SHOULD YOU KEEP
BILLING IN-HOUSE OR
FARM IT OUT?

A family physician in New Mexico
was quick o tell anvone who'd lis-
ten that he didn’t need any billing
statf, he did it all himself. Had he
discovered a way to drastically cut
overhead? Depends on how you
define overhead. [t was wue that
he did 100 percent of the work
involved in submitting bills, and it
JUATS (?t_]u;lll_\' trie that he spent S0
on staff to help with that process.
What he failed to include in the
equation is the fact that. after he
finished seeing patients, he spent
the next 2 to 3 hours entering the
information into his software pro-
gram and transmitting his claims,
as well as entering the pavments
that he received and generating the
statements for the patent portion
of cach bill. While his labor techmi-
cally didn't cost money, it was cer-
tainly impacting his qualitv of life.
Someone has to perform the
functions involved in L‘hargc entry,
data submission, and pavment
reconciliaton, Who that someone
happens to be is not as important
as assuring that whatever elfort
involved 1s appropriate to the work
imvolved. If you want to get paid for
the work that vou do. and vou don't
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LEARNING OBJECTIVES

After completing this article, readers
will be able to:

# Qutline the steps involved in the
medical practice billing cycle

= Evaluate the factors that determine
the optimal number of billing
staffers needed for a practice

» Delineate the pros and cons of using
an outside billing service
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GETTING THE
PROCESS RIGHT
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have a cash practice, then someone
his 1o assign codes (CPT and 1CDY)
to the care that was given; someone
has to enter that information into
the data system (all but the smallest
practices are now required to send

claims electronically): someone
needs to collect demographic and
insurance information on the
patient to be sure that the claim
goes to the right place; someone
needs to print the claims or trans-
mit them to the insurance plans;
and someone needs to match pay-
ments received with the charges
and handle anvthing that wasn't
paid and needs to be written off or
billed to another insurance carrier
or the patient.

Physicians often don't have a
good understanding of the revenue
evcle because their billing staff is

tucked away in a corner and, unless
there is suddenly not enough cash
to meet payroll, their work is some-
what invisible. Physicians see their
nursing and front desk staft almost
daily and quickly know what works
and doesn't work and how many
people it takes to get the job done.
Billers, those invisible folks tied to
their computer screens, are far
more difficult to understand (they
speak a strange language) and
many physicians just don’t bother,
As revenue becomes ever more
critical and overhead must be
reduced, or at least controlled, the
role of the biller requires closer
attention. What should they do and
how many should there ber These
questions need to be addressed in
every practice, on an ongoing basis.
Unfortunately the answers are as
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difficult as the process. The billing
process dilfers by specialty, by vol-
ume, by market and payer mix, and
by who does what. Before yvou throw
up vour hands and head back to the
exam room or your office there are

some basic steps that can be taken to

get the answers. But before you can
decide how many people you need
to effectively bill and collect your
lees, or even if you should do the
job in house, you have to define the
job itself. Kris Fisher, who does
billing for a small specialty surgical
practice and is a former billing con-
sultant, says that "billing is easy,

almost anvone can do it, collecting is

hard.” Collecting is all that counts,

IN SUMMARY

There is no one best way to approach
billing. Regardless of whether you
choose to keep it in house or hire a
local or national billing company, you'll
still need to monitor performance to
ensure that you get every dollar you
are owed. Don't forget to consider
these caveats:

= If you do your own billing, make
sure you have regular “sit-downs”
with your staff to brainstorm on
ways to be more efficient.

= If you use a billing service you
should expect routine reports that
provide an overview of the status
of your accounts.

« If you are a new practitioner it
might be more cost efficient to out-
source your billing for the first year
or two, while your patient volume
builds and cash flow becomes less
of an issue.

= If you are considering slowing down,
you might be better off moving
billing out of your practice — to
avoid employing a full-time biller.

o If you are sure that you want the
control of doing it yourself, but are
unsure of what software to buy, you
might want to test drive a program
before making a big investment.

Every practice is different. Carefully
look at all the factors before determin-
ing which choice is best for you.

96 | PHYSICIANS PRACTICE | SEPTEMBER 2008

BILLING SERVICE VS. IN OFFICE
The first step in examining your

billing process is to decide if you are

going to do it in house or you are

going to contract with a billing serv-

ice. This is an important decision,

Fisher says that “nobody cares as

much about your revenue as you

do.” Keep this in mind as you
explore your options. Ask vourself
these questions before deciding
which option is for vou:

* Is money an issue? If the practice is
tight on money then investing in
sophisticated software and hard-
ware may not be an option right

ISSION D!

services charge a

ect.

funds they col

L

collect what vou hope
|

1

much will you end up

now. Many billing services allow
vou to use their software to make
appointments and view patient
accounis while they handle the
billing /collection functions from
their office.

