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I.  Introduction
According to several industry studies there are approximately 2.5B healthcare claims processed annually.  Of this total number, 60% require some form of manual intervention.  Average cost per manual touch is $20 and average cost to re-bill a claim is $25.   
Delivering quality results in a timely manner is just one of the components of operating a successful laboratory outreach service.   A focus on business operations is also critical.  Labs need to know what it costs to run a test, what it costs to bill and collect for services and how profitable is their operation.   Being able to track and manage key indicators such as Days Sales Outstanding, percent of re-bills, accounts receivable aging distribution, and percent of bad-debt expense can have a significant impact on profitability.   Producing a clean claim the first time is another essential component.    
Managing the creation, collection and entry of requisition demographics and orders is a workflow bottleneck in many laboratories.   Being able to obtain either an electronic order directly from a client’s office,  or receiving a paper requisition that is electronically readable can optimize this operation.   Managing requisition error rates can directly impact turn-around time, staffing and reduce denials.
Many hospital based laboratories utilize their hospital’s financial office to perform the 
billing and collection functions for their outreach program.   In many cases, the hospital will automatically write-off an overdue claim for a lab test because the amount is so small compared to other bills that are being generated.  This can cause laboratory revenues to become significantly decreased.   As a result, some laboratories are now looking for solutions which will enable them to control their own billing operations.  Laboratories who already operate their own business offices are also looking for solutions to help them reduce staffing and improve productivity of the current operation.  
Laboratories who outsource their billing operations to a third party service may be looking for ways to reduce their cost of billing and improve their net profits. Producing clean claims up front may reduce the reliance on 3rd party services and enable the lab to move that function in-house at a lower total cost.  Taking control of billing operations also lets the laboratory manage all interactions with their clients.

To better manage a laboratory as a business, it must capitalize on workflow improvements and billing efficiencies.   But, it must also be able to determine profitability by client – both before the client has been contracted and after.  The TELCOR Laboratory Outreach Information System was designed to specifically assist in optimizing and managing the operations of a laboratory’s business office functions.  This paper is based on a review of the TELCOR products coupled with interviews from users of the product. 

II.  The TELCOR Approach to Laboratory Business Office Operations
If a laboratory is to improve its Days Sales Outstanding (DSO), cash flow and accounts receivable, it needs to move the process from working on denials on the back-end to producing clean claims at the front-end before they are billed.

o Process change

TELCOR’s approach includes the ability to generate clean requisitions at the point of service in the physician’s office.  The Quick-Req product provides the ability to create either a paper or electronic requisition.  The advantage is that patient demographic and insurance data can be captured at the source, creating a complete and compliant document.   It also can provide a means to assist an outreach client in meeting Medicare and HIPAA requirements.   Electronic transfer of demographic and order data eliminates the need for requisition entry in the lab.  For those clients who opt to submit a paper requisition form, a two-dimensional barcode can be printed that includes all of the demographic and order data,  reducing manual data entry.  At the same time proper labels can be produced and specimens labeled at the source, eliminating the need to recollect specimens that were not properly identified.  
At one laboratory, before the implementation of the TELCOR system, 35% of their requisitions had missing or inaccurate data, while after nine months of operation  it had been reduced to 10%.   
It is important that the laboratory take the time to plan for and adequately train their staff on any workflow changes that need to be made when migrating from a process that is oriented to front-end rather than back-end processes.   If this is not done, one might see initial extended collection times for claims because personnel were not adequately prepared for operational changes.
o   Pricing

Before a claim or bill is submitted it needs to be priced correctly.   The TELCOR application allows the laboratory to create and manage client-specific pricing structures.    Special procedure pricing also needs to be easily maintainable.   Expected revenue for each test, by payor, can be maintained, so that accounts receivables are not inflated.   Creation of professional looking client fee schedules can also assist in improving client satisfaction.   Re-pricing from one financial class to another can be a time consuming process with billing systems that are not specifically designed to process client pay bills.  To change payment responsibility, re-price and automatically create appropriate reversals is a simple one step operation with the TELCOR product.   
o Claims processing
As part of an automated claims processing solution, the TELCOR billing application incorporates extensive rules that include NCD / LMRP and CCI as well as other payor specific edits.   Performing comprehensive validation can produce a clean claim the first time, eliminating denials and improving cash flows.  Integrated tools enable the billing clerk to automatically fax or Email a provider to resolve missing or inaccurate data.   Reporting on clients that have the highest error rates can allow client services to concentrate on identifying and correcting the reasons for the errors.  

