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A typical practice includes physicians, 
medical assistants, nurses or nurse 
practitioners, x-ray technicians, physician 
assistants, and others. However, 
nonmedical staff members and external 
support providers play integral roles in 
many practices’ operations. They can make 
all the difference in quality of care and 
profitability. Here are a few examples:

Office manager. This person is, arguably, 
the most important nonmedical staff 
member. A good office manager should 
handle many, if not most, administrative 
and supervisory tasks. This frees up the 
physicians to do what only they can do 
— practice medicine. Ensure your office 
manager is subject to regular performance 
reviews, including 360-degree staff 
feedback, so you can objectively assess 
whether he or she is getting the job done. 

Information technology (IT) specialist. 
Often, the office manager (or the physician 
in a very small practice) is the person who 
handles any IT issues. However, sometimes 
serious expertise is required. If you don’t 
have a dedicated IT employee, consider 
engaging an IT consultant to handle any 
sudden or recurring IT issues.

Insurance agent. An agent who understands 
your practice (and you, personally) can 
help you find the right coverage at the right 
price. He or she should also understand 
the risks and issues associated with health 
care in your specific area, ideally providing 
immediate and personalized answers to 
your questions.

Marketing director or manager. Marketing 
is an important component of any successful 
medical practice. If you have a large practice 
with multiple physicians or even several 
locations, you should strongly consider 
hiring a marketing-focused employee or 
engage an outside firm that specializes in 
health care providers. However, for many 
smaller, one- or two-person practices, the 
cost of a full-time marketing staffer or 
marketing firm isn’t feasible. Nonetheless, 
you still need someone to develop internal 
and external promotional and marketing 
activities, coordinate campaigns, and 
conduct analysis and follow-up. 

Health law attorney. Medical law is 
complex and constantly changing. It also 
varies from state to state. Having a reliable 
relationship with a health law attorney 
can help you set up compliant practices, 
minimize risks and resolve legal problems 
if they do occur.

Billing specialist. Some physicians prefer to 
keep billing in-house. However, engaging a 
third-party provider to handle billing may 
be wise because health care insurance has 
complex and everchanging administrative 
and regulatory compliance requirements. 
Keeping up with the rules and regulations 
can be a full-time job, and not every 
physician practice is able to hire or retain 
someone able to do it.
 



The COVID-19 pandemic negatively affected many physicians’ practices over the past few years. As medical practices begin to fully 
rebound, this is an especially good time to evaluate your financial strategies to determine what’s still working and what needs to 
be improved. 

Is there room for improvement?
Here are five steps you can take to improve profitability going forward:

1. Collect and analyze benchmarks. To understand how your practice is doing, you have to have some metrics to provide 
objective financial performance measures. Anything can be measured, but key financial benchmarks include accounts 
receivable (A/R), days in A/R, claim-rejection rate and denial rate. 

2. Ensure you and your staff understand payer contracts. Each contract is 
unique in terms of prior authorizations, medical necessity, filing timelines 
and other details. Physicians and staff need to understand what’s in these 
contracts. In addition, it’s important to review and, if necessary, renegotiate 
payment rates. Also, confirm that the payments you receive are at the rates 
negotiated in your contracts. Sometimes practices are accidentally underpaid. 

3. Communicate payment expectations to patients. Patients must understand 
what they’re going to be required to pay when they arrive at your office. Your 
staff needs to know this and communicate it early in the visit. 
 
If the patient can’t pay, the practice needs policies on how they can pay. 
This can be an uncomfortable topic for staff, but it’s essential. You may also 
consider customizing how you communicate with patients — whether by 
phone, text, portal or app. Customizing patient communication is generally 
viewed as a significant way to improve compliance with billing and payment.  
 
In addition, payment via your patient portal can significantly simplify and speed payments. Keep in mind that transparency 
about these matters is important for staff involved in collecting money from patients. Understanding patients’ eligibility and 
benefits is empowering and provides staff members with the right tools to do their jobs. 

