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No longer just about reducing 
transaction costs, BPO enables 
healthcare insurers to run, grow and 
transform their business



Running, Growing and Transforming the 
Business with BPO

• Front-end processes

• Core administrative 
functions

• Customer service

Transform the 
Business

Run the 
Business

Grow the 
Business

• Provider management

• Care management

• Underwriting support

• CRM

• Communication 
processes

• Standardized benefit 
products

• "Utility" delivery 
systems

• Medical home

• International market 
position



Key Issues

1. What healthcare insurance challenges have 
caused insurers to reassess their use of BPO?

2. How have new trends in healthcare insurance 
BPO affected insurers' sourcing strategies?

3. What does an analysis of the healthcare 
insurance BPO market reveal?



Powerful Environmental Forces Are 
Driving Healthcare IT Dynamics

Operational 
Technology

Information 
Management

Process 
Improvement

Business 
Change

Information 
Technology

The 
Changing 
Shape of 

IT
Healthcare Reform

Increased 
RegulationEconomic 

Climate



Healthcare Payer IT Budget and Staffing 
Survey, 2009

Business Initiatives Cost Control and Staff Reductions
Business Process Improvement
Care Management
Business Intelligence
Customer Service
EMR, EHR

IT Initiatives Cost Cutting and Control
Consolidation of Servers and Software
Virtualization and Application Integration
Modernize Core Administrative Systems
Business Intelligence
Customer Relationship Management



Drivers and Inhibitors of 
Healthcare Insurance BPO

• Focus on core 
competencies

• ICD-10 compliance

• M&A and consolidation

• Lack of resources

• Speed to market for new 
products

• End-of-license and 
maintenance contracts

• Outsourcing adverse culture

• Increasing market and product 
volatility

• IT department seen as core 
competency

• Lack of strong proven solutions 
and ROI

BPO 
InhibitorsBPO Drivers



Key Issues

1. What healthcare insurance challenges have 
caused insurers to reassess their use of BPO?

2. How have new trends in healthcare insurance 
BPO affected insurers' sourcing strategies?

3. What does an analysis of the healthcare 
insurance BPO market reveal?



Healthcare Insurers Need to Develop 
a Sourcing Strategy

Multisourcing ManagementGovernance

Sourcing Strategy
Market Analysis and 
Vendor Evaluation

Contract Development 
and Negotiation

• The multisourcing core elements are complex and can consume 
many resources.

• Not many companies treat sourcing strategy as an ongoing task, 
and there are still many companies that do not have a solid 
sourcing strategy.

• A lot of time is spent in the market analysis, vendor selection and 
contracting phase — each time when entering a deal.



Healthcare Insurance Sourcing Options

Business 
Process Utility

BPU

Knowledge Process 
Outsourcing

KPO

IT Outsourcing
ITO

Business Process 
Outsourcing

BPO
Gartner defines BPO as the delegation 
of an IT-enabled business process to a 
third party that owns, administers and 
manages the process according to a 
defined set of metrics.

KPO is a term that has emerged to 
distinguish a specific type of BPO when 
service offering as higher-value-added 
or differentiating.

BPO with standardized processes 
and a unified, one-to-many 
technology platform. The provider 
manages and executes business 
processes and inputs.

ITO is a service that is bought 
through a multiyear contract with 
an external service provider or 
outsourcer for day-to-day 
management of IT operations.



BPO Functionality for Healthcare 
Services

Claims data entry
Imaging

Mailroom services

Member enrollment
Benefit management
Claims adjudication
Billing and capitation

Provider setup
Credentialing

Performance analysis
Provider directories

Full spectrum 

Front-End Processes Core Admin. Functions

Care Management

Provider ManagementCustomer Service

CRM Comm. ProcessesUnderwriting Support

Precertification

Referral authorization

Discharge planning

Case management

Member acquisition
Retention and 

service

Production delivery 
and management of 

consumer campaigns 
to drive health 

behavior

Quote generation 

Compilation of claims 
history, employee 
census files and 

medical history data

These functions have been adopted in many outsourcing deals as 
stand-alone services or in combination with each other.