Electronic or hard copy submission of UB-92 and CMS 1500 forms directly to payors or through clearinghouses is accommodated.    One laboratory has seen a 90% reduction in paper and is collecting payments 70-80% faster since using the TELCOR system.    Prior to implementation, the same laboratory had a 40% re-bill rate and 50% of their staff was dedicated to working denials.    Their re-bill rate is now below 7% and less than 10% of staff works denials.  This dramatic shift in workflow has enabled that laboratory to increase their volumes by 30% without adding any staff.   With their prior system, there was a 1:1 ratio of volume to staffing increases.    

o Payment processing and collections
Through use of electronic remittance processing, manual entry of payor payments can be eliminated.   This step also automates the processing of secondary payor or guarantor billing.   Payment plans with automatic collection letters specific to each payment plan can also reduce manual efforts.   Interfacing to third party collection agencies and statement/collection letter mailing services can also be a productivity improver.    Even with manual entry of remittances,  streamlined processes for denial management, refunds, payments and adjustments can be a factor in reducing DSO.   A 25-30% reduction in DSO is not uncommon when utilizing all of the capabilities of a billing information system specifically designed for outreach laboratory operations. This can only be attained quickly if attention is placed on prioritizing older claims that may not have been converted to a new system, otherwise accounts receivables may grow.    Even without proper attention to older accounts receivable, one laboratory using the TELCOR system was still able to improve their cash flow by 20%.
o Profitability
The ability to look at a laboratory’s operation through many different views, with many levels of granularity,  is an important method of managing a laboratory’s business.   Management reports that provide the ability to track collection ratios, profitability by client/payor, by courier route and other laboratory defined parameters is paramount. The TELCOR Profitability and Compliance application enables the laboratory to maintain both fixed and variable costs per test.   Profitability can then be tracked by total laboratory, client, department, test and payor.   According to one TELCOR client, ‘The system has given us the ability to measure which clients are out of bounds on expected profitability and then go work with that client to determine why”.  
The application also helps to track revenue by region, territory and sales representative.    The ability to easily perform queries into the database, such as what clients are only sending Medicare patients to a lab while their other patients are going to a competitor or which facilities are only sending a lab specific tests which are low margin has become an imperative functionality.  The ability to create trend analysis to compare client activity to prior periods that can be used to spot problem areas early is also an important component for effectively managing the revenue cycle.   The TELCOR application includes all of these capabilities.
Being able to model the expected profitability of new client, adding a new test in the lab, or determining the effect of price increases are other tools that are included in the application.   Extraction of data to create customized daily, weekly and monthly key indicator tracking reports is easily done with a simple export to Excel or other third party products.   The CEO of one TELCOR client said  “One-click access to Excel is a major product differentiator”.
o Payor management
Reporting tools that can produce reports to measure denial rates by payer and help track those denials to their source - registration, coding, the billing office, or the payer can help in better managing the business operations.   Maintaining payor specific eligibility edits and other rules can consume significant resources.  TELCOR provides rules updates as a part of their maintenance service for the Quick-Req product and easy to use File Imports as part of the billing application.   When working with capitated  and managed care contracts, modeling potential utilization to determine a bid and then tracking against expected performance is imperative if a lab expects to be competitive and profitable.  Tracking expected versus actual reimbursement by payor can help uncover potential payor errors that can improve the bottom line.   
o Implementation
Implementation of an Outreach Information System is a complex process.  In order to gain the benefits,  proper planning up-front is imperative.  A detailed project plan, with milestones, expectations and resource requirements should be agreed upon before starting on any implementation.   The vendor should provide implementation personnel who are knowledgeable in the operation of an outreach business.   Implementing recommended workflow re-design and re-training of staff are imperative to success.   Designing processes that capitalize on system benefits while ensuring all staff are trained, and are indeed utilizing the processes, will reduce the negative impacts of implementing a new system and ensure that full benefit of the system is obtained.  Additionally, on-going review of system processes coupled with process improvements and training will allow an outreach operation to maximize their system investment.
TELCOR can not only deliver the application, but can include consulting services to maximize the benefits of the system.  They also provide system process reviews as part of their services.
III.  Summary
Interviews and surveys of TELCOR users resulted in a common theme that they felt the product lived up to its expectations, they would buy it again and they would recommend it to others.   It is evident that the application delivers more information about the laboratory’s business to enable it to focus on specific processes, clients, tests and payors to improve profitability and compliance.    It was also clear that attention to the change that results in moving from a business office that concentrates on working denials to producing initial clean claims is imperative in gaining the most benefits from the new system.
An Outreach Information System needs to do more than produce a bill and collect.  It must include functionality to aid the laboratory to operate as a successful business.   This includes personalizing and customizing services to their clients and tracking profitability not just revenue.   The TELCOR system delivers these capabilities and more.

The proven benefits that can be derived by implementing the TELCOR system include:

o Reducing DSO


o Increasing cash flow


o Re-distributing aged accounts receivable 


o Reducing denials and re-bills


o Decreasing billing office operating costs

 
o Improving collection process


o Enhancing compliance and quality assurance


o Managing profitability


o Strengthening client satisfaction 
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