* Who manages the office? If you are
the doctor and the office manager

vou may not have the time to effec-

tively monitor the performance of
in-office billing staff.

* Is space an issue? Using expensive

medical office space for billing stafl
may not be the best option if rising

overhead is a concern. If you can
lease just the amount of space
needed to generate revenue then

outsourcing may be a good option.

« Is billing for your specialty straight-
forward or complex? If the bulk of
vour services are office visits, or

vour specialty has a high volume of

similar services (such as radiology

~ 3
11 0

or anesthesiology) tinding a com-
pany with experience in vour spe-
cialty may be a good idea, If billing
is more complex and you often
need to be consulted about ques-
tions, such as in a surgical practice,
keeping the billing in the office
may be the easiest route.

Is the billing service motivated to
collect small amounts? Many billing
companies go after the “easy money”
and may not have sufficient staff to
collect the small balances. Ask poten-
tial billing companies if they are will-
ing to provide a collection rate

guarantee. If they do you will still
need to monitor their perform-
ance but at least they are some-
what at risk for bringing money
in the door,

How much will they charge? Most
services charge a percentage of the
funds they collect. Do the math. If
they collect what you hope they will,
what will vou end up paying? Is this
more or less than you would pay
vour own staff 1o do the same jobr A
good billing service may cost a little
more than the cost to do billing
vourself, but not a whole lot more.

Before vou decide to outsource
vour billing, let’'s explore what is
needed to successfully perform
billing activities within the prac-
tice. Consider each of the steps
below to determine if vou are up
to the challenge, or at least willing to
dedicate staff tme to that challenge.
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- DATA COLLECTION AND ENTRY
if you bill within the
hire a billing service
eed to collect basic demo-
ormation on each patient
ame, address, birth date,
, phone numbers, and who
c y responsible for the bill.
0 need to determine if they
Ith insurance. If they do,
ed the name and address of
any, the policy and group
and a copy of the card just
jomeone wrote down the
on wrong, Verify that the
still valid by checking
by phone. All of these
ypically performed by
staff as part of the

1 process.
nformation is then either
1o the data system or sent
ling service for entry. Once
Nt is in the system a quick
f any information that
pm the last visit is all that
A new patient should take
5 minutes of effort to be
O your system.
1 required to enter
1l depend on the specialty
nding performance of the
If the providers select the
D9 codes then staff
need to enter that
If staff need to review
ine what was done
required and the
phistication increases
Another factor that
what resources are
number of charges

worked with prac-
ties, says “it is not
tients that drives the
ber of items on

2 is an office visit,
‘and an x-ray the time
the data, and the

ors, is much higher

s encounter.”

5 SUBMISSION

s is automated
plished with a
ractice has a man-
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ual process, someone has to print
claims, stuff envelopes, and mail
packages. Sending claims on paper
will also delay payments by weeks.

Most practices send claims to a clear-
inghouse, which then sends them
on to the correct payer. Typically the
software used by these companies will
perform a basic edit to see if all the
required information is present. Miss-
ing data will result in an error report
that will allow staff to quickly correct
and resubmit claims,

Some insurance companies will also
send an error report that shows that
the person was no longer eligible for
benefits, or the member number was
entered wrong. Again, this is an oppor-
tunity to quickly fix the error and
resend the claim without waiting weeks
to receive formal notice.

STEP 3 — PAYMENT ENTRY

This is another process that may
require varying degrees of effort
depending on your billing software.
If each payment must be hand
entered and the adjustments, if any,
made on the account, it will require
substantially more time than if the
software “autoposts” payments. This
means that an electronic file from
the insurance company is uploaded
into the software and payvments are
automatically applied to the corre-
sponding charge. Any accounts that
do not match are shown on an
exception report. While staff must
still be careful to review any claims
that were not paid, this method sub-
stantially reduces effort in a labor
intensive process.

STEP 4 — ACCOUNTS RECEIVABLE
This is the most important and most
difficult process in the billing cvcle.
Most claims will get paid so long

as they clear the edits mentioned
above, When claims don't get paid
on their initial submission they
require the attention of someone
with knowledge of both insurance
rules and basic coding. In most
cases, any claim that remains unpaid
after 30 to 45 days will never get
paid unless it gets “fixed.” Many
billers will simply resubmit unpaid

claims. This s typically a waste of
time. The correct way to address
open claims is to either look at the
status using online tools supplied by
the insurance plan or call the auto-
mated claims inquiry 800 number.
This process is slow and cumber-
some, but it is the best time invest-
ment vou can make in the billing
process. Fisher was right when she
said collecting is hard. This is what
makes that work worthwhile.

