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5 Revenue Metrics Your
Outpatient Therapy Practice 
Should Be Hitting ‘Out of the Park’
Is your practice revenue on a winning streak or striking out? 
Find out where you stand by calculating key metrics that matter to 
your financial health.

NET HEALTH REVENUE CYCLE SERVICES FOR THERAPY
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The secret sauce behind any successful therapy practice 
is really no secret at all. Aside from providing quality 
care that keeps your referrals flowing—it comes down 
to your operations. Specifically, your revenue cycle 
management (RCM) process. RCM encompasses all the 
administrative and clinical activities associated with 
revenue generation. In short, it’s your billing process—
from registration and claims submission to payment and 
collections. 

If your RCM is running smoothly, then you have the cash 
flow needed to pay staff and drive growth. If RCM is a 
problem—if your claims are being rejected or bills aren’t 
getting paid—then you’re going to run into serious 
issues that could threaten your viability as a business. 

How do you know if it’s time to revisit your RCM 
operation? Well, it’s all in the numbers! Here are five 
key metrics for determining whether your RCM is 
“hitting it out of the park” or in need of some expert 
support and coaching! 
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Metric #1: Denial Rate

This is the rate at which your claims are 
denied by payers. The lower the rate, 
the better your cash flow. If your denial 
rate is above 5%, then you’ll want to 
investigate the issue. You may be having 
problems with certain payers or your 
billing process. 

Keep in mind that payers have different 
rules for denying claims, which can be 
confusing for billing staff. An American 
Medical Association report revealed 
that there is wide variation in how often 
health insurers deny claims and their 
reasons for doing so.1 That’s why it’s 
important to understand your denial 
rate, so you can take control of payer 
relationships and identify issues and 
opportunities for training.

1 Payers and providers lose big with inefficient claims 
processing, FierceHealthcare, Mar. 23, 2016

Periodically check your denial 
rate. This will provide insight 
into changing factors that 
may affect payment, such 
as a new regulation or staff 
turnover. According to MGMA 
(Medical Group Management 
Association), the average cost 
to rework a denied claim is 
about $25, and more than 50% 
of denied claims are never 
reworked. That adds up to a lot 
of lost revenue, so it’s important 
to stay vigilant.2

2 You might be losing thousands of dollars per 
month in ‘unclean’ claims, MGMA

PROTIP

1

Total $ of denied 
claims over a 
period of time

÷ =
Total $ of claims 
submitted in 
that timeframe 

Denial
Rate

$$

https://www.fiercehealthcare.com/payer/payers-and-providers-lose-big-inefficient-claims-processing
https://www.fiercehealthcare.com/payer/payers-and-providers-lose-big-inefficient-claims-processing
https://www.mgma.com/resources/revenue-cycle/you-might-be-losing-thousands-of-dollars-per-month
https://www.mgma.com/resources/revenue-cycle/you-might-be-losing-thousands-of-dollars-per-month
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Metric #2: Clean Claim Rate

This is the percentage of claims that 
have passed scrubber edits from your 
clearinghouse provider and go to the 
payer without being rejected. The higher 
the number, the faster you’ll get paid. 
So, instead of waiting 60-90 days to get 
reimbursed by Medicare, you could get 
paid in as little as 20-30 days. 

This metric is all about quality control, 
and touches everyone in your practice—
front desk staff, therapists, billers. 
Anything below a 95% clean claim rate 
should prompt you to examine your data 
collection process. Are your therapists 
inputting the correct IDC-10 codes? 
Are front desk staff confirming patient 
eligibility? Something as simple as a 
spelling mistake on a patient’s name or 
incorrect insurance ID card number can 
lead to a rejection. 

Don’t wait to be notified that a 
claim was rejected. Check back 
within 24 hours of submitting 
your claim. This will give you 
a chance to catch any errors 
and refile immediately. You 
may also want to consider 
an outsourced RCM service. 
Experts who understand 
therapy billing can help pinpoint 
issues in your process and best 
practices to fix them.   

PROTIP

Remember, a clean claim does not mean 
that it will always be paid, but it does 
increase the likelihood. For example, a 
clearinghouse can’t determine eligibility 
for treatment and may accept a claim, 
even when the patient received a non-
covered service.

2

Total # of claims that 
pass all edits without 
being rejected 

÷ =
Total # of claims 
submitted in that  
same timeframe

Clean
Claim
Rate
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Metric #3: Days in A/R

Your days in accounts receivable or 
“days in A/R” tells you how many days 
on average it takes to get paid on a bill. A 
healthy therapy practice enjoys an A/R 
timeframe of between 30 and 45 days. 
The lower the number, the better off you 
are—since the longer a balance sits in 
A/R, the harder it is to collect.

One of the factors impacting this metric 
is your payer mix. This is the proportion 
of your patients on Medicaid, Medicare, 
Workers’ Compensation and private 
insurance. Each payer has different 
rules and regulations—and different 
timeframes for payment. Some may 
pay in as little as 30 days, while others 
average 60-90 days or longer. If not 

Understanding your unique 
payer mix will go a long way 
toward lowering your days 
in A/R. This will allow you to 
set realistic goals for each 
payer and manage staffing 
accordingly, including educating 
teams on payer-specific 
requirements, payer timelines 
and expectations for follow-up.