Speed Up the Strategy Process and the 
Risks May Outweigh Any Reward

• Companies will be in a 
rush from 2009 to 2013

• Narrow focus on problem 
solving versus holistic 
consideration

• 80% rule: Evaluation of 
options and alternatives

Risks to consider:
• Sourcing strategy not fully aligned to business strategy
• Business outcome not ensured and deal is inflexible
• Organizations that do not screen the market only get the 

standard options



Key Issues

1. What healthcare insurance challenges have 
caused insurers to reassess their use of BPO?

2. How have new trends in healthcare insurance 
BPO affected insurers' sourcing strategies?

3. What does an analysis of the healthcare 
insurance BPO market reveal?



BPO Provider Market Analysis

Mergers and 
Acquisition

Mergers and acquisitions 
enable providers to 

achieve economies of 
scale and transform 

discrete-service providers 
into offering full-service 

capabilities.

New Service 
Models

U.S. healthcare insurers' 
preference for onshore 

BPO services has 
influenced the previous 
onshore/offshore model.

Internet-Based 
Applications and 

Other Tools
Utilization of the Internet 
and introduction of new 

monitoring tools also 
differentiate BPO 

providers.

The Internet

Analytics

Content

People



BPO Competitive Landscape
• Accenture

• ACS (Xerox pending)

• Antares

• Apollo Health Street

• Cognizant

• Connextions

• Convergys

• CSC

• DST

• Genpact

• HP Services (formerly EDS)

• IBM

• Infosys

• MphasiS

• Patni

• Perot (Dell pending)

• Silverlink

• Syntel

• TMG Health

• TriZetto

• Wipro

Note: This is not a definitive list.



Customized to Standardized Healthcare 
Benefit Products — Can BPO Bridge the Gap?

• Hyperefficient processes?
• Drastically lower-cost processes? 
• Both more efficient and lower-

cost processes?
• Totally standardized processes?
• Very flexible processes?

BPO
2009

BPO
2010/11/12



Do Your Homework

Do It Right or Don't Do It at All.

What is the 
cultural match 

between the BPO 
provider and the 

insurer?

Will they care 
about me? 
Will I be a 
"small fish 
in big pond"?

What is the ratio of 
experienced versus 
trained people? Where 
were they trained? 
How is the staff 
managed?

Does the BPO 
provider incorporate 
BPM methodologies 
and tools?

Can they
be creative;

do they offer innovative 
deals and pricing 

models?

What systems are 
used (such as system 
of choice versus taking 
over my legacy 
system) and what are 
the conversion tools?

Are global 
centers readily 
available?



Your Action Plan
Health insurance CIOs should:
• Monday Morning

- Appoint a dedicated IT manager to be part of the BPO management team
- Create a BPO management center in the IT organization

• Your Next 90 Days
- Advise the business team on the implications of various governance and 

support issues
- Create an IT project team to support the BPO transition program
- Add the BPO service to the task list for the IT security team
- Add the BPO service to the task list for the business continuity 

management team

• Your Next 12 Months
- Ensure that full IT budget impact estimates are prepared and tracked by 

key teams in the IT organization
- Ensure all IT help desk services are fully engaged in the BPO 

future requirements
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This paper provides information for healthcare organizations currently exploring offshore business

process outsourcing (BPO) and for professionals who want a better understanding of the issues

involved in offshore BPO within the healthcare payer and benefits administration environment. It

explains the financial implications and potential benefits of using offshore BPO and can be used

as a tool to evaluate offshore BPO’s impact on administrative cost structures. Finally, it is a valu-

able resource for entities acting as third-party administrators (TPAs), for administrative services

outsourcers (ASOs) and other vendors providing these services in the U.S. 

