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Utilization and Revenue by Payor

come.  For example, if payment rates from the 
largest third-party payor do not keep pace with 
increasing hospital costs, hospitals with a small 
positive margin one year could suddenly have a 
negative margin the following year.   

The Average Days in Accounts Receivable 
Declined 

During the period between when hospital 
services to a patient are concluded and when a 
hospital records the payment for those services, 
the payment the hospital expects is booked as 
accounts receivable (AR).  AR can be affected 
by a number of factors including:  the effi cien-
cy of hospital billing and claims systems, the 
time it takes third-party payors and individuals 
to pay bills, communications between hospitals 
and payors, and the time it takes hospitals to 
remove uncollectable accounts from accounts 
receivable.  

On a statewide basis, the amount of time 
the average bill remained in AR declined by 3.9 
days during FY02.  Figure 8 shows that state-

wide average days in patient accounts receivable 
declined for the second straight year to 57.4 
days. 

A number of hospitals reported implement-
ing a variety of measures to reduce the level 
of their patient AR during FY01 and FY02 
as a means to improve fi nancial performance.   
Insurers indicated that hospital AR could be 
further reduced if hospitals would make neces-
sary corrections and resubmit rejected claims in 
a more timely manner.

In addition to hospital programs reducing 
AR, the decline in statewide days in AR is also 
the result of the implementation of Act 68 
of 1998.  Act 68, inter alia, requires licensed 
health insurers and managed care organizations 
to pay clean claims within 45 days of the re-
ceipt of the claim.  These provisions of Act 68 
are implemented and enforced by the Pennsyl-
vania Insurance Department.

Assuming that the opportunity costs of 
fi nancing AR is 5%, the benefi t of the 3.9-day 
reduction in statewide AR was equal to about 
$10.8 million, or 2.5% of FY02 statewide 
operating income.

FIGURE 8

Statewide Average Days in Accounts Receivable
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For More Information
Additional fi nancial and utilization data for Fiscal Year 2002 and prior years may be purchased. 

For more information, contact PHC4’s Data Requests Unit.

The information contained in this report and other PHC4 publications 
are available on our Web site www.phc4.org. 
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