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The Current Landscape: A Financial Tightrope

The healthcare industry continues to face significant financial
challenges. According to Kaufman Hall's annual National
Hospital Flash Report, the calendar year-to-date operating
margin index for hospitals saw a substantial increase from 2.7%
in December 2023 to 4.9% in January 2024. Following a slight
decline to 4.4% in February 2024, margins have since held
steady at just over 4% but still indicative of the ongoing financial
strain hospitals are under[1]. This narrow margin underscores
the critical importance of optimizing revenue cycle
management.

Moody's latest report on hospital financial performance paints a
challenging picture for the healthcare sector. Soaring labor
costs over the past four years have significantly impacted
margins and cash flow, creating a structural problem and credit
risk for hospitals. The median operating cash flow margin for
nonprofit hospitals has plummeted from 8.5% in 2019 to 5.3% in
2023, with salaries and benefits now comprising 53% of
expenses. Despite efforts to reduce temporary staffing and
improve efficiency, Moody's predicts operating margins will
remain below historical levels through 2025. While hospitals are
implementing various cost-cutting strategies, the persistent high
wage rates continue to pose substantial financial challenges for
the industry.[2]



The Perfect Storm:
Compounding Challenges
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Workforce shortages in the revenue cycle
rank as the third most significant stressor
for healthcare executives, affecting 31%
of respondents. Moreover, an
overwhelming 90% of leaders indicated
that these labor challenges in the revenue
cycle are having a detrimental impact on
their overall operations.[3]

This staffing crisis is multifaceted and its
impacts are far-reaching:

Skills Gap: According to a SHRM survey
of 2,366 HR professionals, candidates
with skills in data analysis and artificial
intelligence have become increasingly
challenging to find as the industry
evolves.[4] The increasing complexity and
rapid technological advancements in
healthcare reimbursement are creating a
critical situation for the industry. 

The Staffing Crisis: 
A Persistent Threat
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Burnout and Turnover: The RCM
workforce faces severe staffing
instability, with turnover rates soaring
between 11 and 40—nearly ten times the
national average of 3.8%. This constant
exodus of skilled staff undermines
healthcare providers' ability to operate
efficiently, as well as deliver quality
patient care.[5]

With labor costs consuming an estimated
56% of hospital operating revenue
(excluding temporary staff), rising patient
volumes are putting remaining staff at
risk due to burnout and safety concerns.
[7]

Training and Onboarding Challenges:
With high turnover rates, hospitals are
caught in a cycle of continuous hiring and
training. The collision of staffing
challenges and evolving reimbursement
models creates a critical vulnerability in
revenue cycle operations. According to
Experian Health's staffing survey, 69% of
healthcare leaders anticipate ongoing
staffing challenges ahead.[6]

As organizations transition to value-
based care models, the complexity of
claims and billing processes intensifies.
Without experienced staff to navigate
these intricate systems, providers risk
compromised revenue capture and
strained payer relationships.

Impact on Key Performance Indicators:
The talent shortage's impact on revenue
is staggering as 96% of healthcare
organizations report that insufficient
qualified staff directly damages their
financial performance.[5]

This staffing crisis creates a cascade of
challenges: institutional knowledge
evaporates as experienced staff depart,
while new hires face accelerated training
demands and unsustainable workloads.
Under this pressure, preventable claims
errors multiply, leading to increased
denials. The ripple effects touch every
aspect of the revenue cycle.

Remote Work Challenges: The shift to
remote work has expanded security
vulnerabilities beyond healthcare
organizations' control, requiring IT
teams to manage a complex mix of
home networks while training remote
staff on new security protocols—adding
another layer to existing staffing
challenges.

Technology Impact: The healthcare
revenue cycle is experiencing a
technological revolution that’s creating a
widening divide. While well-resourced
hospitals deploy sophisticated
automation and AI to enhance efficiency,
facilities with limited budgets struggle to
keep pace.

This gap is deepening amid staffing
shortages, as departing veterans take
institutional knowledge with them and
overwhelmed new hires face mounting
claims errors. While automation offers
solutions, it requires both significant
investment and specialized talent,
resources that many facilities simply
don’t have.
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To address these staffing challenges, forward-thinking hospitals are implementing
multifaceted strategies:

Investing in comprehensive training and development programs to upskill existing
staff

Partnering with specialized revenue cycle vendors that have skilled resources 

Implementing flexible work arrangements and competitive benefits packages to
attract and retain talent

Leveraging technology and automation to augment human capabilities and reduce
manual workload

Developing clear career progression paths to improve retention and job satisfaction

The staffing crisis in revenue cycle management is not just a short-term challenge but a
fundamental shift in the healthcare workforce landscape. 

