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Management Corner

Working Well with Outsourcing 
Vendors

O ne subject that can provoke strong reactions 
among revenue cycle managers is outsourc-
ing. Rather than a debate about the pros and 

cons of outside vendors, there typically is a stream of 
horror stories about failed ventures. These stories too 
often start with a vendor relationship that was forced 
upon the manager without their involvement.

“Some large vendors in the health care indus-
try solicit business at the C-Suite level, forecasting 
huge returns with impressive savings, often based 
on turnaround projects that have little relevance to 
the providers to whom they give their pitch. Without 
an experienced revenue cycle manager at the table 
who can cast a critical eye on the proposal, these 
are often short on operations validity,” according to 
revenue cycle expert Judy I. Veazie, CRCE, CCT. This 
is unfortunate, she notes because it sets a low bar for 
measuring the value of services that are available for 
providers who can benefit from a good vendor part-
nership at a strategic level.

If you don’t  strategically outsource 
parts of your revenue cycle, you are 
at risk to have the whole operation 

outsourced.

When asked for her position on outsourcing, 
Veazie says, “If you don’t strategically outsource 
parts of your revenue cycle, you are at risk to have 
the whole operation outsourced. That said, the most 
important aspect of successful outsourcing is critical 
due diligence in selection and contracting followed 
by active management of the project with provider 
resources devoted to keeping the project on track,” 
she says.

Too often, outsourcing projects are crippled by too 
little oversight from providers at the very start of the 
relationship. No vendor can deliver on a proposed 
project outcome without the provider playing an 

active role in daily management, Veazie says. “These 
projects usually demand a provider team including IT 
resources to effectively integrate their services for the 
provider,” she says.

Unmet Needs
The typical revenue cycle manager has so much 

to do that they cannot cover all the revenue cycle 
needs nor take advantage of all the opportunities for 
additional cash inherent in their accounts receivable. 
These opportunities could be the right choice for 
outsourcing, according to Veazie.

One common opportunity is the identification of 
insurance underpayments. Although some providers 
have developed and maintained underpayment col-
lection activities in-house, others find gaps in their 
efforts to collect these underpayments. This might 
be because of changes in the payer contracts and 
in-house IT support priorities that make it difficult 
to maintain a state-of-the-art contract management 
system.

“When a provider takes the step to secure the 
technology to identify underpayments, they often 
mistakenly think the project is all technology. The 
truth is, this product like many other products in 
the revenue cycle, requires a significant investment 
of skill and expertise in the details of payer contracts 
to build the system accurately. The bigger issue is the 
cycle of testing and updates to the contract profiles to 
assure the payment demands to payers are accurate 
and timely,” Veazie explains.

This cost can be prohibitive when the normal pro-
cess of building these systems is fraught with “false 
positives” due to the lack of experience most provid-
ers have in building and testing payer contracts.

Using a vendor is a good option, Veazie says, 
because they have a data base of most payer con-
tract terms pre-built and tested. The biggest advan-
tage besides the quick return on the investment by 
piggybacking on their existing knowledge is that 
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the vendor has all the direct contacts (often at an 
executive level) in place with the payers to get the 
underpayment moving forward without tying up the 
provider’s contracting team.

Often when an AR gap is identified or 
a collection opportunity examined, the 
first question is should we “make or 

buy” the resource needed?

The biggest bonus? Most of these vendors work on 
a contingency fee basis. This is extremely cost-com-
petitive compared to the high cost of building your 
own system in house and weathering the huge costs 
and delays (as well as embarrassing errors in billing 
the underpayments).

Other Contingency-Based Services
“Self-pay services, including collection agencies, 

have traditionally been on a contingency fee basis, 
with a few special services, such as early out state-
ments, sometimes carrying a per case fee,” Veazie says. 
Other collection type services that can bring in a joint 
paycheck sharing risks and costs in the contingency 
market include Claims Collections vendors who col-
lect from insurance companies, Third Party Liability, 
and Worker’s Compensation vendors.

Other common opportunities are:

º International collections

º Out of State Medicaid

º Disputed denial appeals with payers.

º High dollar collections including Third Party 
Liability cases

º Legacy AR collections resulting from conversions 
or acquiring additional providers

º Probate/estate collections services

Often when an AR gap is identified or a collection 
opportunity examined, the first question is should we 
“make or buy” the resource needed?

