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Vendor Performance  
Is a Bigger Revenue Issue  
Than Many Hospitals Realize

The Hidden Danger in Neglecting  
Vendor Reconciliation

Vendor Relationships Built On Trust
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T HE  T R AN S PAR E N C Y  CO NNEC T I O N
The reconciliation process begins by identifying all unpaid invoices as of a 
certain date and then matching them to the hospital’s documents within 
their system. Those that don’t match are vendor errors that need to be 
addressed. If vendors are not held accountable for these types of errors, 
hospitals are needlessly leaving money on the table. 

Lack of transparency also makes proactive monitoring of the process 
and file exchange issues difficult, which then increases the likelihood of 
unresolved late discoveries and issues with noncompliance. Also, when 
errors go unresolved, they exponentially increase the impact on cash flow 
and revenues. Increasing transparency allows hospitals to proactively 
monitor and report activities all the way down to the account level.

Without full insight into vendor activity, blips in a hospital’s accounting 
system can cause payments to be misdirected, causing them to go to the 
wrong vendor. This can lead to duplicate payments, something hospitals 
cannot afford and which negatively impacts outsourcing ROI.  However, 
it is not always the hospital’s fault as vendors can have issues in their own 
systems, resulting in duplicate invoices. Regardless of where the duplication 
originated, it will be impossible to resolve and recover payments without 
transparency of the entire process. 

$30
BILLION
Annual spend 

on revenue 
cycle vendors

64%
Hospitals that report 

being dissatisfied 
or unsure about 
their vendors’ 
performance

VENDOR PERFORMANCE FACTS

36.1%
of accounts 

31-60 days are 
never worked

23%
of accounts 

past 121 days 
are not worked 

19%
of accounts 

with balances 
<$250 are 
not worked

NATIONAL AVERAGE EARLY-OUT 
VENDOR PERFORMANCES

The revenue cycle has grown increasingly complex with hospitals 
now challenged to do more with less—especially tricky in an age of 
value-based care and increased self-pay. It is a scenario playing out 
in hospitals and health systems across the country. Today, nearly $7.5 
billion of patient responsibility goes unpaid. To stay ahead, many are 
turning to self-pay vendors to help improve efficiencies and lower 
costs. While this can be a viable solution, it can also bring challenges 
of its own as hospitals struggle to achieve a full return on their 
outsourcing investment. Lack of transparency, lack of data, and simply 
a lack of time to manage those relationships are part of the problem.

According to Healthfuse, the industry’s first “at-risk” vendor 
performance management company, more than half of early-out, 
self-pay accounts are not compliant with best practices, SLAs, or 
government regulations. Healthfuse recently conducted in-depth 
research on vendor effectiveness, reviewing comprehensive data from 
more than two billion hospital accounts. This equated to 8.31 million 
unique guarantors, or roughly 3.4% of the entire adult population 
in the U.S.  The analysis, which spanned 91 facilities in 29 states, 
uncovered some surprising statistics.

How is it possible that such underperformance can be so rampant? It is not surprising when you consider that most hospitals cannot 
accurately perform vendor reconciliation. Most have to depend on the vendors’ own analysis, which is often inaccurate. On top of 
inaccureate analysis, each vendor has its method for measuring performance, making it difficult for hospitals to identify enterprise-
wide ROI on their outsourcing dollars.

50.7% of early-out vendors 
are not compliant with 
best practices, SLAs, or 

government regulations.
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SU CC E S S  S TO R Y
Southeast Hospital, managed by 
SoutheastHEALTH, and a member of 
the TPC network, is a not-for-profit 
community hospital serving over 
600,000 people in 22 counties in 
Southeast Missouri and Southern 
Illinois. SoutheastHEALTH’s extensive 
care network includes 50 locations in 
ten communities and more than 30 
specialty care clinics.

As the largest provider for community healthcare in the region, 
Southeast Hospital partnered with several community-based 
collections vendors, including early out self-pay, bad debt and A/R 
Follow-up. Their new Director of Revenue believed they were not 
achieving the maximum return on those partnerships, especially 
with the early out self-pay outsourcers. An initial audit conducted 
by Healthfuse revealed that current self-pay outsourcers were only 
working 40% of their assigned inventory. They were not performing to 
current industry best practices or workflow standards. Also, numerous 
patient accounts were found stuck in a black hole that never 
appropriately made it to bad debt vendors. 

