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As health care is transformed by the Affordable Care Act (ACA), other 
federal mandates and a new focus on the consumer, health care payers 
seeking to remain competitive will need to modernize their operations. 
From reducing operating and IT expenses, to revamping an aging 
technology portfolio and complying with new requirements, CIOs need 
to navigate their way toward becoming leaner, more nimble leaders in 
the health care arena. 

On this journey, many payers may find that their existing technology assets are actually 
inhibiting progress, because these systems were not designed to perform the functions 
that are required today and cannot solve enterprise-wide problems. For technology to 
remain a proactive enabler that allows plans to engage in new markets, CIOs and other 
executives must be prepared to answer the following strategic questions:

• Which approach to take to support new reimbursement models;

• Which core functions can and should be performed in-house;

• Which functions are better to outsource; and 

• Where to turn for answers that are specific to their exact situation. 

Although technology budgets are tight — capital funding limitations and resource 
constraints are widespread across the industry — in 2013, many payers increased their 
IT spending to invest in these critical capabilities. IDC Health Insights recently conducted 
a survey showing that more than 40 percent of payers planned to increase their overall 
IT spending this year, with more than 30 percent of respondents (payers with more than 
1 million members) planning to increase IT services spending.1

Other payers may need more convincing that additional IT spending is a wise 
investment. However, when IDC states that “payers may be under-prepared for 
the impact of technology innovation in 2014 and beyond,”2 that may be a serious 
understatement. The cost of not doing anything to reinvent health care IT may be a 
failure to compete, thrive or even survive long term.  

Plans at this crossroads should consider outsourcing functions that have been 
traditionally thought of as core to become more agile  — and working with seasoned 
health care technology experts to meet the demands of new business models. For 
example, just as individual company shipping departments do not try to reinvent the 
processes and procedures of United Parcel Service (UPS) or Federal Express for their 
companies — and why would they? — plans do not need to invest vast resources into 
IT hardware/software capabilities that can be managed competently by a third party. 
Leveraging external resources ultimately gives plans the flexibility and fiscal advantages 
they need in a changing marketplace.

Technology’s moving target

The heath care market currently is being transformed by a number of important, 
evolving factors: 

(1)   Escalating financial challenges including rising costs and medical loss ratio 
(MLR) restrictions that put caps on what a plan spends on administrative costs; 

(2)   Regulatory shifts such as ongoing health care reform evolution, ICD-10/ICD-11, 
privacy and security issues;

(3)   Membership shifts with the move to a consumer-oriented marketplace, the rapid 
growth of Medicaid and dual-eligible populations and public and private exchanges; 

Executive summary

Competing internal priorities and federal 
mandates that health plans are facing 
today have placed an undeniable strain 
on existing payer information technology 
(IT). From meeting Affordable Care 
Act requirements to preparing for the 
transition to ICD-10, CIOs are challenged 
to meet the demands of a shifting 
regulatory environment and changing 
membership, while also managing legacy 
systems, rising costs and tight budgets. 
Investing in the right technology, and 
outsourcing technology functions that are 
not core competencies, will enable CIOs 
to strengthen their organizations to create 
a competitive advantage and successfully 
support new business models.
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(4)   The introduction of new models that are disruptive to current models 
including accountable care organizations (ACOs), pay-for-performance standards 
and value-based reimbursement; and

(5)   An increased need for analytic intelligence to keep utilization down and 
quality of care up — for example, actionable data that supports quality initiatives. 

Although the pressure to develop and maintain a modern, cost-effective, technology 
platform and reduce operating expenses is tremendous, market transformation also 
offers payer leaders an unprecedented opportunity: the prospect of successfully 
advocating and implementing bold technology solutions to meet new business model 
requirements that no longer rely on partial fixes or bolt-on solutions. 

For an example of how short-term fixes can actually be counterproductive, look to one 
plan’s experience. This plan reported that many years ago, its clinical group had requested 
some code to perform a specific function and fix a particular problem. Even though the 
problem became obsolete, that piece of code had never been deleted and the claims 
department had been writing code around it for more than 10 years. So, taking stock in 
what the vital plan requirements are (and are not) and how they currently are being met is 
integral to making smart, cost-effective solutions for the future. 

Address five key areas

A plan’s first steps in developing and meeting new business model goals are 
understanding the changing landscape and evaluating whether and how current 
technology tools will help the plan traverse it effectively. Most importantly — and to 
avoid working at cross purposes — plans need to ensure that they align technology and 
business plans. 