Making the Case for Health Plans’ 
Use of Offshore Business Process
Outsourcing

A  T H O U G H T  L E A D E R S H I P  W H I T E  P A P E R  P U B L I S H E D  B Y  T E L A  S O U R C I N G ,  L L C
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“Health plans process
an estimated 30 billion
healthcare transactions
each year. 26 billion of
these transactions are
handled by paper, fax,
call centers, or other
manual methods. These
26 billion transactions
result in a significant
burden.”

—IBM Research

OVERVIEW — THE NEED FOR OUTSOURCING 
IN HEALTH INSURANCE

The future and economic role of the U.S. health insurance
industry is at a crossroads. It is facing a number of cost-
related challenges, including regulatory compliance and 
rising medical costs due to the environmental factors in 
the industry. Many organizations are trying to streamline
processes, increase automation and reduce administration
costs to boost profitability.

Today, on average, 40% to 60% of a health plan’s employee
base is involved in back-office tasks that add no strategic
value—representing a substantial drain on management
resources.

As a result of the driving need to reduce administrative costs,
onshore outsourcing has become an established industry
practice with proven results. While cost is a dominant factor
in choosing an outsourcing provider, health plans are also
seeking higher quality of service levels that can be offered
by selective offshore providers.

THE ADVANTAGES OF OFFSHORE
OUTSOURCING

Recently many health plans have begun expanding their
BPO strategies by going offshore, increasing savings 
by as much as 30% to 40%. Companies such as Aetna,
Humana and Uniprise have set a historical precedent by
actively exploring relationships with BPO service providers 
in countries like India.

Offshore outsourcing represents a unique opportunity for
the healthcare industry:

1. Moving a large number of back-office or non-critical
processes offshore positively impacts the bottom line 
and shareholder value.

2. Cost savings present a competitive advantage by intro-
ducing health plans at a lower price point. Since offshore
outsourcing reduces overall cost, it allows the healthcare
organization to reduce the premiums and funnel more
funds into care management.

3. It gives health plans an opportunity to re-engineer
processes, increase technology automation and take
advantage of time zone differences, thereby increasing
productivity and reducing turnaround times.

When health plans begin to determine which processes to
move offshore in order to yield the highest ROI and have the
greatest positive impact on the operational bottom line, three
processes emerge. The offshoring of these processes can
carry a certain degree of risk, which should be carefully eval-
uated relative to the overall benefits and current cost to the
health plans. The processes that can be taken offshore with
the least degree of risk and highest degree of ROI include:

The above represents research conducted by Tēla Sourcing
to identify areas where ROI has vastly improved. For some
processes, the risk of outsourcing is high because of the
complex nature of particular activities. At the same time,
claims administration and customer service, while complex 
in nature, carry high infrastructure costs. Moving these func-
tions offshore will clearly result in a more positive impact 
on the bottom line. The risk is mitigated by adopting a
robust, proven migration strategy and transitioning to an
effective management model.

COST 
PROCESS RISK SAVINGS COMPLEXITY ROI

Claims Administration Medium High High High

Customer Service Medium Medium Medium High

Member Management Low High Low Medium

Although BPO is not 
a recent phenomenon,
today’s renewed vigor
and interest in BPO
has arisen from one
overriding need—the
need to become more
competitive.

As the cost of healthcare rises from $1.5 trillion in 2002 to a
projected $2.6 trillion in 2010, health plans will face increasing
pressure on already limited resources. Offshore BPO can save
health plans in excess of 40% of total administrative costs.
These significant savings can lead to better allocation of capital
and resources for pressing business needs.



POTENTIAL BENEFITS FOR A HEALTH PLAN

Presented below is a case study for a health plan that is benefiting from adjudicating claims in an offshore environment. 

Each of the three scenarios represents the average price options offered by offshore providers. Savings will vary based on 
the plan’s current transaction cost. In each case, the significant savings support the decision to go offshore. Outsourcing just
one process can yield up to 66% of the original cost.

