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The battle lines have been drawn 
between healthcare providers and 
insurance companies 
 
At the heart of the fight lies denials—a mountain-sized problem 
costing hospitals millions of dollars in lost revenue and labor 
every year.1 In the healthcare industry, however, denials have 
always been an intrinsic part of the provider-payer relationship, 
so what’s different now?

“The industry has been dealing with denials for  
30 years. What’s new is that there’s explosive 
friction right now between providers and payers, 
and it’s frankly over denials.”
—Jonathan Wiik, Vice President of Healthcare Insights, FinThrive

This guide explores the reasons why denials have 
become an even larger problem in recent years—
and offers three proven solutions providers can 
use to flip the script in their favor. 
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Denial rates are rising What’s behind the rise The effects on 
providers and patients

Recent research shines a 
spotlight on the denials 
conundrum. Today, insurers 
initially deny between 10% 
and 20% of all claims they 
receive,2 mostly as the result 
of coding errors, missed 
deadlines and other provider 
internal errors.3 Many of these 
claims are eventually paid; 
however, some are ultimately 
written off, leaving providers 
to foot the bill—and this 
number is rising. 

Average denial write-off rates 
are now almost four times 
what they were in 2018, rising 
from .8% in 2018 to 4.6% 
at the end of 2023.4 That’s 
well above the industry best-
practice benchmark of less 
than 1% net patient revenue 
(NPR), as well as what’s 
budgeted by most providers. 

So why are denials rising? In 
Wiik’s opinion, it’s because 
insurance payers are turning 
up the heat. 

“Payers have only so many 
levers they can pull to manage 
care and support margins,” he 
says. “The first is that they can 
add more members, but the 
commercial insured market is 
shrinking, so they have a lot 
fewer premium dollars to make 
their margins. The second way 
payers can improve margins 
is through more aggressive 
utilization review. That has 
manifested in the form of 
denying claims—that is, paying 
less on the claim inventory 
that’s there—and that’s 
absolutely what they’re doing.”

For providers, rising denial rates 
mean critical losses in income, as 
well as increased administrative 
burden, with too many hours spent 
fighting denials. And, as providers 
are growing increasingly frustrated 
with payers, many have been 
forced to turn to costly litigations 
to resolve their disputes.6

Patients also bear the negative 
effects of elevated denial rates. 
When faced with the prospect 
of undergoing treatments that 
may not be approved by their 
insurance provider, patients are 
put in a position of weighing 
unfavorable options like delaying 
treatment, paying for it themselves 
or avoiding it altogether—a 
dangerous predicament. And 
while preauthorizations can help 
reduce denials, waiting for insurer 
approval can also delay treatment.

No prior authorizations 
Level of care downgrades (ED E&M and IP DRG)
Out-of-network provider 
Coding inaccuracies 
Incorrect modifiers 
Failure to meet submission deadlines 
Patient information inaccuracy 

Missing or inaccurate claim data 
Not enough staff to keep up 
Formulary changes
Changing policies
Procedure changes 
Improperly bundled services 
Service not covered

Top reasons for claim denials5
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Providers face obstacles to remedy the denials problem

In the denials showdown, payers have the advantage. Automated claims clearinghouses, sophisticated 
actuarial analysis, powerful technology resources and the ability to endlessly change the rules give payers 
the upper hand. And there is no urgency for them to pay.

On the provider side, in contrast, market headwinds have made it challenging to manage insurance claims 
and denials, and as a result, their margins are shrinking. Providers suffered the worst year in history in 2022 
from a financial performance standpoint,8 and while margins are recovering, they’re still well below historical 
levels. Compounding the issue, most hospitals contract with hundreds of payers, each with its own set of 
rules that can change at any time. With fewer resources to tap into, it’s become increasingly difficult for 
providers to keep up.

