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Cost management has always been a crucial part of 
controlling revenue stream and budget concerns for any 
business, but particularly hospitals and healthcare systems. 
For healthcare organizations, cost management always 
involves cost reduction. Cost reduction serves as a way for 
hospitals and healthcare systems to free up space in their 
budgets to improve areas of operation, like advancing 
technological implementations and optimizing staffing, that 
boost liquidity. 

However, in the first half of 2020, the global 
pandemic of COVID-19 has caused an 
unprecedented shift in direction for the 
healthcare industry’s cost management goals. 
Now, cost reduction has become an essential 
tool to preserve a decreased revenue stream, 
protect against an oncoming recession, and 
solve any shortfalls in capital that could lead 
to a disruption of operations. 

COST MANAGEMENT IN 2020

COVID-19
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The effects of the coronavirus pandemic are still 
being counted. The economic consequences are the 
most evident so far. Hospitals and healthcare 
providers are being inundated not just with potential 
COVID-positive patients, but a number of others who 
are concerned they might be infected. Providers are 
finding it difficult to balance these numbers with their 
usual influx of patients. 

On top of this, an exponential rise in 
unemployment leads to a number of obstacles 
for a consistent revenue stream. Patients are 
unable to pay on time, if at all, leading to aging 
receivables that go unsatisfied. This drop in 
revenue for hospitals will inevitably impact their 
abilities to provide adequate staff, which in turn 
reduces the number of patients they’re able to 
treat. This brings the issue back to decreased 
payments, and the cycle begins again. 

COST REDUCTION MANAGEMENT

While the advantages to a strong cost reduction strategy are crucial right now, they’re also 
going to benefit hospitals and healthcare providers in the long-term. Having a plan in place to 
reduce costs, when the need arises, is an effective way to protect your business from being 
blindsided by something like COVID-19, and it can also help keep you successful in the midst 
of an economic downturn. Below, we’ve outlined a few steps for building and implementing a 
cost reduction management strategy.
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START WITH AN ASSESSMENT.  
Take the time to evaluate your hospital’s current cost management 

strategies. Audit all cost streams, from administrative and overhead 

to staffing and technology. Having a holistic assessment of the 

organization’s overall ability to adapt to a change in cost 

management will help with preparing any adjustments or additions

 to the current strategy. 

IDENTIFY GOALS FOR COST REDUCTION.  
This may well be the most important aspect of any cost management 

strategy. In order to successfully implement a plan, it’s necessary to 

know what you intend the end result of that plan to be. Get a thorough 

idea of the hospital’s shortfalls in capital so you can reasonably assess 

what goals should be set in order to satisfy them. 

ASSESSMENTASSESSMENTASSESSMENT

PREPARE FOR THE USUAL AND UNUSUAL.  
Be sure to take trends into consideration on both a macro and micro 

level. Research and analyze data that can tell you how revenue changes 

throughout the year and why. One result of the pandemic you may be 

able to use to your advantage is the real-time data; this can help you 

prepare aspects of your strategy for any similar circumstances that could 

potentially occur in the future. 

$$$
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CONSIDER SOLUTIONS IN OVERHEAD.
Redundancies in operations are common in a number of departments, 

from legal and accounting to IT and marketing. Do a thorough 

assessment of these departments to ensure there are no errors in 

reporting or overages being charged. On the surface, these errors and 

redundancies may seem small, but they add up quickly, resulting in 

potentially significant losses for your organization. 

CONDUCT REGULAR REPORTING.
Keeping departmental leadership informed of their budget targets is a 

helpful way of controlling costs. If managers know how well they’re 

performing on a consistent basis, they’ll be better able to make 

operational and staffing decisions on the ground that will benefit your 

overall strategy. 

FOCUS ON THE AREAS THAT COST THE MOST.
Labor is potentially the most expensive aspect of your operation. 

Technology, or rather the disruption of it, can be a substantial cost as 

well. Be sure you’re using technology strategically to reduce the 

obstacles that can lead to increases in cost of operations overall.
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If staffing and technology are among the most likely 
culprits for higher operational costs, then it stands to 
reason those areas offer the most room for reduction. 
HealthPay24 can help with both.

Billing and receiving strategies can contain shortfalls of their 
own. Relying on human staff can potentially lead to errors in 
coding, reporting, requesting payment, and processing it. 
Even with a well-trained staff, a situation like 
COVID-19 can lead to a reduction in personnel 
available to manage the billing and receiving process. 
This increases the chances of delayed payments, unpaid 
receivables, and other issues that can negatively impact your 
revenue stream.

One beneficial way to reduce the risk of unpaid receivables 
and the expenses associated with them is by providing 
non-recourse loans to your patients. Not only do these loans 
shift the responsibility of defaulted payments to a third party, 
but they also greatly minimize the costs of handling those 
kinds of collection issues. Giving your patients the option of 
non-recourse loans before their visit and again before you 
send any unpaid receivables to collections frees you, the 
healthcare provider, from the costs and risk that can be 
incurred by defaulted payments. This is especially important 
in a circumstance like COVID-19 presented, when labor is less 
available to handle the task of sending payments to 
collections and your priority should be focused on providing 
quality care to the patient. Non-recourse loans allow you to 
collect the cost of providing that care up front, allowing you to 
take better, more efficient care of your patients while keeping 
your revenue stream intact. 

PROVIDE
NON-RECOURSE

LOANS
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When you implement a software like HealthPay24, the entire process is 
streamlined for both your organization and your patients, your primary 
source of revenue. HealthPay24’s platform can integrate with your online 
records systems, making it easy to transfer the information necessary, 
ensuring efficient, accurate billing. Our platform also provides simple, 
user-friendly ways for patients to pay their bills, including credit cards or 
ApplePay and PayPal , which make it more likely they’ll pay on time. If 
patients are struggling to find ways to pay, HealthPay24 makes it easy for 
them to research and locate alternative options for satisfying their bill, like 
discounts, non-recourse loans, and payment plans. 

Having a simple, efficient, and secure 
way for patients to access and pay 
their healthcare bills online, from the 
comfort of their own home or mobile 
phone, is more important than ever in 
the wake of COVID-19. Operations 
for many businesses have 
changed and will undoubtedly 
undergo permanent changes, 
and it’s unlikely hospitals 
and healthcare systems 
can avoid doing the same. 

Implementing a platform like HealthPay24 now will 
not only enable your organization to more easily 
recover from the consequences of this pandemic, but 
it will help to ease any repercussions of the resulting 
economic downturn and protect your operations from 
suffering in the future. 

https://www.beckershospitalreview.com/finance/8-strategies-for-hospitals-to-approach-cost-management.html
https://www2.deloitte.com/us/en/pages/about-deloitte/articles/press-releases/deloitte-launches-cost-survey-report.html

https://viehealthcare.com/6-strategies-for-rapid-cost-reduction-in-your-hospital/
https://www.beckershospitalreview.com/finance/healthcare-finance-leaders-share-7-cost-cutting-strategies.html
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