CONCLUSION 

According to a recent Gartner study, 50% of health plans surveyed currently outsource all or part of their IT/back-office
business processes. Already, offshore outsourcing has gained significant momentum, resulting in proven benefits for
those organizations leading the charge. The next few years promise to be exciting as offshore BPO evolves and ulti-
mately transforms the healthcare insurance segment. With the right approach and successful execution, offshore BPO
is likely to play an integral role in this industry and become a key strategic initiative for most health plans, TPAs and
onshore BPO vendors.

CURRENT ADMINISTRATIVE COSTS FOR A HEALTH PLAN

Number of members 160,000 Number of claims manually adjudicated 600,000

Number of annual claims 2,000,000 Total claims adjudication cost $4,300,800

Auto adjudication rate 70% Cost of manually adjudicating a claim $7.168

ADMINISTRATIVE COSTS WITH OFFSHORE OUTSOURCING 

PRICING SCENARIOS SCENARIO I SCENARIO II SCENARIO II I

Per claim cost to adjudicate offshore $1.00 $2.00 $3.00 

Number of claims adjudicated 600,000 600,000 600,000

Adjudication cost $600,000 $1,200,000 $1,800,000 

Remaining onshore cost (20%) $860,160 $860,160 $860,160
Project oversight/management

Total cost $1,460,160 $2,060,160 $2,660,160 

Total cost savings $2,840,640 $2,240,640 $1,640,640 

Savings as a % of original cost 66% 52% 38%

CONCLUSION 

According to a recent Gartner study, 50% of health plans
surveyed currently outsource all or part of their IT/back-
office business processes. Already, offshore outsourcing 
has gained significant momentum, resulting in proven bene-
fits for those organizations leading the charge. The next 
few years promise to be exciting as offshore BPO evolves
and ultimately transforms the healthcare insurance segment.
With the right approach and successful execution, offshore
BPO is likely to play an integral role in this industry and
become a key strategic initiative for most health plans, 
TPAs and onshore BPO vendors.



Of the numerous processing centers that Adaptis
currently has worldwide, the processing center in
India ranks #1 in terms of cost, quality & timeliness

Tēla Sourcing, LLC
111 S. Calvert Street
21st Floor
Baltimore, MD 21202

AUTHOR
Ravi Shah 
Assistant Vice President 
410-230-3999
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ABOUT TELA

Tēla Sourcing provides offshore business process out-
sourcing (BPO) that will help you focus on providing cost-
effective care for your members, as well as strategic and
financial initiatives that will ultimately allow you to optimize
your bottom line while creating a stronger competitive
advantage for your health plan.

Tēla’s services are highly customized to meet the diverse
administrative and operational needs of U.S. health plans.
With an efficient and scalable service delivery center in
Pune, India, Tēla can guarantee dramatically reduced costs.

Tēla Sourcing is uniquely positioned to offer both offshore
and onshore BPO services that will yield timely, real results:

Focused ONLY on the U.S. Healthcare Payer Industry
Because of our solel focus on healthcare, we are uniquely
suited to meet the outsourcing needs of health plans, TPAs
and other onshore healthcare organizations wanting to
migrate administrative processes offshore. We leverage our
deep domain expertise and industry knowledge to provide 
cost-effective and efficient offshore BPO services.

Offers Onshore Delivery Capabilities
We understand your need to outsource complete business
functions. Purely administrative processes are good candi-
dates for offshore outsourcing. Processes dependent on 
frequently changing regulations, unique business rules or
physical infrastructure will do better remaining onshore. We
offer value-added onshore BPO services in addition to our
core offshore offering, and will work with you to determine
the optimal balance for your organization.

Provides End-to-End Services Across the Healthcare 
Value Chain
Our long-term healthcare focus has given us the expertise
to offer you an enterprisewide outsourcing solution–a range
of valuable, distinct services, as well as the integration
required between offshore and onshore services. 