Hospital acute visit 
volumes remain below pre-
pandemic levels, despite 
marginal improvements in 
the past year.9 

“We have not fully 
recovered to pre-
pandemic volumes in 
three years, and I don’t 
think those volumes 
are ever going to come 
back, especially in 
emergency department 
settings,” Wiik says. 
“There was a fundamental 
macroeconomic shift 
to patient visit volumes. 
They’ve either gone 
to other places like 
telemedicine or urgent 
care, or to other places 
that aren’t affiliated with 
hospitals—or, they haven’t 
gone at all, which is 
somewhat scarier.”

Decreased volumes

Expenses have continued 
to rise in recent years, 
particularly related to the 
cost of labor shortages. While 
workforce shortages have 
been an issue for some time, 
with typically 500,000 more 
open positions than hires, 
the situation worsened when 
many healthcare workers 
left following the pandemic, 
and the delta between open 
positions and hires widened 
to 1.3 million in 2022.10 The 
gap is once again closing, but 
labor levels have not returned 
to their pre-pandemic 
norms. “That means there’s 
increased competition and 
cost to get the right skills in 
an organization, especially in 
revenue cycle.” Wiik explains, 
“So from a labor standpoint, 
the cards are stacked against 
providers to manage denials 
in that it’s highly reliant on 
manual processes.”

Increased expenses

With denials on the rise, the provider-
payer relationship has become 
increasingly strained, with 78% of 
hospitals and health systems reporting 
that their experience with commercial 
insurers is getting worse.11 “Basically, in a 
metaphorical sense, the survey indicated 
we need to go to couples therapy, or 
we’re getting a divorce,” Wiik says. 

Providers are also experiencing growing 
workforce burden related to managing 
denials. An overwhelming 95% of 
hospitals and health systems report 
an increase in staff time spent seeking 
prior authorization approvals,11 and 84% 
report that the cost of complying with 
insurer policies is increasing.11 

On top of that, the labor cost of staff 
battling payers is increasing, as 62% of 
prior authorization denials and 50% of 
initial claim denials that are appealed are 
ultimately overturned.11 “That’s a lot of 
administrative waste on both the payer 
and the provider side, and it’s getting 
worse, not better,” Wiik says.

Strained relationship

Three contributing factors to shrinking provider margins and denials-related losses

1 2 3
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The need for a path forward

When it comes to managing denials, clearly the approach 
that has worked in the past for providers isn’t working 
today. Providers simply have fewer people to work on 
denials, less negotiating power as part of the payer mix, 
and more claims that are ultimately at risk of being denied. 
And many providers are relying on incumbent electronic 
health record technology that is not providing the insight 
into claims that they need to prevent or effectively 
mitigate denials. 

The urgent need for change is driving providers to budget 
for upgrades to their denials management processes 
and technology. According to FinThrive research, in 
2024, 57% of survey respondents are prioritizing denials 
management, and nearly 30% plan to invest in a denials 
management solution.12 

“Providers can’t be complacent,” Wiik says.  
“There is a cost in doing nothing, and that decision  
is resulting in revenue leakage.”

 

Taking action to meet the denials challenge

While the denials situation may seem discouraging, 
the good news is that 86% of denials are potentially 
avoidable13—with the right approach. To truly remedy 
the denials situation, Wiik says payers and providers 
need to start working together rather than against each 
other. “Let’s talk about why we’re not getting along and 
how we can make it better by starting to exchange data, 
looking at the contracts and understanding how we 
can best collaborate,” he says. The data signals this is 
starting to happen, as organizations like Banner Health14 
and Geisinger15 have partnered with payers on aspects of 
their business to make it better for the patient—and the 
member. However, there is still a long way to go.

Common reasons for slow A/R 
recovery and denial management

Key questions can help determine why 
a claim hasn’t been paid correctly

Internal teams manually piecing 
together claim information from 
multiple data sources

Multiple staffers researching and trying 
to resolve the same issues

Not flagging “irrelevant” denials that 
don’t need to be worked (e.g., those 
with zero expected reimbursement)

Traditional processes that don’t 
identify systemic root causes of denials 
and underpayments, allowing issues to 
persist and grow

What’s the status of the claim?

