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What is Benchmarking?

“A standard by which something can be 
measured or judged.” (Webster’s)
Started in 1979 by Xerox Corp
A means of comparing processes (Coding, 
Overhead, Staffing Ratios, Accounts Receivable) with 
the performance of others in the same or a 
similar specialty
High performer comparison of “best 
practices” raises the bar
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Why is Benchmarking Important?

Provides a structured approach to data 
gathering and analysis
Assists management to develop optimal 
strategic and operational decisions
Quantifies measures of performance
Quantifies the gap between your organization 
and best practices
Encourages innovation & creative thinking
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Limitations of Benchmarking

One size does not necessarily fit all—unique 
practice characteristics and acuity counts
Not enough published data
Sample size too small
Multiple venues of media to assemble all the 
data needed
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Steps in the Benchmark Process

1. Identify the problem—why do you want to make a 
change? (lower overhead, increase collections, increase 
productivity)

2. Determine areas to improve with benchmarking (staffing 
ratios, coding and documentation, 120-day A/R)

3. Get buy-in from top decision makers
4. Know your current processes
5. Compare to Peer Groups
6. Gather accurate data
7. Communicate an action plan driving improvement
8. Develop Dashboard Indicators



DN

DERRY, NOLAN & ASSOCIATES, LLC

Internal Benchmarking

Why is this important?
Start with realistic goals—
− reduce waiting time from 30 to 15 minutes
− reduce patient complaints  by 50%-75%
− reduce inventory; Just-in-Time ordering
− increase productivity from Median to 75th P or 75th

P to 90th

− reduce overhead—staffing, supplies, 
administrative costs commensurate with 
productivity
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How often should you benchmark?

Center the benchmarking on factors that relate to 
cost, quality and timeliness (internal)
Progress must be monitored and rising performance 
levels reported to all employees—create a dashboard
Re-evaluate and recalibrate benchmarks at set 
intervals—part of CQI
Benchmarking should not be a one-time event, but a 
continuum

DERRY, NOLAN & ASSOCIATES, LLC
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Benchmarking to CMS Coding Patterns –
Example of Percentage Comparison
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Benchmarking to CMS (Center for Medicare and 
Medicaid Services) Coding Patterns

What can be learned from a simple percentage comparison?

New patient encounters are only 3% of all encounters - too low. Best estimates are 
that approximately 10% new patient volume is required to keep a primary care 
practice viable;

Established patient visits are coded at higher levels than peer group. Note that 
64.7% of established patient visits are coded at level 4 (99214), compared to only 
25.6% for the CMS peer group;

Consult codes are low in volume but are also shifted to higher coding levels 
compared to the CMS peer group;

NOTE: Coding may be absolutely appropriate for the patient mix and visit acuity but 
this pattern indicates that a coding review should be done to confirm that 
documentation matches coding levels.
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Example: possible default coding, e.g. use of a single code for most visits 
regardless of actual elements present in the exam. Below, note 95% of established 
patient visits are coded at 99214, compared to a CMS peer value of 40.1%

Benchmarking to CMS (Center for Medicare and 
Medicaid Services) Coding Patterns
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Example: possible over-coding, e.g. coding at higher levels than exam notes 
support. Note below: shift to 99214 and 99215 codes. Coding may be 
appropriate to patient acuity but chart review is recommended to insure 
needed elements are present.

Benchmarking to CMS (Center for Medicare and 
Medicaid Services) Coding Patterns
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Benchmarking to CMS (Center for Medicare and 
Medicaid Services) Coding Patterns

Example: possible under-coding, e.g. coding at lower levels than exam notes 
support. Note below: 68.5% of visits are coded very low, at 99212. Coding may 
be appropriate to patient acuity but chart review is recommended. Coding 
training is indicated if review shows that chart notes support higher level codes.
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With MGMA data, bear in mind sample size may be small or practices may be 
dissimilar to the one in review and therefore MGMA values provide only a 
reference point. MGMA benchmarks provide an indicator of where improvement 
efforts may be best focused. The biggest disparities indicate the largest 
opportunities for work redesign.
− Helpful productivity elements:

• Gross Charges
• Ambulatory Encounters
• Hospital Encounters

− Helpful cost elements:
• Total operating costs (as % of revenue, per MD FTE, per encounter)
• Staff FTE per MD FTE
• Staff Costs per MD FTE
• Variations for all of these elements by location if service is delivered at 

more than one location

Benchmarking to MGMA (Medical Group 
Management Association) Data
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Are you comparing apples to apples? What is included in the MGMA number?
Determine comparison group. Largest variability usually between hospital 
owned and non-hospital owned practices.
Note internal benchmarking provided. Notice the large difference between 
MD1 and MD5, despite supposedly similar practices.