Employs a U.S.-Based Management Team
We are one of only a few service providers to offer a U.S.-
based management team well-versed in U.S. and Indian law,
thereby creating a single point of accountability and contact.
This ensures not only successful migration and ongoing
management of processes offshore but also compliance
with federal and state regulations. Our strength lies in our
people and how we work together to build relationships and
create value for each organization.

ABOUT THE AUTHOR

Ravi Shah is an Assistant Vice President at Tēla Sourcing.
Ravi comes to Tēla with deep domain expertise in the
healthcare industry and understands the dynamics of devel-
oping and managing BPO relationships. Ravi started his
career with SP Jain Consulting in Bombay and consulted
with India’s largest organizations. He has also worked with
the Mitchell Madison Group (a spin-off of McKinsey & Co.).
Ravi received his MBA from Michigan State University.

* Information contained in this paper is based on primary as well as secondary research. Certain sections reflect the author’s judgment and in many 
cases are based on the author’s knowledge and prior project experience. This paper also contains certain forward-looking statements that involve risk 
and uncertainty. Tēla Sourcing, LLC will not be liable for any decisions made based on information contained herein. 
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Healthcare Insurers Must Jump-Start Their Corporate 
ICD-10 Initiatives 

Maureen O'Neil 

Although U.S. healthcare insurers have begun their International Classification of 
Diseases, 10th Revision (ICD-10) awareness and planning processes in earnest, too 
many are focusing exclusively on the impact to their core administrative systems. ICD-10 
conversion extends well beyond that, and Gartner provides four Tactical Guidelines for 
insurers to manage their ICD-10 programs. 
 

Key Findings 

 An increasing number of healthcare insurers recognize the business impacts of ICD-10, 
and that the conversion offers them strategic change, but most have failed to move 
beyond the planning phase. 

 The multiple core administrative systems that insurers have tolerated historically will 
impair their flexibility in ICD-10 conversion options by requiring alternative compliance 
strategies that will add greater complexity. 

 Many of the business processes that offer healthcare insurers opportunities for return on 
investment, cost reduction and quality improvement reside in processes that surround 
the core, such as underwriting, care management and provider network management. 
However, most CIOs are viewing these functions as secondary in their ICD-10 
conversion efforts. 

Recommendations 

 Itemize your core administrative systems and the compliance strategies (remediate, 
replace or neutralize) that you have selected for each. Align these strategies with front-
end processes, surrounding business systems and external communication outlets. 

 Update (or develop) your enterprise risk management (ERM) program. ICD-10 
conversion will increase organizational risk through exposure to, for example, staggered 
internal and external readiness to process ICD-10 codes, overpayment or higher levels 
of claims, an increase in real and perceived levels of fraud and abuse, customer and 
provider dissatisfaction, and the unavailability of skilled resources. These risk factors will 
require the development of countermeasures. 

 Frequently communicate your system readiness for ICD-10 compliance to internal and 
external stakeholders via multiple channels. 
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WHAT YOU NEED TO KNOW 

The U.S. effort to convert ICD-9 diagnostic codes to the ICD-10 standard is comprehensive and 
touches most aspects of healthcare processes. However, healthcare insurers will be ill-prepared 
if they focus exclusively on the transaction components of this conversion. 

ANALYSIS 

Introduction 

The World Health Organization developed ICD-10 as an international standard to code diseases, 
signs and symptoms. It replaces the decades-old ICD-9 diagnostic code standard, identifies twice 
as many diagnostic codes as ICD-9, 20 times as many injuries and 50 times as many procedures. 
Moreover, ICD-10 allows for alphanumeric codes, and modernizes the fundamental structure for 
code assignment and revision made necessary by an ever-increasing number of identifiable 
diseases. Implementation of ICD-10 will increase coding accuracy, improve first-pass claims 
processing success, and improve the care management, reimbursement and rating processes. 

