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Minimizing Patient Bad Debt

New Strategies for a New Economy
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Hospital Network
Å30+ Years Service to 

Hospitals
Å36 Member Cohorts

Å2,700+ Member Hospitals  

Helping Hospitals And Health Systems For Over 30 Years

Our Approach Integrates The Power of People, Process and Technology

Best Practice Research
Å150+ Research Analysts and 

Consultants
ÅHundreds of Research Studies
ÅThousands of Best Practices

Technology
ÅWorld Class Technology 

Platform
Å10 Cohort Initiatives
Å700+ Hospital Partners

Revenue Cycle Compass

Supporting hospitals in 

elevating performance across 

the revenue cycle

Payment Navigation Initiative

Supporting hospitals in 

responding to

undercompensated care

Self Pay Compass

Supporting hospitals 

in responding to 

undercompensated 

care

Revenue Integrity Compass

Supporting hospitals in 

responding to RAC 

overpayment determinations

Process
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People

Leadership Training and Development
Å70+ Faculty and Staff

Å30,000 Executive Participants

Consulting
Å50+ Expert Consulting Staff
Å600+ Hospital Engagements
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The Patient Payment Economy

I. Essay - A Rapidly Changing Payment Landscape

II. Best Practices for Managing Self-Pay and Reducing Bad Debt

III. Integrating People, Process, and Technology for Continuous 
Improvement
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Source: DŜƛǎŜƭΣ WŜǊǊȅΣ άDa {ŀƭŀǊƛŜŘ {ǘŀŦŦ DŜǘ hƴƭȅ /ƻƴǎǳƳŜǊ-5ǊƛǾŜƴ IŜŀƭǘƘ tƭŀƴǎΣέ ŀǾŀƛƭŀōƭŜ 

at http://www. Businessinsurance.com/, accessed on November 11, 2009.

òSay It AinõtSoó - The Decline of Cadillac Health Plans

General Motors Implements High-Deductible Health Plans for Salaried Workers

I.  Changing Payment Landscape

The New Direction for Employee-Sponsored Plans

ÅDaΩǎ нпΣллл ǎŀƭŀǊƛŜŘ ǿƻǊƪŜǊǎ ǿƛƭƭ ōŜ ŀōƭŜ ǘƻ ŎƘƻƻǎŜ 
from two health plans, both of which are linked to 
health-savings accounts

ÅBoth plans have a deductible of $1,300 for individuals 
and $3,100 for families

ÅOne plan limits annual out-of-pocket expenses to the 
deductible, while the other has out-of-pocket 
maximums that go up to $5,000 for family coverage

ÅMonthly premiums will range from $5 to $75 a month

ÅDa ǿƛƭƭ ŀƭǎƻ ŎƻƴǘǊƛōǳǘŜ ϷмΣолл ǘƻ ŜƳǇƭƻȅŜŜǎΩ ƘŜŀƭǘƘ-
savings accounts
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Source: YŀƛǎŜǊ CŀƳƛƭȅ CƻǳƴŘŀǘƛƻƴΣ ά9ƳǇƭƻȅŜǊ IŜŀƭǘƘ .ŜƴŜŦƛǘǎ нллф !ƴƴǳŀƭ {ǳǊǾŜȅΣέ ŀǾŀƛƭŀōƭŜ 

at: http://www.kff.org/insurance/index.cfm, accessed November 17, 2009.

More Patient Skin in the Game, Increased Collection Burden 

Greater Self-Pay Sacrifices Across All Insurance Plan Types Pose Challenge

Percentage of Workers Enrolled in Plans with Annual Deductibles Exceeding $1,000

Estimates Based on In-Network Services

16%
21%

35%
40%

6% 8% 9%
13%

10%
12%

18%
22%

2006 2007 2008 2009

All Small Firms (3-199 Workers)

All Large Firms (200 or More Workers)

All Firms
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4.8% 4.9% 5.0%
5.7%

6.5%
7.6%

8.9%
9.4%

10.2%

Oct-07 Jan-08 Apr-08 Jul-08 Oct-08 Jan-09 Apr-09 Jul-09 Oct-09

Unemployment Rate

National Unemployment Rate

Source: Bureau of Labor Statistics, available at: www.bls.gov/ces, accessed November 11, 2009; Kaiser 
CŀƳƛƭȅ CƻǳƴŘŀǘƛƻƴΣ ά¢ƘŜ /ǊǳƴŎƘ /ƻƴǘƛƴǳŜǎΥ aŜŘƛŎŀƛŘ {ǇŜƴŘƛƴƎΣ /ƻǾŜǊŀƎŜΣ ŀƴŘ tƻƭƛŎȅ ƛƴ ǘƘŜ aƛŘǎǘ 
ƻŦ ŀ wŜŎŜǎǎƛƻƴΣέ ŀǾŀƛƭŀōƭŜ ŀǘΥ ǿǿǿΦƪŦŦΦƻǊƎκƳŜŘƛŎŀƛŘΣ ŀŎŎŜǎǎŜŘ bƻǾŜƳōŜǊ мм нллфΤ нллф ¦{ /Ŝƴǎǳǎ 
Bureau data; Financial Leadership Council analysis.