The biggest barrier for a revenue cycle manager 
to make the internal resource is the project demands 

this places on the manager to run their current oper-
ations, juggle all the other projects they have to man-
age, and add another project to develop an internal 
resource/team by themselves. “This can be a huge 
distraction that threatens their existing operations. 
This is why some of these opportunities languish 
with continued loss of revenue because there is insuf-
ficient support for the manager to accomplish the 
project alone.,” Veazie says.

Much affects this decision, but the ability to gain 
access to additional resources can be achieved in 
a contingency relationship where the provider has 
little risk in handing off uncollected AR that could 
become outdated when a vendor will collect and 
keep a percentage. Even if a revenue cycle manager 
is confident in the value of an outsourcing relation-
ship, they can face push back from their superiors 
when they propose to “buy” a resource. A lot can be 
learned from other managers who faced this situa-
tion, so get input from your colleagues if you can.

Make or Buy

Multiple factors play a key role in any decision 
related to using a vendor for a revenue cycle service 
vs. adding staff to handle the function in-house, such 
as the following:

• Recruiting potential of the area to get qualified 
skilled staff

• Competition costs for skilled tech staff and man-
agement staff.

• Technology costs and how those relate to the bud-
get cycle.

• Start-up costs for building the infrastructure 
required for new department.

• Available space to house the operation within the 
organization at competitive cost.

• Potential risks (customer service scores included).

In or Out?
For some revenue cycle managers, the risks of 

getting into a bad partnership outweigh the benefits 
of outsourcing. Indeed, it can be a hard sell because 
outsourcing can threaten the job security of the man-
ager and is often viewed as threatening by the staff. 
Despite this, responsible revenue cycle managers 
must learn to discern the options for revenue cycle 
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needs by exploring the pros and cons of launching a 
new project with an outside vendor.

Some services are difficult to outsource despite 
problems for providers to keep a fully staffed depart-
ment. This varies from region to region and type of 
facility/clinic.

The most dominant factors weighing heavily in the 
decision to outsource are the types of services that 
require a high touch internally to resolve issues due 
to complex internal processes or legal/contractual 
considerations, Veazie explains. There are also clini-
cal programs or services that were launched without 
an adequate business plan and, therefore, so politi-
cally sensitive that an outside service will be doomed 
to failure in navigating the tricky aspects/issues.

How Not to Choose a Vendor
Trouble is likely on the horizon when the decision 

to select a vendor is not based on objective competi-
tive criteria. In some cases, a local vendor is selected 
due to their community role or even prior relation-
ships with the board or organization. This can pres-
ent more of a liability than an asset for the revenue 
cycle manager.

Another mistake happens when the vendor is 
selected on price, but not value. There are reasons 
some vendors bid a lower price, then underper-
form or shift costs to the provider. In these cases, it 
would be important for the full due diligence to be 
performed. Another risky outsource is when the fee 
is based upon billable hours rather than contingen-
cy-based. This is particularly true with legal agents 
that act as collection vendors. Sometimes a vendor 
can be selected purely based on assisting the provider 
to build an internal resource, then hand the keys over 
to the provider at the first project milestone.

Some services are difficult to  
outsource despite problems for some 

providers to keep a fully staffed 
department.

Keeping these ideas in mind, everyone wants a 
project to be successful. “Building a good vendor 
partner relationship will bring payoff over the years,” 
Veazie says “There are solid vendors who are good 
partners, not predators,” she says. ■

Achieving Balance Integrity
Exhaust Every Possibility before Billing
By Jesse Ford

M any years ago, on a flight home from 
Washington, D.C., I struck up a conversation 
with a fellow passenger who was heading 

home with her young son, a boy filled with joy and 
energy, who was bouncing around his seat like any 
other child his age. The difference was that he was 
blind, though you couldn’t tell how or even if this 
disability was impacting his life.

Nevertheless, the mother slowly revealed the finan-
cial burden that caring for her son demanded. It had 
made her an advocate; she had been in Washington 
to seek funding for new services for the blind. One 
of the most revealing stories she shared was about a 
medical bill she received for more than $100,000 for 
her son’s care.

Huge bills like that can be accurate, but I also 
know that such a large balance often reflects a claim 
error. Financial assistance was not going to help her 
enough, and she needed to continue to take her child 
to the hospital for treatment. She had commercial 
insurance, but her share of the cost was going to 
bankrupt her family.

The mother said she spent hours negotiating with 
her insurer, speaking with financial counselors and 
the billing office. I imagined how much energy that 
probably took and was not surprised that nobody she 
spoke to would or could help her. Amazingly, one day 
she happened upon the right person, who routed the 
claim to someone who examined it and contacted 
the coding department. As it turned out, the services 
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