Although ICD-10 was widely adopted outside the U.S. starting in 1994, its use will not become 
mandatory in the U.S. until 1 October 2013. Implementation of the U.S. Health Insurance 
Portability and Accountability Act (HIPAA) X12, Version 5010 standard is a prerequisite for using 
ICD-10, and will become mandatory on 1 January 2012. 

Implementation of HIPAA 5010 is largely a technical electronic data interchange effort. However, 
some CIOs naively view ICD-10 conversion as a similarly simple technical matter. It is not. 

Compared with the HIPAA 5010 conversion, ICD-10 fundamentally impacts business processes. 
In addition to the increased number of available codes and a new format, conversion to ICD-10 
will require extensive business process changes among healthcare insurers, physicians, hospitals 
and application vendors. Although Gartner has seen an increased interest in ICD-10 since the 
beginning of 2009, most U.S. health insurance companies remain in a planning phase. CIOs at 
healthcare insurers must accelerate their efforts and begin implementing ICD-10 now. 

Take These Four Steps to Facilitate ICD-10 Conversion 

Gartner urges U.S. healthcare insurers to approach ICD-10 implementation with an 
understanding of four Tactical Guidelines: 

(1) Finalize Your Core Administrative System's Compliance Strategy 

Gartner has seen three strategic responses emerge for ICD-10 implementation: 

 Remediation: This involves a line-by-line analysis of code and an upgrade of 

references from ICD-9 to ICD-10's code structure. Moreover, logic that may have 
grouped many ICD-9 codes must be amended to refer to the enhanced structure and 
volume of ICD-10 codes. 

 Replacement: This involves the swapping out of core administrative systems with new 
vendor offerings, new version upgrades of vendor products, or replacing a system via 
business process outsourcing (BPO). 

 Neutralization: This baseline of compliance involves surrounding the ICD-9 processing 
systems and insulating them from the need to address ICD-10 code formats or volumes. 
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Preapplication crosswalks will convert submitted ICD-10 diagnostic codes to ICD-9 
codes. 

Each of these strategies offers healthcare insurers key advantages and disadvantages, as seen 
in Table 1. 

Table 1. Advantages and Disadvantages of ICD-10 Implementation Strategies 

 Advantages Disadvantages 

Remediation Detailed review of code and 
business process allows for 
business process improvement 

opportunities. 

Independent of vendor 
commitments to other clients. 

Time- and staff-consuming, little 
net new advantages and 
retention of large pockets of old 

application code. 

Replacement — New Application Ability to achieve compliance 
while gaining access to new 
technologies, which can allow for 
new product definitions and 
business processes. 

New vendors, codes and 
processes in a time-constrained 

environment. 

Replacement — New Version Familiarity with existing 
application while targeting 

specific conversion needs. 

Time and resources. 

Replacement — BPO Eliminates the need to remediate 
code or manage business 
processes. 

New business model with 
management, cultural and 
integration issues. 

Neutralization The least-intrusive strategy. Little 
change in claims inventory, 
business processes and/or 

diagnosis grouping. 

Time-vault strategy. Healthcare 
insurer is basically compliant, 
but frozen in the logic and 
processes associated with ICD-
9. 

Source: Gartner (September 2009) 

Having multiple core administrative systems only increases the challenge. Many vendors, or a 
mix of homegrown systems with vendor products, may force a multitier strategy. As seen in Table 
2, it would not be unlikely for a healthcare insurer to upgrade a vendor product, migrate other 
lines of business (LOBs) to the new version, or outsource a low-revenue product (such as 
Medicare or Medicaid) while neutralizing a locally developed application due to code complexity.  