Did the payer receive it?

Has the claim been processed within 
the threshold?

Is it paid and posted correctly 
according to the contract?

Is it underpaid and are there other 
claims with a similar issue?

Is it denied and what’s the root cause?

If denied, what’s its likelihood of 
overturn on appeal?

https://finthrive.com/blog/preventing-claim-denials?utm_campaign=2024_PR_DENIALS-MANAGEMENT&utm_source=executive-doc&utm_medium=organic-posted&utm_content=FinThrive_EXEC_Denial-Management-Best-Practices-Guide
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What it will take to bend the curve

Until this collaboration improves, providers need to institute a strategic denial management system and 
prevention task force to effectively bend the denials curve. Wiik has identified three strategies providers 
can focus on to reduce denials and ultimately increase revenue.

Providers should know 
payers’ payment 
requirements and 
preauthorization rules at 
all times, and they should 
always be up to date when 
the rules change. 

“This comes down to the 
claims, contracts, operations 
and technology,” Wiik says. 
“When leveraging a prior 
authorization solution, for 
example, taking information 
from past claims, as well as 
keeping tabs on the latest 
payer bulletins, should 
afford a near real-time rules 
engine so stopgaps for 
documentation are in place.”

This ensures that 
authorizations, 
precertifications, referrals, 
network, benefits and other 
requirements are consistently 
and accurately documented 
on every claim prior to billing.

The provider’s team should 
have a seamless, integrated 
workflow for generating 
claims. Alerts and statuses are 
critical so that the teams can 
work the right accounts, with 
the right people, at the right 
time. Technology solutions 
can help providers work 
smarter instead of harder to 
help ensure claims are in the 
best shape possible before 
they go to the payer.

“Clean claim and low denial 
rates come from efficiency, 
accuracy and discipline,” 
Wiik says. “Make sure you’ve 
got a hardwired process 
where you’re not just running 
a transaction for the sake of 
running it.”

Payers are sophisticated, and 
technology is always evolving 
for clinical care. Changes come 
in the form of new codes, 
new payment rules and new 
denials. A robust technology 
platform with analytics can 
help providers evaluate the 
longitudinal lifecycle of the 
claim from every failure point 
along the way to understand 
where the problems occurred, 
such as eligibility, benefits, 
coding, billing or the contract.

“There are about 14 touchpoints 
between when a doctor 
schedules to when the bill gets 
paid, and each one can fail if 
the claim is missing any little 
piece of information,” Wiik says. 
“Analytics enable providers 
to understand the root cause 
of denials and prevent them 
downstream, and also hold 
payers accountable to their 
own contracts.”

Know the rules Document that the payment 
requirements have been met

Leverage end-to-end 
platform analytics1 2 3

Automated workflow solutions that reduce accounts  
receivable (A/R) days can save an average of $3 million annually 
and can result in 300 to 500 fewer denials per month.16 
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FinThrive is advancing the healthcare economy. Our 1,600-plus 
colleagues rethink revenue management to pave the way for a 
healthcare system that ensures every transaction and patient 
experience is addressed holistically. We’re making breakthroughs 
in technology—developing award-winning revenue management 
solutions that adapt with healthcare professionals, freeing 
providers and payers from complexity and inefficiency, so they 
can focus on doing their best work.

Our end-to-end revenue management platform delivers a 
smarter, smoother revenue experience that increases revenue, 
reduces costs, expands cash collections, and ensures regulatory 
compliance. We’ve delivered over $10 billion in net revenue and 
cash to more than 3,245 customers worldwide. When healthcare 
finance becomes effortless, the boundaries of what’s possible 
in healthcare expand. For more information on our new vision for 
healthcare revenue management, visit finthrive.com.

About FinThrive 

Even with the best people, processes and technology, there is room to move the 
denials management system from good to great. The time is now to take action.

What’s next?
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Learn how FinThrive can help proactively address  
prior authorization and denials to increase efficiencies 
and revenue for your healthcare organization.
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