Benchmarking to MGMA Productivity Data –
Gross Charges
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Benchmarking to MGMA Productivity Data –
Ambulatory Encounters
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Determine your comparison group. Largest variability is usually between 
hospital owned and non-hospital owned practices.
Note this is the same group as previous slide. Ambulatory visits are at 75th 

percentile but gross charges average 80% of MGMA 75th percentile. Warrants 
further investigation into coding and charging procedures.
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Benchmarking to MGMA Productivity Data –
Hospital Encounters

Compare apples to apples. MGMA Data is for 1.0 FTE. MD A in the three 
productivity slides is 0.8 FTE so the numbers have been adjusted to 1.0 FTE 
equivalent.
Notice internal benchmarking: 
− Large differences in the sizes of the hospital practices (MD 2 vs. MD 5)
− Increase in hospital volume from 2007 to 2008 for all except MD 5.
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Staff costs vary greatly by region; may be necessary to use the 
regional tables for this element. This decreases comparison 
group size, so use of ‘all practice’ values may be more practical.
Large cost variation between hospital owned and non-hospital 
owned practices. Hospital owned usually have lower 
productivity.
Elements that should not be affected by regional differences 
− General Operating cost as % of revenue – since staff cost is 

not included
− Staff FTE per MD FTE
− Variations for all elements by location if service is delivered 

at more than one location (great internal benchmarking tool)

Benchmarking to MGMA Cost Data –
General Comments
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Operating costs high by all 3 measures but particularly cost per encounter due to 
low number of encounters per MD FTE
Medical Records FTE per MD FTE and Cost per MD FTE very high. Work redesign 
and staff reduction would be recommended
Clinical staff FTE would be at peer levels if productivity measures at MGMA 75% 
percentile; staffing is too high if production is at the MGMA Median

Benchmarking to MGMA Cost Data –
Selected Measures
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Large site-to-site variation indicates lack of standard processes. Work flow review, 
redesign and standardization would be indicated.
Differences may indicate a non-viable delivery service location
Note high Staff FTE per MD FTE and Cost for Total Clinical Staff at Location A. 
Note high Reception and Medical Records values at Location B. Both require 
further evaluation.

Benchmarking to MGMA Cost Data –
Internal Variation Between Service Sites
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Coding to support provided level of service
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Dashboards—Keep Score

Define metrics set that’s relevant to the practice
Select a few key metrics leadership understands
Use dashboards facilitatively, not just for reporting 
results
Use expense-related dashboards for cutting costs and 
meeting budgets
Check Practical Data Solutions for info on customized 
scorecards for individual practices 
− http://www.pds-online.com/?custom_reports

DERRY, NOLAN & ASSOCIATES, LLC

http://www.pds-online.com/?custom_reports
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Dashboard Example
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Current 
Month

6 mos
YTD ’09

2008 MGMA
75th %

YTD 
Variance
75th %

A/R>120 d $225,000 $225,000 $198,000 $260,000 ($35,000)

Days in 
A/R

32 32 30 28 4

New 
Patient 
Visits

60 400 820 No data n/a

Work RVUs
Prov.

833 5,400 11,760 13,000 7,600

Staff ratio
FTE Prov.

3.5 3.8 3.2 4.2 0.4 FTE

Dir Exp per
Total RVUs

$23 $24.60 $21.50 $36 $11.40
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Summary

Using benchmarks, combined with the 
identification of best practice standards, can 
provide a very effective tool for ongoing 
sustainable success.  
Development of an improvement plan and 
communication of plan to all staff is key to 
successful implementation of findings.
Keep raising the bar by doing internal 
benchmarking, as opposed to external.
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Sources:

Derry, Nolan & Associates Case Studies
Financial Management for Medical Groups, Second 
Edition, Ernest J. Pavlock, PhD, CPA, 2000, Pg. 493-
501
Best Method for Evaluating Practice Performance-
Sherry C. Elliott, CMPE, ACMPE Paper, May 2006
Benchmark reporting: A Key to Practice 
Improvement-Gary Lewins, FACMPE, ACMPE Paper, 
October 2002
Lean Thinking, James P. Womack & Daniel T. Jones, 
1996, Pg. 264
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