A trusted health care technology expert can help CIOs leverage technology resources 
to capitalize on new markets. To achieve organizational objectives for new business, 
together they should  focus on five key components within IT: 

1. Agility

2. Analytics

3. Simplification

4. Scalability

5. Robust technology infrastructure

1. Agility

With short lead times on mandates, a changing membership base and a more direct 
relationship with consumers, plans are finding that their aging and inflexible technology 
is no longer working for them. This is due largely to the fact that it was not originally 
designed for this purpose. Payers also have to contend with a health care market that is 
composed of 50 state-regulated markets. To account for differences in the quality and 
cost of care in each market, plans cannot rely on rigid systems that are not responsive to 
multiple variables.  

Accordingly, plans should identify performance gaps and decide how they wish to solve 
all of the problems they are facing. Do they want to build new functionality into existing 
systems? Do they want to bolt-on additional technology products and reintegrate 
them into all delivery channels? Or, do they want to replace the existing system with a 
system that can expand and adapt as business objectives change? These decisions are 
significant, capital-intensive and may take months to determine.
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2. Analytics

There is no question that data analytics are the key to influencing care and managing 
population health across the health care spectrum. But getting to that actionable 
information is difficult, as there are reams of data at the network, clinical and consumer 
levels that is not accessible in an easily consumed format. “The possibilities for 
improving efficiency and care quality while reducing costs are almost endless … but the 
first step — delivering structured data that meets specific business needs — is often the 
hardest,”3 according to a recent article in CIO magazine. 

To render these data into actionable intelligence in real time — which is necessary to 
improve care decisions — plans need to spend less time collecting and organizing data 
and more time analyzing and acting on data. This is a good example of how health 
care technology consultants can affect positive change. Consulted experts can use 
sophisticated systems and analytics to parse the data based on the plan’s needs and 
plans receive the actionable intelligence they need without having to implement and 
manage the data mining process. Of course, this shift can take place only after plans 
have answered the following questions: How many sources of truth are being used? 
Can the data be trusted? Are the data current and can they be used to influence care 
decisions? Do decisions made in one department, such as claims, affect operations in 
other departments, such as customer service? 

It is worth noting here that as consumers become more engaged in their own health 
care, they also are demanding information on quality and cost, and this demand for 
transparency is likely to rise substantially in the near future. Health care technology 
experts can more quickly adjust systems and output to meet volatile intelligence needs.

3. Simplification 

Operational paradigm shifts along with membership migration under the ACA have 
given payers a reason to keep their operations as simple and clear-cut as possible: the 
consumer. Keeping the individual pont-of-sale interface simple is important because 
if the consumer trying to buy from a plan does not have a good first impression, that 
consumer will go elsewhere. As such, plans need to look to technology to simplify tasks 
and functions across traditional benefits administration as well as to advance multi-
channel interaction with consumers based on their preferred communication medium.

Further, payers increasingly are under pressure from consumers to provide à la carte 
pricing and tailored health plans. Accordingly, plans need agile system technology 
both to customize benefit plans based on consumer preferences and to drive auto-
adjudication rates, which help to keep rework and manual processing costs down. 
Plans also need to ensure that auto-adjudication practices align with the terms of their 
contracts — failing to adjudicate according to contracts can be a source of significant 
lost revenue. More and more, plans must be willing to sacrifice certain plan attributes or 
functionalities to achieve simplicity. 

4. Scalability

Health plan benefits administration is cyclical.  Plans competing in Medicare, Medicaid, 
commercial markets and dual-eligible markets need to be able to react to change in 
all business processes, e.g., enrollment, customer acquisition and retention, customer 
service and sales. As such, there must be strong alignment between business and 
technology to respond to the cycles. For example, there is a short window to close a sale 
and do enrollment verification, which is a highly regulated process. If a plan’s technology 
is not aligned to the business, its systems may not be able accommodate fluctuations in 
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performance being demanded by this process, and plans will not be able to capitalize on 
new markets. Plans also need to know if and when adding new complexity to existing 
systems will cause the systems to crack under the load. 

As new business models take hold, plans also need to feel confident that they can 
take on the new challenges imposed by these models. As noted in CIO recently, this is 
no small task for the CIO, whose plan is participating in an ACO: “Convince multiple 
groups with no history of cooperation to share data, overcome massively disparate 
systems, launch a big data analytics operation and, for an added degree of difficulty, 
meet a government imposed deadline.”4

Further, many new reimbursement business models require a well-oiled machine that 
can proactively respond to population and market changes. 

