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egular readers of The ARM Insider may have noticed

a headline recendy assessing the market for healthcare

collections: "Hospitals Working To Ease Collection PoIi-

cies." Since this atticle was based in part on teseatch con-

ducted here at Kaulkin Ginsberg, I'm writing a few ampli-

fications and clarifications.

It is true that healthcare providers and the teceivables management

companies that serve these creditots generally adopt a softer touch

than is qpically utilized in othet qpes of collections. Why?

For one, hospitals tend to be much mote community-centered than

other qpes of creditors, and it is mote important fot these companies

to have positive reputations in their local communities than, say, na-

tional credit card companies.

Also, healthcare providers frequendy experience reasonable recover-

ies from patients that are coveted by charity care and other govern-

ment assistance pfograms. These companies want to see these pa-

tients back in the future, and may be more willing to forego payments in full fot the sake of tepeat customers.

Finally, bad debt problems at many U.S. healthcare companies are encouraging patient account managers nationwide

to setde when possible, even if an account is not paid in firll. These ttadeoffs can be realistic and even profitable

from the petspective of the creditor.

Thus the quote drat the ptess has most ftequendy cited from our healthcate tesearch: "Companies that emphasrze

mote empathetic and patient-friendly collections processes, invest in collector-training programs and )ntegtatelegal

compliance efforts thoroughiy with collection operations turn tegulatory compliance into a competitive advantage

and are most likely to succeed in this market over time."

But -- stop the presses! -- healthcare collections is not all about hand holding and debt forgiveness. As we look at

the reasons why healthcare collections is unique, let's inciude some more equally relevant points that may deserve

even mofe of out attention.

Fitst, the size of the healthcare debt problem is huge. Our research suggests that healthcate providers set aside $1 29

billion every year to cover healthcare receivables. As healthcare providers strive to convert these allovrances into bad

debt, uncollectible receivables weigh mightily on theit profitability. And although hospitals do have a chadtable mts-

sion, these companies (at ieast the for-profit companies) are still in business to generate profits for shareholders.

Second, receivables management companies have a long history serving these clients by collecting debts in a respon-

sible manner, and building their own businesses in the process. In fact, healthcate is the second latgest sector of the

accounts teceivable management industty, behind credit card collections. rVe estimate that these companies generate

toughly 92.4 billion annually, strongly indicating that healthcare providers ate working with thek service providers

to confront the problem of bad debt.
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Third, the fragmented natures of both the healthcare and accounts

teceivable management industries suggest that relationships are struck

in a broad variety of ways between teceivables management compa-

nies clients and their heaithcate clients. The largest purchaset of bad

debt approaching the largest hospital chains and the smallest con-

tingency agency working for a local doctor's office do business quite

differently, but do so in equally impott^t ways in the eyes of their

clients.

So while it's true that healthcare collections is less likely to result in

garnished wages and liens on a patient's home, it remains an impor-

tant business function that takes place throughout the U.S. economy
- one that is frequendy misunderstood and the subiect of some in-

tetesting research.

Kaulkin Cin$erg't Healtbcare ARIVI Report, 2006 is auailableforptrcharc on

the pablicationt section of insida4RlUl.con.
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