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When a physician’s practice starts to look at ways in which to decrease their expenses and possibly increase their gross income, they often think of outsourcing their billing.  While this is usually a very good idea and if done properly will increase the income of the practice, the practice needs to make sure they don’t outsource to a service strictly based on the service’s fees.  In fact, that is probably the last thing that should be considered.

Back in the early 1990’s Money Magazine had a lead story in it stating that medical billing for physicians was THE new and best way for someone to have a home business.  This encouraged many people who had no experience, knowledge or possibly even business sense to get into the field.  Then, the way they got physician’s business was to undercharge on everything as they really had no idea of the responsibility and complexity of medical billing.  So physicians were hiring them, thinking they were going to save money.  As a result, I am sure you have heard horror stories of different practices outsourcing their billing to these types of billing services and almost losing everything.  That is why I am a huge proponent of outsourcing to a professional billing service.
There are several things to consider when determining if the billing service you are contemplating using is “professional” or not.   The following points are much more focused on what kind of job the billing service may do for the practice, which is where the savings and possible increased earnings really come into action.

1.  I like to see a billing company that has a successful history for at least a decade.  In that decade or more, it is very helpful if they have experience in your specialty or a related one and experience in your geographic area.  If they only have experience in a related field, it is helpful if you can speak to some of their current clients and find out how long it took them to “ramp up” to bill successfully. Of course, references from their current clients are very useful.  Also, if you can talk to some of their past clients, you can possibly find out any “hiccups” you may want to avoid.
2. Does the billing company have CPCs and certified billers on staff?  Medical billing is a very complex endeavor and if the people are not certified coders and/or billers you have no guarantee that they are keeping up to date on the constant changes that occur in the field.  For example, if Medicare has decided to discontinue a specific CPT code and has replaced it with another it is important to note that it was replaced.  We have seen practices who after Medicare denied the code just quit billing for it without doing any research.  As you can imagine, once we showed them where the actual CPT was replaced, the practice was able to go back and bill for all those codes.  This increased the income for that six month period by 34%.  It would have been better to have it immediately instead of reacting to the situation.

3.  Does the billing company have professional affiliations, such as HBMA (Healthcare Billing and Management Association)?  If so, this shows that the service is trying to be as professional as possible.  And just as your professional groups (AMA, specialty groups, etc) help you to keep up on the latest information important to you doing your work the same applies for the billing service.
4.  Does the billing company use technology as much as possible?  The reason you care if the service is “high tech” or not, is that the government and insurance carriers care.  The more technology that is used to do your billing, the faster and possibly better reimbursement you will see.  The faster the reimbursement, the less time you have to worry about whether you are getting paid, how much you’re getting paid and if the payment is the correct amount.  Technology can help with all of these things, which are very important to a practices fiscal health.

5.  When looking at professional billing services, you want to ask them what their overall average days in A/R look like and then what their average days in A/R look like for your specialty.  The mark of a good billing service used to be under 50 days in A/R for most specialties.  Now, with technology, that should be under 40 days and often under 35 days in A/R.  There are some specialties where this will never happen.  For example, any practice that has a lot of Medicaid patients is never going to reach under 40 days in A/R.  There are too many rules with Medicaid and too many Medicaid carriers with patients who aren’t sure which Medicaid they have for that to happen.  This is also true of those specialties that have a huge population of “personal injury” claims (i.e. Motor vehicle accidents).
6.  The last two benchmarks that you want to determine are the service’s percentage of charges that are turned over to a collection agency as well as the percentage of charges that are over 120 days in A/R.  Some times, non-professional services will bill once or twice and then transfer to collection any charges.  This makes their days in A/R look wonderful.  However, this is not doing the job properly.  If they transfer over to collection somewhere between 2 and 3% to collections, this company is doing a good job.  Remember, collection agencies charge a much higher fee for recovery than do billing services.  You also want to be sure that the service doesn’t wait until too late to work on claims.  You want the majority of all your claims that are over 120 days to be patient balance only.  Again, you would like to see your total of charges over 120 days to be less than 15%; and of that amount, you would like to see a majority of it self pay.  Remember, however, that insurance companies do have hiccups in their procedures and sometimes an insurance company will have an increase in their claims not being paid as quickly as usual.  A good service will catch on to trends, with the help of their technology more quickly which will help to get you paid more quickly.  

To me, one of the most important parts of your negotiations with a billing service is to find out if they are willing to work WITH your practice.  Many are very rigid in the way they do things.  Some of these practices are good, some are not.  The question should be are they willing to work with you to set up policies and procedures that are not too intrusive and which will help to guarantee the best possible reimbursement for the practice.  Some changes are bound to be needed, but being able to cooperate with each other is a very important part of keeping day to day operations smooth and profitable.
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