
9www.g2reports.comJanuary 2009

L a b o r a t o r y  I n d u s t r y  r e p o r t

Washington Hospital Center’s Lab Using Lean to Cut DSO from 78 to 40 Days

Since 2006, Washington Hospital Center’s MedStar Diagnostic Laboratories has 
decreased its days sales outstanding (DSO) from 150 to 78, according to out-

reach director William Romanelli. But now, the outreach lab is investing $100,000 
in “lean”-ing its billing operations to bring that DSO number down to 40 and 
save the lab an estimated $25,000 a year.

The initial $100,000 investment at MedStar includes construction costs to recon-
figure the reception area, where the billing information is gathered from patients. 
In addition, laboratory and radiology are also being combined in this intake area, 
and staff is being trained to collect and input patient information into a new elec-
tronic billing system that is in the process of being launched. 

This is a worthy investment, given that billing issues can severely impact an 
outreach lab’s bottom line, said Kathy Murphy, Ph.D., president of Chi Solutions, 
the lab consulting company working with MedStar. “It is tempting to think that if 
billing is outsourced, your service provider will solve all your billing problems,” 
she said. “Unfortunately, the lab is still responsible for the front-end processes. 
Ensuring clean, accurate, and timely claims is hard work. This represents the big-
gest opportunity for improved profitability for outreach programs.” 

Registration Redesign
The revamping of the registration process took place because it was identified as 
one of the primary problem areas by Chi Solutions,. After analyzing the billing 
process, senior consultant Hans Froehling said that the receptionists were collect-
ing incorrect patient information, which was causing three to five billing errors 
per day. At an estimated 3,000 requisitions per month, that totals up to a signifi-
cant number of billing errors, as well as costs associated with having the staff 
track down the correct information for billing purposes.  

In the redesign, the receptionist will only greet and have the patients sign in.  
“The registrar will take the insurance and billing information,” said Romanelli.  
“We want to have the registrars become cross-trained in radiology and lab, and then 
the two people who I have from my lab doing this will become part of the registra-
tion pool. I estimate our errors will quickly drop by 50 percent. We’ll be collecting 
more money. In addition, I can probably save $25,000—a half of FTE [full-time em-
ployee]—by not making outgoing calls trying to collect information from clients.” 

Chi’s Froehling estimates that the entire process will take approximately six 
months to see the full impact on MedStar’s billing system. In terms of other cost-
savings estimates, he pointed out that one of Chi’s clients decreased their write-
off amount by over $250,000 (see box). This highlights the savings of streamlining 
the front end of billing and clarifies that billing is not only the billing depart-
ment’s problem, he added.

“Billing is often seen as a back-end operation, and people say that the billing de-
partment just needs to fix these problems, but billing gets the errors,” Froehling 
explained. “For example phlebotomists often don’t have a clue about the impact 
that nonsigned advance beneficiary notice (ABN) would have on billing. This  
really needs to be improved through a cross-functional team.”