Southeast Health’s revenue cycle team aimed to increase cash flow, 
reduce cost, and improve the overall performance of its revenue 
cycle vendors. They partnered with Healthfuse to build and operate 
its Revenue Cycle Management Office (VMO). Using AutoAudit, 

a proprietary, rules-based auditing tool, Healthfuse quickly 
discovered and flagged critical self-pay issues such as cash 
recovery practices that were not being followed and invoicing 
processes that made it difficult to certify accuracy. With a keen 
understanding of the Cape Girardeau community and culture, 
Healthfuse used its Vendor Source Knowledge Base to identify 
and implement a new high-performing early out self-pay vendor 
with competitive rates, expertise in patient billing education, 

H O LD IN G  V E ND O R S  ACCO UN TABLE
At the heart of vendor reconciliation is the need to hold vendors 
accountable—even when the vendor has been employed for many 
years. While most hospitals say they have a method for monitoring 
vendor performance, the majority of them do not audit 100% of their 
outsourced accounts. Instead, they rely on just a sub-set of accounts. 
However, this only uncovers a sub-set of issues. To get an accurate 
picture of vendor performance and compliance, hospitals need the 
ability to audit 100% of accounts. This provides more precise and 
actionable insights.

Volume discounts are an area where accountability is critically 
important. It can be challenging to choose a self-pay vendor, so many 
hospitals go by volume discounts. While this is not necessarily a bad 
approach, it becomes totally irrelevant if hospitals cannot monitor 
whether those discounts are being appropriately applied. This is why 
vendor reconciliation is so essential. Without it, hospitals may be 
unknowingly—and unnecessarily—damaging margins. Although this 
type of noncompliance may be a tactic of unscrupulous vendors, it can 
also happen with long-time trusted vendors.

Bottom line: Hospitals need to know which payments have been 
made but that the vendor has not yet received, and whether the 
appropriate discounts have been processed. They also need to be 
able to identify returns that have not been credited at the time.
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S O URC E S
1 https://www.pymnts.com/healthcare/2019/hospital-payment-plans-medical-debt/

and a patient payments portal, reducing the need to source another 
vendor.  Healthfuse also performed invoice certification and inventory 
reconciliation across all vendors to ensure accounts were worked 
appropriately, and erroneous and duplicate charges eliminated. 

Healthfuse was able to find and resolve both current and past vendor 
issues, helping Southeast Hospital develop and maintain results-
focused vendor relationships and deliver a better patient self-pay 
experience. Today, Healthfuse provides ongoing, single-source vendor 
performance and accountability with real-time analytics to ensure 
controls remain in place. 

AC HIE V IN G  O P T I M I Z IN G  V E ND O R  R O I
In a time of increasing downward pressure on revenue, hospitals 
cannot afford to overpay vendors or to forfeit collections dollars 
they’re owed. Vendor reconciliation is the answer and is the ultimate 
determinant of a successful outsourcing program. Without it, hospitals 
are looking the other way and trusting that vendors are achieving 
what they’ve been contracted to produce. This type of self-imposed 
blindness makes it impossible to reconcile statements to their own 
system and close the loop on outsourced accounts.

Healthfuse, the nation’s first “at-risk” vendor performance management 
company, uses its AutoRecon solution to monitor occurrences of 
imbalance or file transfer errors to ensure 100% of accounts placed with 
outsourcers were received and processed appropriately. 

Hospitals that have partnered with Healthfuse have achieved: 

• Enhanced compliance by 50%
• Increased patient satisfaction by 50%
• Reduced costs by 10–20%
• Improved collections by 20–30%
• Increased margins by 14%

In just ten months, Healthfuse helped Southeast  
Hospital achieve:

• $109K in total cost savings from contract 
negotiations and invoice recoveries 

• $3.04M in net collections improvement 

• Reduction in monthly baseline cost-to-collect from 
7.3% to 6.5% 

• 73% average increase in self-pay process compliance

When vendors are performing at 
optimal performance, hospitals 
achieve a better return on their 

outsourcing investment.