Bracing for Impact of Deteriorating Economy

October 2007ςOctober 2009

Percentage point increase creates 1.0 
million new Medicaid/CHIP enrollees and 
1.1 million uninsured individuals

Total Medicaid spending 
grew 7.9% in FY 2009
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42.5 M

47.0 M

Uninsured

2008 2009

Projected Impact of Unemployment 
on Uninsured Population

Sudden Change in Coverage Demographics Generating Downstream Margin Pressures

4.5M
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Medicaid

Private 
Insurance

Other

Medicare

Self-Pay

92.0% 92.0%
97.0%

34.0%

91.5%
87.2%

Medicare Medicaid Private 
Insurance

Self-Pay Other Overall

Hemorrhaging Dollars In Expanding Self -Pay Segment

Recovery Rates

Cash Posted as a Percentage of Net Patient Revenue, by Payer Type

n = 31
Revenue loss of 
12.8 percent

Source: Financial Leadership Council 2008 Member Survey of Revenue Cycle Operations.
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41.3%

5.5%

19.8%

31.8%

1.6%

Contribution to Revenue Loss

Percentage of Total Lost Revenue

Self-Pay Disproportionately Contributing to Revenue Losses
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Self -Pay Not a Lost Cause

Expanding Gap Between Hospitals Suggests Room to Improve

Total Uncollectibles

Percentage of Net Patient Revenue

2.5%
7.0%

15.3%
5.3%

5.7%

8.3%

High-Performance 
Quartile

Mean Low-Performance 
Quartile

Bad Debt Charity Care

Data does not disaggregate 
at which point in the 
revenue cycle charity care 
is identified and classified

Source: Financial Leadership Council 2008 Member Survey of Revenue Cycle Operations.
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Adapting to a Patient Payment Economy

II.  Best Practices for Rapidly Reducing Bad Debt

Offsetting Risk Through 
Payer Negotiations

Elevating Patient Access PerformanceLeveling the Playing Field

9

Clearing the 
Collections Backlog

Exploiting Safety Net 
Resources

Transforming Self-Pay 
Collections Culture

I II III IV

1.  Tie Reimbursement to 
HDHP Exposure

2.  Aggressively 
Discount to Elevate 
Self-Pay Collections  

3.  Facilitate Enrollment 
in Public Services

4.  Utilize Accurate 
Pre-service Estimation
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1 Pseudonym. 

2 High-Deductible Health Plan. 

3 Bands based on volume of services. 

Case in Brief

ωTwo-hospital health system in the East 

ωSignificant increase in HDHP patients causing worry over growing bad debt from self-pay 
population in down economy 

ωbŜƎƻǘƛŀǘŜŘ ƛƴ {ŜǇǘŜƳōŜǊ нллу ǿƛǘƘ ƭŀǊƎŜǎǘ ŎƻƳƳŜǊŎƛŀƭ ǇŀȅŜǊ ǘƻ ƳƻǾŜ ǇŀȅŜǊΩǎ I5It ǘƻ ƳƻǊŜ 
expensive band to help offset hospital risk 

ωFuture HDHP negotiations to involve pushing payers to convince employers to retain risk for 
portion of patient deductibles 

Renegotiating Reimbursement

Lovett1 Responds to Increase in HDHP2 Plans 

Current Commercial Payer Bands3 Future HDHP Negotiation Strategy 

Patient
$5 K Deductible

Employer
At-risk for
up to $3 K 

Hospital
Responsible for 
obtaining $2 K

Lovett Medical Center1

Source: Financial Leadership Council Interviews and analysis.

A     1.3 (Cost)Payer X

B 1.4 (Cost) Payer X HDHP

C     1.5 (Cost)

D     1.6 (Cost) Payer Y

E     1.7 (Cost) PayerZ

10
#1.  Tie Reimbursement to High-Deductible Exposure 
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1 Balance of account greater than 30% considered charity care.

