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Addressing claims denials is an ever-present challenge for 

healthcare providers. When developing a denials 

management strategy, what is the best “big picture” advice 

you have for providers looking to improve processes?

Michael Smith: You need to think of both prevention and 

recovery of denials. Recovery is a quick fi x, but the need 

for recoveries will continue to occur if you’re not working 

to prevent them. Prevention of denials sometimes can be 

time consuming since it often takes operational enhance-

ments and technical enhancements, but I think in the long 

run it is worth more than recovery efforts. 

Kara Carpenter: I would defi nitely recommend imple-

menting a denials management system because it helps in 

monitoring your infl ows and outfl ows of the work along 

with appropriate allocation of resources. It also helps in 

denial reporting and working toward your goals of both 

denial prevention and recovery of lost dollars. Also, think 

about categorizing your denials into opportunity areas 

and move forward with denial reporting, at least on a 

monthly basis. 

 Establishing processes for information exchange 

among staff is important as well. You might want to 
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implement a denials task force and ensure that you have the 

major departments at the table to work through the issues. 

Communicate the denial data and fi ndings to your key 

stakeholders, as well as all levels of the organization that 

have an impact on denials, so they understand what the 

goal is and the position you are in today. You need to make 

sure the front end can review the denials so those staff 

members can see where the opportunity areas lie. And if 

you’re a larger system, I would highly recommend hiring a 

denials analyst for review due to the complexity of denials.

Determining which individuals to involve in denials 

management efforts is an important issue. What are your 

thoughts on effective ways to organize staff?

Michael Smith: We are seeing a turnaround in the way that 

hospitals throughout the country are dealing with denials 

management. Top performers are now taking denials 

follow-up functions away from the normal business offi ce 

group. Instead, they are recommending that hospitals set 

up denial units or, depending upon the size of the hospital, 

a mini-group of individuals who are responsible solely for 

the capture, tracking, trending, and prevention of denials. 
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Frank Gless: We’ve separated our denials management 

staff. These days, they actually report to the reimburse-

ment leadership at Spectrum Health. Before, when we had 

them under PFS, it was kind of like the fox guarding the 

henhouse. If you keep denials management within PFS, 

you will be likely to overlook some of the problems that are 

really created by errors in fi nancial services. For instance, if 

you have denials because you’re too late in billing the payer, 

a PFS director might not feel comfortable letting his boss 

know how many of those he has.

Michael Kan: Because process breakdowns can occur any-

where in the revenue cycle, it is important to get key stake-

holders to the table so they are invested in denials reduction 

efforts. One of the best ways to get people focused is to 

develop a denial reporting system that provides timely feed-

back on progress. Over the years, we have had great success 

in reducing and overturning denials by creating an inpatient 

denials committee that meets bi-weekly to review processes 

and includes, among others, representatives from admitting, 

patient accounting, medical records, and case management. 

On the outpatient side, we tend to create ad-hoc teams based 

on the payer and services involved and focus on a couple of 

high impact areas at a time.

How do you determine how many staff members to 

dedicate to denials management? 

Michael Smith: Scope of the project will have a signifi cant 

effect on the staff resources needed, so the fi rst thing you 

want to do is identify what payers you want to target. Per-

haps start with one of your HMO payers, possibly looking at 

inpatient only and then branching out to outpatient. We’ve 

got a 950-bed hospital in Florida that’s focusing chiefl y on 

inpatient managed care and HMO denials and they’ve got 

three folks. Then I’ve got a denial unit in New York City 

that’s looking at everything, and that hospital has seven. 

Frank Gless: For management of denials, we have a fairly 

small staff—seven total. We have a manager and a couple 

of senior staff, and the other four are techs. They are high-

level PFS-trained people.

Denials management requires an ongoing commitment 

from staff. What incentives do you use to keep staff 

motivated? 

Kara Carpenter: Within the business offi ce, we have a 

results-sharing program that is focused on yearly goals, 

such as A/R days and customer contact center average 

speed of answer. The business offi ce staff members receive 

the results-sharing incentive if the goals are met.