Hospitals that proactively address these issues with innovative, employee-centric
strategies will be better positioned to navigate the complex reimbursement environment
and maintain financial health today and beyond.



The Technology Gap: 
A Widening Divide
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The adoption of AI in claims processing by payers has come under
scrutiny. 

What to Consider

AI-Driven Claims Adjudication

The technological divide between healthcare payers and providers continues to widen,
creating an increasingly uneven playing field in revenue cycle management. While major
insurance companies invest heavily in sophisticated automation and AI systems to
scrutinize claims, many healthcare providers struggle with outdated systems and limited
resources. Let’s dive deepr into the various aspects of this tech divide.
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Predictive analytics and machine learning are being used to
significantly reduce claim denials rates, which is a key focus for
improving revenue cycle management. This proactive approach gives
payers a significant advantage in managing the revenue cycle.

Predictive Analytics in Denials Management

According to a recent Market.US report, in the healthcare industry
RPA adoption stands at 10%, indicating a growing recognition of its
potential to streamline administrative and operational processes. [8]

Robotic Process Automation (RPA) in Routine
Tasks

AI technologies are reshaping healthcare, yet a clear gap exists
between providers and payers in AI strategy adoption. While
providers have improved from 5% in 2023 to 15% today, they lag
behind payers, where 25% have a defined AI strategy. Without
catching up, providers risk operational inefficiencies and losing
competitive edge, highlighting the urgency to accelerate AI
integration. [9]

Machine Learning in Fraud Detection



The implications of this technology gap are far-reaching:

Increased Denials Rates: According to the Optum 2024 Revenue Cycle Denials Index,
84% of denials are potentially avoidable, while 22% of these are not recoverable. [10]

Longer AR Cycles: Providers with less advanced technology stacks experience a
higher number days in A/R compared to those with cutting-edge systems.

Resource Allocation: Healthcare providers with less automated systems often need
more staff to handle the same volume of claims compared to those using advanced
automation. This reliance on additional personnel can impact efficiency and
productivity in managing revenue cycles.

Compliance Risks: Healthcare systems have become prime targets for hackers,
resulting in 725 data breaches in 2023 due to the valuable nature of medical data on
the black market. [11]

To bridge this widening technology gap, forward-thinking providers are taking several
strategic actions:

Prioritizing investment in AI and machine learning technologies for claims processing
and denials prevention—whether it be through a buy, build, or partner strategy.

Implementing comprehensive change-management programs to ensure successful
technology adoption.

Focusing on data standardization and interoperability to enhance information
exchange with payers.

Leveraging cloud-based solutions to improve scalability and reduce IT infrastructure
costs.

Investing in the right resources and development to build internal capabilities in
managing advanced technologies, including subject matter experts as well as data
scientists.

Critical Determinant of Financial Health
The technology gap between payers and providers is not just a matter of operational
efficiency—it's becoming a critical determinant of financial health and competitive
advantage in the healthcare landscape. 

Providers who fail to bridge this gap risk falling further behind, facing higher denials rates,
longer revenue cycles, and increased operational costs. Today and beyond, closing this
technology gap must be a top priority for healthcare leaders committed to ensuring the
financial sustainability of their organizations.
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The Denials Deluge: 
A Growing Challenge
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Currently, many healthcare providers
express concerns about growing denial
rates and the extended time it takes to
receive payments, leading to ongoing
uncertainties about payment sources
and timelines.

Denials Surge Brings
Unprecedented Pressure

Insurers denied 3.4 million (7.4%) of
Medicare Advantage prior-
authorization requests, a notable
increase from the 5.7% denials rate in
2019.[12]
15% of claims submitted to private
payers are rejected upon initial
submission, even when prior
authorization has been obtained.[13]
Today, 73% of providers agree that
claim denials are increasing, while
67% feel it’s taking longer to get paid.
Providers constantly worry about who
will pay – and when.[14]
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The Experian State of Claims Report 2024 identifies significant increases
in claims denials across several categories: 

High-dollar claims (over $100,000) have risen by 22%

Outpatient service claims by 18%

Inpatient claims by 13%[14] 

Implications of Denied Claims

Financial Impact

Escalating Denials Rates and Financial Losses: Hospitals face an
increasing rate of claim denials, which is driving up uncompensated care. In
2024, nearly 10% of claims are denied on the first submission, costing the
healthcare sector billions annually. For many hospitals, this has meant
millions in lost revenue, with some organizations reporting annual losses
exceeding $22 million due to denials alone.​ 

Rising Appeal and Administrative Costs: As the volume of denials grows,
so does the cost to manage them. Appealing a denied claim can cost up to
$118 per instance, which burdens hospitals with additional labor and
operational expenses. These efforts to retrieve payment from payers not
only consume time but also drive up administrative costs significantly,
impacting overall profitability.​

Discrepancies in Payer Requirements: Hospitals are increasingly
challenged by the variations in documentation and coding requirements
from different payers, which lead to denials for reasons ranging from
coding errors to eligibility issues. This inconsistency forces hospitals to
employ more rigorous revenue cycle management practices and invest in
automation tools to stay compliant. 