PROTIP

carefully managed, these variances can 
easily prolong payment and burden staff.

3
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Metric #4: Patient Cash 
Collections Rate

This rate determines the percentage 
of copays collected from patients. 
MGMA research has found that medical 
practices only collect 60% of patient 
copays, which account for about 20% of 
the revenue.3

That’s a lot of money being left on the 
table. If your practice isn’t seeing a 
rate of 90% or above, then it’s time to 
evaluate your front desk process. 

When copays aren’t processed at the 
time of service, you risk never getting 
paid. A McKinsey study found that 
waiting until after the visit to collect 
payment can result in rates as low as 
50% to 70% for insured patients and 
about 10% for self-pay patients.4

It’s not that patients are unwilling to pay 
for care. In fact, the same study found 

3 9 Ways Healthcare Providers Can Improve Co-Pay 
Collection, InformationWeek, Aug. 15, 2014
4 The next wave of change for US health care payments, 
McKinsey Quarterly, May 2010

Make it as easy for patients to 
submit a form of payment—credit 
cards, checks, cash, PayPal, etc.—
and provide an option to keep 
their credit card on file. Also, 
consider motivational tactics, 
such as giving out small prizes 
or a bonus. An MGMA poll found 
that over 85% of healthcare 
professionals don’t offer financial 
incentives to staff who collect 
copays. It’s a missed opportunity 
to improve your collection rate 
and reward staff for a job well 
done.5

5 Do you offer financial incentives to staff who 
collect patient copays? MGMA

PROTIP

that more than 90% of patients are 
willing to pay if their liabilities are less 
than $500. You should set a goal—and 
have a best practice in place—to collect 
100% of copays at the time of service. 

Total # of 
copays 
collected 
for a period 
of time

÷ =
Patient Cash 
Collections 
Rate

Total 
copays 
due in that 
timeframe

4

https://www.informationweek.com/healthcare/analytics/9-ways-healthcare-providers-can-improve-co-pay-collection/d/d-id/1298020
https://www.informationweek.com/healthcare/analytics/9-ways-healthcare-providers-can-improve-co-pay-collection/d/d-id/1298020
https://www.mckinsey.com/industries/healthcare-systems-and-services/our-insights/the-next-wave-of-change-for-us-health-care-payments
https://www.mgma.com/data/data-stories/do-you-offer-financial-incentives-to-staff-who-col
https://www.mgma.com/data/data-stories/do-you-offer-financial-incentives-to-staff-who-col
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Metric #5: 
Net Collections Rate

Finally, we have the net collections 
metric. This measures how much 
payment you’ve collected from the 
amount you’re allowed to receive based 
on your insurance contract. For example, 
if a bill is $100 and the “allowable” is $80, 
then you want to make sure you collect 
the entire $80.   

This metric provides a more accurate 
picture of your practice’s financial 
health and where you’re losing revenue, 
whether it’s from patients, insurers or 
billing errors. If the rate is high, then 
you’re doing a good job collecting your 
reimbursable dollars and filing claims in 
a timely manner. AAFP recommends an 
adjusted net collection rate of 95% at a 
minimum. 

The best way to boost this 
metric is to make sure that all 
the right iinformation—patient 
eligibility, authorizations, 
therapy codes, etc.—are 
accurate and complete when 
filing a claim. However, if your 
clean claim rate is high and your 
net collections are low, there 
may be other issues at play. 
Consider analyzing your net 
collections by payer to identify 
payer-specific issues, such as 
longer-than-expected payment 
timeframes. This will help you to 
uncover problems and put a plan 
in place to improve performance.

PROTIP

Total payments 
received for a 
period of time

÷ =
Net charges
(i.e. your allowables) 
in that timeframe

Net
Collections

5

$$ $$
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Taking time to understand your financial health is critical to 
the success of any business. While it may seem like a daunting 
task, especially for a busy therapy practice, the time you invest 
now will pay dividends later—in terms of higher revenue and 
cash flow. 

Hitting your RCM metrics “out of the park” requires a realistic 
understanding of your needs and billing expertise. Many 
practices have turned to outsourced RCM services to help 
evaluate their billing process and take their revenue cycle 
to the next level. When considering providers, make sure 
the RCM service has experienced therapy billing experts on 
staff who understand the unique regulatory, payer and billing 
requirements of outpatient therapy. They should be well 
equipped to handle every part of the billing cycle, so you can 
focus on patient care.   

Regardless of whether you outsource or go it alone, using these metrics to 
understand how your practice measures up will, ultimately, help you make 
smarter decisions for your business. 

To learn more about outsourced RCM services, read about    
Net Health RCM for Therapy.

https://1qblb015q58ipcln51ov1m9g-wpengine.netdna-ssl.com/wp-content/uploads/2020/04/BrochureNHTherapy-RCM-April2020.pdf