Michael Kan: We have an incentive compensation program 

that rewards staff for cash collections over and above the 

target. In many parts of the healthcare business, it’s hard 

to measure success. But in the patient accounting world, 

you really can measure cash, and that’s a very defi ned 

metric that the world is willing to reward if the targets 

are exceeded. 

Technology is another key piece of effective denials 

management. How does your staff use technology to 

tackle denials?

Michael Kan: At the end of the day, the key to successful 

denial management is having the right reporting tools to 

point you to the root cause for the denial. For the person 

who has to work the denial, technology that can segregate 

the claims is essential. It’s also important to use technol-

ogy that provides staff with the necessary information at 

their fi nger tips to determine whether a claim is able to be 

appealed. Also, we provide them with data elements and 

canned appeal letters to make their jobs easier. That’s the 

key to getting through the volume. 

Frank Gless: Technology has a role throughout the entire 

revenue cycle with respect to denials management. That 

starts on the front end with scheduling and registration, 

insurance verifi cation, and those areas. At the back end, 

my organization is involved in installing a computer sys-

tem that’s a bolt-on to our billing system. It will allow us to 

receive electronic remittance information from the insur-

ance company, and we will be able to prepare reports based 

on those electronic data that show what claims were denied 

and the reasons they were denied. Currently, we are using a 

Microsoft Access database, so this is going to make us a 

whole lot more effective.
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Kara Carpenter: Technology has been a signifi cant factor 

in our success with both a `bolt on’ denials management 

system as well as our current transition to an electronic 

medical record system that includes denials management. 

In addition to tracking the infl ow of denials, our denials 

management system allows us to do signifi cant denial 

reporting to better understand payer issues, system issues, 

and process issues. The system lets us sort by a number of 

different fi elds, such as timely fi ling indicator, date of ser-

vice, dollar, and payer. The system gives us the ability to 

fi lter or sort the work queue in a number of different ways 

to make the processes much more effi cient in the business 

offi ce as well as medical records and other departments at 

each facility.

What tips do you have about staffi ng and management 

strategies to reduce denials?

Michael Smith: I’ve found it’s particularly helpful if people 

who work in a denials management unit have a combina-

tion of fi nancial and clinical backgrounds. At one of our 

client hospitals, the denial unit is headed by an RN with a 

fi nancial background. And we’ve got people in that unit 

from the business offi ce and case management. Having 

individuals on hand with such varied backgrounds aids 

communications with payers regarding inpatient clinical 

denials—which tend to have signifi cant revenue impact—

since they have a solid understanding of relevant clinical-

related language and process. 

 Having the right level of experience is also key. Pretty 

often, you’ll see that the people working denials have a lit-

tle bit more tenure, have a little bit more knowledge of how 

the payers work, a little more knowledge of the actual con-

tracts that the payer and the provider have agreed upon. 

It’s not your basic fi rst year follow-up person. 

Kara Carpenter: I think another important issue in regard 

to managing staff is having a process in place to support 

effective collaboration. We have a denials task force that 

includes the business offi ce director responsible for denials 

and follow-up, billing manager, follow-up/denials man-

ager, admitting manager—who represents all 11 sites, the 

payer relations contract manager, our denials analyst, the 

revenue cycle managers for patient access and for coding, 

the chargemaster director, and myself. The task force over-

sees action plans for specifi c types of denials. The plans 

identify the root cause for a group of denials and action 

steps to address the problem.

How do you keep patient access staff informed about the 

changes payers implement?

Kara Carpenter: We have a number of initiatives in place. 

It’s not just about informing the business offi ce staff; 

admitting/registration areas need to understand what kind 

of changes and payer requirements are happening, as well 

as other areas. We have a payer plan code committee, and 

any new player plan code requested is approved by the 

committee. And then, those changes are communicated 

out to make sure everyone is aware of the new plan code 

and the requirements. 

 We also meet with payer relations consistently to 

keep apprised of the changes, which has been helpful. Payer 

newsletters discussing changes that are coming from the 

payers are distributed to all the staff. Usually, we receive a 

monthly or quarterly newsletter from payer relations or the 

payers themselves via email. The contracts also are available 

on our network for some staff to view them. We also have 

a representative from payer relations on the denials task 

force who also attends monthly or quarterly revenue review 

meetings with the sites. And at staff meetings, managers 

and supervisors share payer requirements and updates. 