Technological Solutions and Predictive Analytics: To combat the financial
impact of denials, some hospitals are turning to advanced analytics and
artificial intelligence. These technologies enable hospitals to predict high-
risk claims, improve the accuracy of coding, and proactively address the
root causes of denials, ultimately improving claims approval rates​.[14]
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Implications of Denied Claims

Operational Impact

Revenue Cycle Disruptions: Rising denials create delays in billing and
payments, leading to cash flow volatility. Hospitals, especially smaller
facilities, face mounting accounts receivable challenges, with commercial
and Medicare Advantage payers particularly contributing to increased
delays. This destabilizes the revenue cycle, which in turn can impede
hospital financial and operational planning​.

Administrative Overload and Workforce Strain: The need to address
denials requires extensive administrative labor, increasing workload on
revenue cycle staff, and often necessitates additional hiring or overtime.
This can divert resources from patient care and may exacerbate already
high labor costs as hospitals struggle to manage both routine claims and
those that require extensive follow-up​.

Reduced Operational Efficiency: Continuous processing and reworking of
denied claims slow down overall operations, as staff must spend additional
time appealing denials, coordinating with payers, and gathering the
necessary documentation. This affects operational efficiency across
departments, delaying service upgrades or other projects due to resource
redirection​.

Impacts on Patient Experience: When claims are delayed or denied,
patients may face unexpected bills or delays in receiving financial
clearance for care, negatively impacting patient satisfaction and trust in the
hospital. This effect is particularly pronounced in hospitals serving large
Medicare or Medicaid populations where reimbursement issues are
common​.

Resource Allocation and Strategic Planning Challenges: Increased denials
drive hospitals to invest more in claims management tools, training, and
sometimes third-party services to handle denials more effectively. This
reallocation of funds affects hospitals’ ability to invest in other areas like
new technologies or facility upgrades, hindering long-term growth and
quality improvements.​

These operational strains ultimately underscore the need for better payer-
provider collaboration, as the current system burdens hospitals, particularly
smaller facilities, disproportionately.



The Path Forward: 
Strategies for the Future

Embrace Advanced Technology
Hospitals investing in cutting-edge revenue cycle technology are
seeing significant returns. A 2024 Black Book survey of health
system CFOs found that hospitals implementing AI-driven claim
scrubbers and predictive analytics for denials prevention reported a
32% reduction in initial denials and a 27% increase in successful
appeals within the first year of implementation[6].

Workforce Innovation
The 2024 Advisory Board Revenue Cycle Performance Report
highlights that hospitals adopting hybrid workforce models—
combining in-house expertise, outsourced specialists, and AI-driven
solutions—have achieved a 40% improvement in overall revenue
cycle performance compared to traditional models[7].

Specialization and Expertise
Hospitals with dedicated, specialized teams for denials management
report significantly higher success rates in overturning denials,
especially for complex cases. Specialized expertise is becoming
crucial in handling the intricacies of these denials as payer
requirements become more complex and varied​.

Proactive Denial Prevention
Implementing comprehensive pre-bill CDI programs and AI-driven
claim review systems has been shown to effectively reduce initial
denials rates. These tools, particularly when integrated into a
hospital's revenue cycle, are driving efficiency gains and reducing the
frequency of denials within initial billing periods​.

Strategic Alignment
Aligning hospital leadership incentives with revenue cycle
performance, particularly through cross-functional revenue integrity
teams, has proven beneficial. By focusing leadership on revenue
cycle KPIs, hospitals have been able to enhance net revenue capture
and improve overall financial outcomes in a competitive healthcare
landscape. 12



For over two decades, Aspirion has been a trusted ally to
hospitals and health systems nationwide, focusing on
maximizing revenue from denials, underpayments, and complex
claims. 

Our team of expert legal, clinical, and technical professionals
leverages cutting-edge proprietary technology powered by
artificial intelligence to ensure our provider partners recover
their earned revenue. 

With a client base spanning the entire United States, Aspirion
proudly serves half of the nation's 10 largest health systems.

About Aspirion
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Ready to optimize your
processes, empower your
team, and strengthen your
bottom line?

866.621.3601

info@aspirion.com

www.aspirion.com

Let’s Talk
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