4. Create a positive culture. Understand what your practice’s mission is and, from the top down, create a culture that 
reinforces that mission. Everyone in the practice needs to understand and buy into what that mission is so that this sense of 
purpose gets transmitted to patients.  
 
To help generate a positive culture, begin with behavior modeling — in other words, it all starts at the top. Staff will follow 
the physicians’ examples. In addition, open and transparent communication about methodology and taking steps to increase 
employee engagement in their jobs are helpful. But empowerment doesn’t just happen. Staff needs opportunities for 
training and continuing education. They also need room to take initiative and receive constructive feedback. 

5. Don’t “manage neglect.” Sometimes physicians operate under a belief that if they only see more patients, profits will go up. 
This is true, but only up to a point. One problem with this strategy is that it actively courts burnout. 
 
In addition, an increase in the number of patients seen per day may lead to a decrease in the quality of care. Are you 
managing patients or treating them? And, if you are treating them, are you focused on only a small segment of each 
patient’s pathology, or are you treating the whole person? You may be falling short of optimal care, happier patients — and 
even making more money — by managing neglect

What is success?
A successful physician practice both excels at treating patients and operates as a profitable business. By better handling the 
business side, and by leveraging profit-building approaches such as monitoring metrics, analyzing contracts and not leaving money 
on the table, you’ll be better able to offer high-quality patient care in an effective, satisfied workplace with a strong bottom line.
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Is Outsourcing Right For Your Medical Practice?

In a rapidly changing healthcare climate, it pays to put all options 
on the table when considering improvements to your practice. 
Some of the ways you’ve traditionally done business may be 
holding you back. Perhaps it’s time to consider outsourcing 
some activities to ensure your practice continues to thrive.

A cost-benefit analysis comes first
To be clear, you shouldn’t make any outsourcing decision willy-
nilly. Perform a careful cost-benefit analysis.

For some tasks, the direct cost of outsourcing will be 
clearly less than that of performing the task in-house. 
But, for other tasks, the direct cost may be close to — or 
even exceed — that of performing the activity in-house. 
The question then is whether outsourcing those tasks will 
improve results that positively affect the practice’s bottom 
line, reduce indirect costs or provide other valuable benefits.  

An effective outside billing service or professional management 
firm may help increase the practice’s cash receipts and reduce 
its accounts receivable. Revenue that your practice generates 
from more effective billing and follow-up may easily exceed the 
incremental direct cost increase of an outside billing service.  

In other situations, factors such as tax consequences, savings in 
capital expenditures or other financial trade-offs may make a 
significant difference. For instance, the cost of an outside billing 
service may be expensed on your practice’s income statement, 
but the cost of a computerized billing system acquisition is 
generally a capital expense that the practice may have to 
depreciate over an extended period. 

Interest and commitment matter
Regardless of the task your practice is considering outsourcing, 
there are several factors that will help you determine the initial 
feasibility. First, look at the size of your practice and the level of 
internal expertise that’s needed to perform the task. 

Second, consider your physicians’ interest and commitment 
to participating in management decisions and oversight of 
the task. And third, explore the availability of expert external 
sources that can perform the task well and at a competitive 
rate. Make sure you weigh all three of these factors in relation 
to your practice. 

Streamlining for better service
Outsourcing offers several primary benefits: improved 

results from a provider specializing in a particular activity, 
a potential for reduced costs, and the elimination of 
responsibilities and hassles for physicians and administrators. 

Two tasks that can usually be outsourced so smoothly that 
it’s virtually seamless are payroll and billing. Most medical 
practices outsource these functions and agree that doing so 
is cost effective. However, don’t forget that the practice is still 
responsible for reporting and paying payroll taxes, so choose a 
provider carefully.