Michael Kan: We actually have a dedicated payer opera-

tions unit, a professional group whose job it is to keep up 

with what the payers are doing. We have monthly work 

group meetings with our large payers, so we are in a posi-

tion to get some early warning on some changes. Our payer 

operations staff members monitor the payer websites and 

they communicate that information out to all the key 

stakeholders. 
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Frank Gless: We’re on several listservs with our payers, and 

as updates come out, we have a group that prepares docu-

ments and sends them out to let everybody know what the 

changes are. Those staff members interpret the new infor-

mation and fi gure out how it’s going to affect us, and then 

send out an e-mail to all the people who need to know. 

With patients taking on a greater portion of payment 

responsibility these days, the need for front-line staff to 

verify benefi t structure and provide appropriate fi nancial 

counseling upfront is increasing. In what ways are your 

hiring and training efforts taking into account this trend?

Kara Carpenter: Keeping pace has defi nitely been a chal-

lenge to us as the self-pay population increases. Right now, 

we are rolling out a patient access accountability model 

that allocates more staff to address those issues. It also 

combines insurance verifi cation and preregistration to 

implement a more streamlined process for the patient. 

 Allina faces the challenge that many hospitals have 

regarding the job grade for those positions. The job descrip-

tion has been rewritten to better outline the responsibilities. 

Frank Gless: It hasn’t been as dramatic a change as we 

thought, but the number of patients who have high deduct-

ibles is growing. We try to catch them at the front end, so 

our fi nancial counselors are receiving a greater volume of 

cases in which they have to ask the patient for money.

How do you measure the success of your denials 

management initiatives?

Michael Smith: I think it’s important to decide what 

benchmarks you want to meet. For example, you might set 

the goal of reducing the overall denial rate—not by insur-

ance plan, but the overall denial rate as a percent of gross 

revenue—to less than or equal to 4 percent. You might 

work for clinical denials less than or equal to 5 percent and 

technical denials as a percent of gross revenue less than or 

equal to 3 percent. Those are very aggressive numbers—

and depending upon your payer mix, sometimes it’s hard 

to get there.

Frank Gless: We couldn’t compare performance with 

benchmark numbers before we started our current process 

because we weren’t formally reporting the denials in the 

same fashion we are now. But we are confi dent that there 

have been major improvements—20 percent to 30 percent 

improvement in the denials—and we have a game plan for 

fi xing a whole lot more.

Kara Carpenter: About fi ve years ago, we started a revenue 

cycle improvement project—a process redesign project with 

technology implementation around the denials manage-

ment piece—to get a better handle on our cash fl ows and 

reduce accounts receivable days. At that time, we were at 

about 25 percent denials of claims submitted and 90 days 

of gross accounts receivable. The redesign project resulted 

in signifi cant improvements. We’re now at approximately 

44 gross accounts receivable days, and on our denials, we’re 

at approximately 9 percent to 10 percent. The benchmark is 

4 percent to 5 percent, and that is our goal.

Is denials management an activity that can be “fi xed” 

once and for all? Or is it a moving target?

Michael Kan: It’s a constantly evolving process. For exam-

ple, we were making a lot of progress on preauthorization 

denials and that was a tremendous administrative saving 

on both sides. But now, we run into the whole radiology 

preauthorization issue, and it’s just ripe for the opportu-

nity for claims to fall through the cracks and be denied. So 

we need to build new processes around those. 

 It’s a constant give-and-take if the payers try to do 

their job and manage utilization in an intelligent way. But 

since there is no simple way to do this, it just creates opera-

tional complexity and that keeps us busy.

Siemens Medical Solutions is known for bringing together innovative medical technologies, healthcare information systems, 

management consulting, and support services, to help customers achieve tangible, sustainable, clinical and fi nancial outcomes. 

The company is headquartered in Malvern, Pa., and is one of the largest suppliers to the healthcare industry in the world.
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