Table 2. Matrix of ICD-10 Conversion Strategies 

Healthcare Insurer Application LOB Potential Conversion Strategy 

Indemnity legacy system Neutralization 

Managed care homegrown system Remediation 

Managed care vendor application Replacement — New Vendor Version 

Consumer-defined health plan or value-based benefit 

products 
Replacement — New Application 

Medicare Replacement — BPO 

Source: Gartner (September 2009) 
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(2) Use the Healthcare Insurance/Business-IT Alignment Model to Guide 
Your Interapplication Use of Diagnostic Codes 

Conversion to ICD-10 affects more than the core administrative systems. Applications that 
support underwriting and risk management, portals, provider network management, health and 
wellness, and care management use diagnostic codes. Healthcare insurers must map the flow of 
ICD-9 codes throughout the enterprise to determine the full impact of ICD-10 conversion. Gartner 
proposes the use of a healthcare solution map to identify similar functions that may share 
diagnostic information. 

The Healthcare Insurance/Business-IT Alignment Model (see Figure 1) offers insurers a guide to 
untangling the nested use of diagnostic codes, and identifies where challenges to ICD-10 
conversion may be. The model aligns the business functions of healthcare payers into three 
components: 

 Finance-based functions: Product configuration, medical banking and underwriting 
exemplify the functions grouped in the financial component of the solution map. These 
finance functions impact the entire health insurance organization, and depend on the 
consistent use of diagnostic codes. 

 Those that support the processing of transactions: Transaction processing functions 
receive, categorize and process data against predescribed rules, and fuel the enterprise 
with information that enables market-differentiating services. Diagnostic codes are 
critical to these functions. The predominance of ICD-10 efforts and expenses will be 
incurred in these functions, although other commodity functions will yield little direct 
benefits. 

 Functions that manage the quality of care: By aligning provider network management 
with disease management, case management and utilization management to control 
medical costs and improve the quality of care management, the new healthcare 
insurance solution map emphasizes the functions that healthcare insurers use to 
manage medical costs and improve quality. ICD-10 conversion will prompt insurers to 
develop new care models, better support care protocols and guidelines, and rationalize 
provider reimbursement models. 

Diagnostic codes permeate all three of these major healthcare insurance processes (see Figure 
1). 
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Figure 1. Healthcare Insurance/Business-IT Alignment Model 

 
Source: Gartner (September 2009) 

Other functions that will be affected by ICD-10 conversion include: 

 Analytics: Assembly and management of data derived from all sources into a "single 
source of the truth" for access by all users are the key values of this alignment. This will 
be a common point of diagnostic code from multiple systems. 

 External enablement functions: By combining all externally facing processes into a 
collective sense of service — from presales marketing through post-sales service and to 
Web portals — customer service can be marshaled into high-value service, regardless 
of the source of inquiry or stakeholder served. 

(3) Update Your ERM Plans to Prepare for Several Chaotic Years 

Gartner defines ERM as an integrated, consistent and strategic method to manage risk across an 
organization. ERM involves identifying, assessing and planning for anticipated risk events (see 
"Q&A: Healthcare Insurers Fine-Tune Their Risk Management Fundamentals"). The ubiquity of 
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diagnostic codes across a healthcare insurer's internal and external realms significantly raises the 
risk profile for ICD-10 conversion. Potential risk events include: 

 Staggered internal readiness to process ICD-10 codes will challenge healthcare insurer 
applications and business processes. Having many core administrative systems, as well 
as a preponderance of surrounding and LOB applications, means that some core 
systems may be ready before others are, and business process applications will fall 
behind. 

 External business partners (vendors, hospitals, providers and employers) will progress 
according to their own internal deadlines, rather than those proposed by individual 
healthcare insurers, thereby forcing insurers to develop dual processing systems 
regardless of their own ICD-10 compliance strategies. 

 Business impact rather than technology readiness differentiates ICD-10 compliance 
from previous efforts of Y2K and HIPAA transactional compliance. Relearning the rules 
of, for example, benefit development, underwriting guidelines and care management will 
differentiate healthcare insurers that exploit ICD-10 capabilities from those that treat the 
task as a transactional upgrade. 