Source: Financial Leadership Council interviews and analysis.

Avoiding Unwieldy Bills

Capping Total Charges for Uninsured Patients

#2. Aggressively Discount to Increase Self-Pay Collections 

Uninsured patient accumulates 
$29,000 in charges

1
tŀǘƛŜƴǘΩǎ ŀƴƴǳŀƭ ŦŀƳƛƭȅ 
income $48,000

2

May 2009
Gross Salary $2,200.00 
Statutory Deductions Other Deductions

Federal Income Tax-385 Pretax Medical -170
State Income Tax -135 401k -140
Social Security Tax -120
Medicare Tax -40

Net Pay $1,210.00 
Eagleburger Pay date: 5/31/2009
Pay to the order of:  John Smith
Twelve hundred ten and 00/100 $1,210.00 

tŀǘƛŜƴǘ ŜƭƛƎƛōƭŜ ŦƻǊ ƘƻǎǇƛǘŀƭΩǎ 
catastrophic protection, limiting 
patient liability to 30 percent of 
annual household income1

3
Patient now responsible for 
$14,400

4

11



© 2010 The Advisory Board Company

$6.9 M

$5.8 M

2005 2007 (E)

$7.2 M
$8.1 M

2005 2007 (E)

$1.5 M
$1.8 M

2005 2007 (E)

1 Pseudonym. 

Keller Health1

Case in Brief

ω250-bed hospital located in the Northeast 

ωIn 2006, hospital expands its discount program for patients with household incomes up 
to 900 percent of the federal poverty level 

ωSteep discounts lead to increased cash collections as a greater volume of patients pay 
their obligations 

ωIn some cases, adjusted patient obligation exceeds state medical assistance program 
reimbursement rate 

Generous Discounts Drive Cash Collections

Self-Pay Collections After Expanding Charity Discounts 

Self-Pay Cash Collection Bad Debt Charity Care 

Increase 
of 20%

Decrease 
of 16%

Increase 
of 13%

Source: Financial Leadership Council interviews and analysis.
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1 {ǘŀǘŜ /ƘƛƭŘǊŜƴΩǎ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ tǊƻƎǊŀƳΦ

A Community -Wide Effort to Ensure Enrollment

Social Services 
Administration

Hospital

Health Coverage 
NGO

ÅMedicaid
ÅSCHIP1

ÅEnsuring Appropriate Care Setting
ÅExpanding Access to Care
ÅCareer Counseling
ÅResume Development
ÅUnemployment Insurance
ÅInformation on Importance of Preventive Care

Jointly-Sponsored Enrollment Fair

Source: Financial Leadership Council Interviews and analysis.

#3.  Facilitate Enrollment in Public Services
13
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1 {ǘŀǘŜ /ƘƛƭŘǊŜƴΩǎ IŜŀƭǘƘ LƴǎǳǊŀƴŎŜ tǊƻƎǊŀƳΦ

Seton Family of Hospitals

Case in Brief

ωMultihospital system based in Austin, Texas 

ωUses screening software to determine self-Ǉŀȅ ǇŀǘƛŜƴǘǎΩ ŜƭƛƎƛōƛƭƛǘȅ ǎǘŀǘǳǎ ŦƻǊ ƳǳƭǘƛǇƭŜ 
public funding sources 

ωCan significantly increase cash collection by helping identify Medicaid reimbursement 
dollars retrospectively 

Hardwire Public Insurance Eligibility Screening Processes 

Funding Source Identification Process 

ωOnline software tool 
targeted at uninsured 
ED patients 

ωTool prompts financial 
counselor to ask key 
eligibility-related 
questions

ωTool produces list of 
funding sources for 
which patient is eligible

ωCan integrate with 
hospital electronic
health record

ωStaff member calls patient
to enroll in public 
insurance program 

ωOver 85 percent of 
screened patients enrolled 
in a funding program 

Funding Source 
Identification 

Program Enrollment Eligibility Check1 2 3

40-60 Minutes3.1 Minutes

Source: Financial Leadership Council Interviews and analysis.