Many other functions can be outsourced, depending on the 
practice’s specialty. For example, hospital-based specialists, such 
as radiologists and pathologists, frequently outsource office 
and administrative functions. Hospital-based groups often need 
only limited staff, which makes outsourcing attractive because 
it eliminates personnel administration. 

In addition, outsourcing office functions can eliminate dealing 
with retirement plan contributions, health insurance, paid 
leave and other fringe benefits for employees. In practices 
composed mostly of physicians, these can be expensive under 
today’s requirements for parity in contribution rates between 
physicians and employees. 

Diagnostics and testing
Outsourcing doesn’t necessarily have to be limited to 
administrative tasks. Specialty group practices performing 
diagnostic and therapeutic services may outsource not only 
the administrative responsibility and equipment maintenance, 
but also the technical component of those services. Niche 
companies that specialize in these areas can provide well-
trained personnel. 

A cardiology group may, for instance, choose to outsource 
its cardiac stress tests. This type of outsourcing can provide 
expansion opportunities — often without the risk, capital 
expense and lead time required to develop comparable in-
house capabilities.

Less is more
When your staff is burdened with extraneous or administrative 
tasks, it’s easy to get bogged down and lose your practice’s 
competitive edge. Consider outsourcing specific activities to 
help your practice navigate today’s rough waters and come out 
ahead. 
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The general information in this publication is not intended to 
be nor should it be treated as tax, legal, or accounting advice.  
Additional issues could exist that would affect the tax treatment 
of a specific transaction and, therefore, taxpayers should 
seek advice from an independent tax advisor based on their  
particular circumstances before acting on any information  
presented therein. This information is not intended to be nor can it 
be used by any taxpayer for the purpose of avoiding tax penalties.

According to a July 2021 update by McKinsey & Company, telehealth 
surged in the United States to a peak in April 2020 of about 78 times 
higher than before the pandemic. It then dropped, stabilizing at about 
13% to 17% across all specialties — which is about 38 times higher 
than pre-pandemic.

It’s likely that telemedicine will be a continuing presence in health care. 
Although it has many positive aspects, there are two primary areas of 
risk associated with telemedicine: medical errors and cybersecurity.

Medical errors
According to insurance data, misdiagnosis has been the leading source 
of telehealth medical malpractice claims. About 25% of such claims 
are related to cancer, and 20% to stroke.

Some conditions — such as heart disease, where fluid accumulation 
may be difficult to determine effectively — are more challenging to 
diagnose via telemedicine. Another example is a virtual dermatological 
exam. It can be accurate, but the equipment and software used needs 
to provide a clear image. 

It’s important to be aware that professional liability insurance may 
have specific coverage provisions related to virtual health visits. This 
would be a good time to have a qualified broker review your policy, 
including your technology errors & omissions (E&O) coverage.

One way to minimize error risk is to recommend the patient book an 
in-person visit if you think the images were unclear or the exam isn’t 

providing enough information. Another way to reduce error is to have 
another medical professional, such as a nurse or physician assistant, 
present during the telemedicine visit.

Cybersecurity
In 2020, cybercrime costs to individuals and businesses rose by 69%, 
with health care a major target, according to Health IT Security. And 
the problem appears to be increasing. The biggest area is ransomware, 
where a virus is introduced into the practice’s software and medical 
records, preventing access. The cybercriminals demand a ransom for 
a key that will unlock the encryption.

Cyberinsurance is important, but the best protection is good 
cybersecurity procedures. These include best practices such as 
antivirus software, firewalls and regular backups. Even better security 
measures include dual authentication, encryption and virtual private 
networks. It’s a good idea to contact a cybersecurity expert to 
evaluate your practice’s procedures and recommend protocols to fix 
weaknesses.

Also, physicians need to be aware of patient information custody and 
rules. In other words, who in the practice has access to the data and 
how it’s used? Train staff on how to minimize data security risks and 
identify when there has been a breach.

Take the right steps
Telemedicine appears to be here to stay. Take steps to minimize the 
risks involved to protect your patients and practice.
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