Identifying, assessing and planning for likely risk events associated with ICD-10 conversion will 
require healthcare insurer CIOs and senior business leaders to focus on the following critical 
steps: 

 Assess the different categories and types of risks associated with ICD-10. This means 
looking beyond the most common risk possibilities — HIPAA 5010 — to include areas 
such as care management programs, enterprise portals, provider networks and 
business partners. 

 Analyze the risks to include current and future risks, the probability of the event 
occurring, and the business impact if the risk event occurs. A balance between risk 
tolerance, probability and selected countermeasures is essential. When comparing the 
anticipated risk level for an event with the risk tolerance associated with the event, the 
risk manager can best select the appropriate risk mitigation actions. 

 Planning for overall compliance reporting is key to providing executives with information 
regarding the enterprise risk position for regulatory, commercial and organizational risks. 
The assessment, reporting and management of risks must use consistent processes 
that are practical and organizationally compatible, and that provide actionable 
information. 

(4) Institute an ICD-10 Communication Plan to Keep All Constituents Aware 
of Your ICD-10 Readiness 

Clear and consistent communication is essential during any change cycle. The demand for 
communication is directly proportional to the complexity of the change environment. 

The time period leading up to ICD-10 implementation, the chaotic change during the year, and, 
likely, during the next year, will be no different. Healthcare insurers must communicate with 
internal and external stakeholders on ICD-10 strategies, timelines and progress against timelines, 
and potential risk mitigation contingencies. 

Healthcare insurance CIOs may be the overall ICD-10 communicators, or they may work through 
an ICD-10 program manager or enterprise communication efforts. Regardless of the model used, 
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CIOs should take advantage of the opportunity to shine with their knowledge of end-to-end 
processing and the impact on the ICD-10 initiative. 

The ICD-10 communication plan should aim to provide insight into the healthcare insurer's 
conversion initiative, including time-critical information on conversion priorities, implementation 
testing and training (internal and external). Messages must satisfy distinct stakeholders (vendors, 
providers, regulators, and internal and external business partners), but also reflect the context in 
which the communication is being made. Context for ICD-10 includes: 

 Compliance guidelines 

 The readiness of the vendor, provider and insurer 

 The intention to use ICD-10 to implement current or future changes in provider network 
management, underwriting and risk management, and care management protocols 

A CIO's communication plan's situational analysis should answer critical questions, including: 

 What level of readiness has the healthcare insurer achieved? 

 What is the readiness of business partners? 

 What are the risk elements? 

In addition to overall context, the healthcare CIO will be expected to describe the goals and 
decisions that will occur throughout the initiative — for example, crosswalk plans; the 
correspondence of conversions, replacements and customizations with business impacts; and 
plans for dual-coding operations, along with data conversion and reporting. 

The ICD-10 communication plan should also provide the opportunity for feedback and measures. 
Whether via portals, social network sites, or customer, provider and business partner service 
processes, CIOs must always know what is being said about their companies' ICD-10 efforts. 

A communication plan that is well-crafted and executed will not guarantee success with ICD-10 
conversion, but it will go a long way toward building and sustaining positive relationships with 
vendors, regulators, and internal and external business partners during a challenging time. 

Tactical Guidelines 

Maximizing the return on your ICD-10 conversion program requires the following actions: 

 Finalize your core administrative system's compliance strategy. 

 Use the Healthcare Insurance/Business-IT Alignment Model to guide your 
interapplication use of diagnostic codes. 

 Update your ERM plans to prepare for several chaotic years. 

 Institute an ICD-10 communication plan to keep all constituents aware of your ICD-10 
readiness. 

 

This research is part of a set of related research pieces. See "ICD-10 Compliance Puts the 
Spotlight on U.S. Health Insurers' Core Administration Applications" for an overview. 
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