14



© 2010 The Advisory Board Company

Reaping Financial Gain

Percentage of Screened Patients 
Enrolled in a Funding Program

14% 86%

$217 

$118 

$180 

$336 

$259 

$308 

Q1 Q2 Q3

2006 2007

{Ŝǘƻƴ IƻǎǇƛǘŀƭΩǎ wŜǘǊƻǎǇŜŎǘƛǾŜ 
Reimbursement from Medicaid

n = 118,687

15

Enrolled

54% 
increase

120% 
increase

71% 
increase

Source: Financial Leadership Council Interviews and analysis.
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Regina Medical Center

Case in Brief

ω57-bed non-profit hospital in Hastings, Minnesota

ÅLeadership taking proactive approach to managing higher patient 
financial responsibilities resulting from increasing co-payments, 
deductibles and co-insurance requirements

ÅDesigned program to inform patients of financial obligations prior to 
service and prepare them for payment, and to identify those qualifying 
for Medicaid, uncompensated care, and payment plans

ÅNot expecting such rapid improvement, hospital Controller offered to 
άŘƻ ŀ ŎŀǊǘǿƘŜŜƭέ ŀǘ ŀ ŘŜǇŀǊǘƳŜƴǘ ƳŜŜǘƛƴƎ ƛŦ ǘƘŜȅ ǊŜŀŎƘŜŘ ǿƘŀǘ 
initially seemed like an unachievable goal of 75% collections per month

ÅA few minor patient complaints at the outset were resolved; a 
newspaper praised the program and educated patients; and patient 
satisfaction scores have not changed

Campaign to Reduce Patient Bad Debt

Doing Cartwheels Over Impact of Patient Payment Estimation on Collections

#4.  Pre-service Estimation and Communication
16
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Horse Before the Cart: Best in Class Technology

Patient Financial Obligation Rules Engine

Patient Benefits Updates
Redundant data streams ensuring 95%+ 

accuracy rates and 
timely year-to-date information

Hospital Procedure(s) Updates
ÅHospital Payment Algorithms
ÅUpdates from  Charge Master
ÅInnovative Procedures Grouper to 

define service bundles

Payer(s) Contracts Updates
ÅReal-Time Contract Management 

Updates
ÅAnalysis of Claims Histories
ÅUp-to-date information on contract 

allowances 

Hospital Data Sets

ÅADT(recurring)
ÅMaster Patient Index
ÅContract 

Management
ÅCharge Master

Payer Data Sets

ÅAuto-Login (Web 
Bots)
ÅDirect Connections
ÅEDI Clearinghouse
ÅCall Center

Real-Time

VEligibility Verification
VDemographic 

Verification
VProcedure 

Authorization
VServices Calculation
VPlan Benefits 

Estimation

Comprehensive, 
Accurate and Timely 

Patient Estimate

17

Source: Financial Leadership Council Interviews and analysis.
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Good Data Elevates Confidence, Performance of Financial Counselors

Timely, Accurate Estimate Empowers Staff and Patients

Advance Beneficiary Notice Price Estimate

Advance Beneficiary Notice (ABN)

Items or Services:

Because:

Lumbar and Lumbrosacral fusion

Failed Medical Necessity

Estimated Cost: $60,000

Please choose one option. Check on box. Sign & date your choice.

Option 1. YES. I want to receive these items or services.

Option 2. NO. I have decided not to receive these items or 

services.

Date Signature

Price Estimate

Date Signature

Patient Information

Patient Name John Doe

Patient Phone (336) 555-1234

Account Number 1234 5678 8899

Plan Health Plan A, PPO

Patient Type Inpatient

Date of Admission 05/01/09

Date of Discharge 05/02/09

Service Type

Services: Amount

Lumbar and LumbrosacralFusion   $46,307.90

Posterior Technique Spinal Fusion 

Except Cervical W CC

Financial Responsibility

Insurance Responsibility $43,339.50

Patient Deductible $1,000.00

Coinsurance $9,061.58

Estimated Total Patient Responsibility$2,968.40

Total Expected Patient Liability $2,968.40

Limited 
explanation of 

why procedure 
not covered

Estimates use 
gross, rather than 
net charges; gives 

no estimate for 
professional fees

Procedure-
specific 
estimate

Estimate takes 
into account 
out-of-pocket 
maximum

Source: American Medical Association, available at: http://www.ama-
assn.org; Financial Leadership Council interviews and analysis.
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Hardwired Process Improves Collections and Alters Expectations

Standardized Collection ProcessPre-notification

Scheduler notifies patient of 
payment responsibility and 
payment options prior to service

V Sets patient expectations

V Expedites registration process

V Saves time and resources

V Simplifies collection 
procedures for employees

V Improves POS collections

Source: Financial Leadership Council interviews and analysis.
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Financial Counselors Meet with All Patients

V Clear explanation of price estimate
V Opportunity for patients to ask questions
V Review of options available

Pre-service Notification Prepares Patient to Pay at Point-of-Service