ALLOCATING RESOURCES —
HOW MANY PEOPLE?
If vou have decided that vou
would like to perform basic billing
functions in your office, how many
people will vou needr What types of
skill sets? How much experience?
Angel Burnette, billing supervisor
for a large primary-care practice,
decided 1o find out just how much
effort was required to perform the
tasks within her department. Once
this assessment was completed, she
could determine how many people
she would need and how to tell who
was effective at their job. Having
done most of the billing tasks in for-
mer jobs, she spent a day posting
charges, then a day managing pay-
ments, then a day following up on
open claims, Since she didn't do the

Go 1o PhysiciansPractice.com
for more information on
improving your billing processes:

* Find out which technologies can
help you collect more of what you've
eamed. Type “Sorting Out Your Billing”
into our Search Articles box.

@ Hear what billing experts have to say
about best billing practices. Type
“Stronger Bottom Line" into our
Search Articles box.

* Download our Accounts Receivable
Key Indicators tool to measure your
billing practices against industry
benchmarks. Click the Tools button
to access this helpful calculator.
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tasks on a full-time basis, she figured
that the staft who routinely did the
job would be faster than she was.

“I found out that it takes about
two to three minutes to enter a
charge and 1 could enter about
$25,000 in payments in a typical
day,” says Burnette. “Looking at our
daily workload I found that I had
one FTE too many.” It took some
training and some time for staff 1o
speed up their work process, but
soon the department was doing bet-
ter than ever with one less person.

entry or pavment posting. Smaller
practices need someone who has a
much broader background. If the
billing staff is large and the tasks seg-
regated then the person may fit in
fine. The best billers see collecting
money as a personal challenge. Look
for that in the interview. Both Fisher
and Burnette agree that an effective
biller takes it personally when a
claim is not paid and will do what it
takes to resolve the problem. If the
applicant is just there to hit com-
puter keys then keep looking.

DON'T GIVE UP The billing process

can differ by specialty, by volume, by
market and payer mix, and by staffing.
Before you throw up your hands and
head back to the exam room, there are
some basic steps that can be taken to
find the specific answers you need.

A rough planning tool dictates
that a single efficient biller can han-
dle two to three FTE primary-care
providers, depending on the ancil-
lary service load, while a busy sur-
geon will need their own biller. An
orthopedic practice with x-ray and
physical therapy mav even need
more than one biller per phyvsician.

SELECTING SKILLS — WHAT

SHOULD YOU LOOK FOR?

It vou have decided thar vou're
doing the billing in house and deter-
mined how many people you need,
the final decision is the skills that
vou need to look for in prospective
staft. Applicants that have worked
for medical billing companies typi-
cally have experience in only one to
two aspects of billing, perhaps data
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SETTING YOUR BUDGET
As the billing and collecting process
becomes more difficult, the value of
experienced billers increases. While
markets differ across the country, cur-
rent wages are mostly in $12 to $16 an
hour range for nonsupervisory staff.
Your investment in software will
be anywhere from zero to $8,000
per physician, Many software com-
panies are making their programs
available over the internet for a
monthly fee of a couple of hun-
dred dollars. The advantages to
this option are no upfront invest-
ment, limited computer hardware
required, and someone else who
will store the data and support the
program. Buying a billing program
can be as low as $1,000 or many
thousands for the most sophisticated

of the options. A rule of thumb is to
not overbuy. If you are new to the in-
house billing process you should opt
for the online option and then
decide what features you need and
want. Then go shopping.

Outsourced billing typically is
priced on a percentage of collec-
tions basis, If your average fee is
high, for example in a surgical prac-
tice, you can expect to pay less than
6 percent of what the company col-
lects. If you are a high volume, small
charge practice, such as a radiology
practice, fees can be as high as 10
percent. Also look at whart extras are
charged. Who pays for the clearing-
house needed to submit claims (typi-
cally the billing company), patient
statements (typically you), and
whether vou have access to the
appointment module of the software
without extra charges,

It you are a solo family physician and
you are collecting about $275,000 to
$300,000 per year, you are almost at
the point that doing billing yourself is
the same as hiring a billing service.
If you can find someone willing to
work part time you will save money
doing it yourself at this level.

Bottom line, there is no best
answer. Each practice and situation
are ditterent and those factors will
determine which method is the wis-
est choice. What is the same, regard-
less of what you decide, is that you
always need to monitor performance
and assume that it can be done bet-
ter. Nobody cares about your money
more than vou do. m

Greg Mertz, MBA, FACMPE, is president
and CEQ of The Horizon Group, Ltd.
He has more than 30 years of healthcare
services management and consulting
experience in varied settings, including
public health, private physician practice
management, and hospital feasibility and
development. Recently, he has focused on
assisting hospital clients in evaluating
and strengthening their strategic bonds
with thetr medical staff.
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