5. Robust infrastructure

Even with tight budgets, plans must ensure that their technology foundation needs for 
a core data center, power, cooling, network and computing, and stability and disaster 
recovery components are being met. To get to that point, the technology and business 
units need to work together toward a common goal: building stability and success from 
the ground up, while building in flexibility to adapt to evolving business changes.

Plans also should ensure that their strategies are robust. CIOs no longer can devise a 
technology solution for one requirement in a vacuum — instead they need to look at 
the solution’s impact across the entire organization. 

Moving forward

In today’s fast-paced environment, plans do not have the time or money to 
make mistakes or to invest in the wrong technology. Further, to fund technology 
improvements that support new business models, plans need to streamline operations 
and drive costs out of their organizations. 

As previously noted, one way to achieve these goals is through outsourcing. Working 
with a health care technology consultant, plans can obtain an objective look at where 
they fit into the health care market environment and what their strategy should be 
to become successful in specific markets. Payers can also capitalize on consultants’ 
comprehensive experience, technology and staffing resources, and lessons learned in 
prior payer engagements. Specifically, health care technology consultants can: 

•  Provide plans with a strong business case for re-engineering;

•  Drive down operational costs and use savings in one area, such as payment integrity, 
to fund IT expenditures

•  Improve operations with minimal or no capital expenditures

•  Allow plans to make bold moves with less risk

•  Insure relevancy with strong business-to-consumer capabilities

•  Help plans embrace their evolving business model using a global perspective

The selection criteria for effective partners should include outsourcing companies that 
know and have experience with the intricacies and interdependencies of the health 
care setting. Payers also should look for partners that can go beyond recommending 
product-based solutions to contributing to strategic business planning for both 
technology and overall business goals. IDC Health Insights states that health care reform 
is currently the key driver for payers to engage IT consultants and notes that health 
plans are voicing a desire for better strategic engagement from consultants.5 

By relinquishing ownership of the 
infrastructure strategy — and shared the 
risks of the changes — health plans can 
focus on their core competencies. As a 
result, health plans are in a better position 
to compete, meet mandatory requirements, 
alleviate cost pressures and improve 
relationships with business partners.
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In a recent Optum poll, IT respondents listed operating expense/budget pressures 
and unfunded regulatory and compliance mandates as the top two challenges they 
are facing. However, plans do not have to face these challenges alone, and may 
reap additional benefits by taking advantage of outsourcing partners’ expertise and 
economies of scale. 

Ultimately, plan executives and CIOs need to work together to transform technology 
from an inhibitor to an enabler. Using an outsourcing partner can help them create 
efficiencies, free up capital to make positive changes, take a strategic look at where in 
the market and under which model a plan would be most successful, and determine 
which technology approach advances this strategy. 

The clock is ticking. Plans need to take action now to remain or become major players 
in the new health care landscape. Those plans that are slow to move or that make 
mistakes that run up both hard and soft costs can probably count on losing market 
reputation and market size. 

By focusing on their core competencies and allowing outsourcing partners to 
manage specific technology services externally, plans can embrace this opportunity to 
modernize, meet the demands of a changing health care paradigm and segue to new 
reimbursement models with full information and relative ease.

Case study: Optimizing 
application services

A health plan faced the challenge of 
managing multiple groups of business 
that it had acquired. Each business unit 
was being operated independently and 
going in different directions, which meant 
the plan was not getting the value out of 
delivering application services. 

Optum consultants saw this scenario as a 
catalyst to better optimize and grow the 
environment by looking at the business 
holistically and in a transformative manner. 
As a result of Optum efforts, the health 
plan was able to realize the following 
benefits:

•  Integration of more than 2,000 resources 
in the past five years

•  Improved resource availability, reduced 
contractor reliance and increased 
billable time through common 
technical capabilities

•  Overhead reduction of 9 percent across 
impacted resources

•  Improved offshore mix to 70 percent 
offshore while maintaining service level 
agreements and reducing year after 
year hours
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About Optum Technology Services
Optum Technology Services is an experienced consultancy dedicated to the health care market 
which helps plans gain affordable access to leading health care IT expertise and modern 
technology, including: 

•  Application Development — blended shore delivery model for proprietary, third-party applications, 
repeatability that increases speed to market and reduces costs, Centers of Excellence and 
Communities of Practice;

•  Application Support — ongoing application management outsourcing services, application services 
for commercial and Optum applications, best-in-class testing methodologies and services; and

•  Technology Infrastructure Services — reducing client investments in infrastructure and staffing, 
full operations and management of core network, hosting, computing, storage and security 
infrastructure.


