966,068)

$0

($253,265,818)

Total

Gross referrals

Gross accounts
Gross dollars
Average age

Out of scope
Out of scope accounts
Out of scope dollars
Average age

Net referrals
Net accounts
Net dollars
Average age

Transaction summary

Write off adjustments
Total adjustments
Duplicate charges

$946,072

Variance
Accounts

0

0

($8,114,352)

($1,819,355)

18

48

54

433

1,528

0

2,081

$191,407

$203,051

$495,186

$4,194,423

$8,477,132

$0

$13,561,199

Resolved accounts

99.9%

99.5%

99.5%

98.9%

98.6%

0.0%

98.8%

Resolved dollars

99.6%

98.9%

99.1%

95.6%

98.0%

0.0%

97.9%

Net collection
percentage

37.9%

49.3%

47.7%

58.3%

70.3%

0.0%

63.7%

Dollars
Active inventory

Active accounts
Active dollars
Project metrics
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Be aware that if a vendor uses less staff and ask for metrics on efficiency and accuracy of
first touch claims resolution. Less staff might be indicative of fewer dedicated resources, or it
could indicate better trained staff for claims resolution.
Additionally, inquire about staffing flexibility to quickly add staff for outsourcing needs/
demands. These abilities may especially be useful during periods of possible attrition, Family
Medical Leave (FMLA) and vacancies, or even emergencies, such as pandemics. Most
vendors are paid based upon performance and are incentivized to collect as much money as
possible in the shortest period of time.
Furthermore, staff education is an important part of the outsource partner selection process.
Having an extensive training and development program can make a huge difference in the
volume of FTEs assigned to your account, depending on the size of an organization. Ask the
vendor about their in-house training resources, the duration of staff training, and, also, any
written procedures or best practices that they follow.
Lastly, with the use of automation, first touch resolution methods, and extensive training and
development, a vendor can help an organization move forward efficiently. Ask a vendor if they
keep statistics around the average number of touches to account resolution. Many vendors’
“secret sauce” is to lower their actual productivity standards in an effort to achieve first touch
resolution. It can be tempting to select a vendor who can process a large volume of accounts,
but more accounts touched does not always translate to more accounts resolved. Do the
necessary research to find the right balance between quality and quantity.

How to select the right A/R vendor for your health system | 12

For more information,
please contact:
Larry Patrick
Partner
(404) 561-1985
larry.patrick@pwc.com
Joshua Cahn
Principal
(617) 780 7976
joshua.cahn@pwc.com

© 2022 PwC. All rights reserved. PwC refers to the US member firm or
one of its subsidiaries or affiliates, and may sometimes refer to the PwC
network. Each member firm is a separate legal entity. Please see
www.pwc.com/structure for further details.749480-2021.

