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Overview and abbreviated summary of key messages
(page 1 of 2)

The global healthcare payer BPO market grew at a healthy pace during 2012-2015, reaching ~US$5.5 billion in 2015. Stringent
regulatory compliances, increase in healthcare spending globally, and shift in industry characteristics (such as focus on value-
based care) are some of the key factors driving growth in the market.

Over the last three years, healthcare payer market withessed increased volume of work as well as rise in average ACV. Claims
processing continues to be the most outsourced and offshored process within the value chain. Technology-led solutions are
gaining traction in healthcare BPO, with platform solutions being the most preferred by the buyers. Also, evolved pricing models
such as transaction- or outcome-based pricing are gaining dominance.

With increasing adoption, impact of technology, and evolving pricing models, healthcare payer BPO is expected to evolve rapidly
in terms of scale, scope, and cost efficiency.

Some of the findings in this report, among others, are:

State of the e The healthcare payer BPO market continued to grow at a healthy CAGR of 15% during 2012-2015
market — Increasing adoption of outsourcing services due to an ever-changing regulatory landscape was the
key growth driver
e North America dominated the market, accounting for over 90% of the global healthcare payer BPO
outsourcing spend
— Adoption across other geographies, though prospective, is still very small at the global scale
e Contract renewal activity witnessed increased traction vis-a-vis new contract signings during 2014-2015
owing to buyer’s having a wait and watch approach awaiting expected political changes in the country
e Small buyers (revenue <US$5 billion) drove adoption of BPO services during 2014-2015
e In 2016, market expected to register a growth rate of 12-14%
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Overview and abbreviated summary of key messages
(page 2 of 2)

Drivers and e Increasing stringency of regulatory landscape and needs for compliance creating pressure on the

challenges profitability of healthcare payers, driving adoption of BPO services

e Large healthcare spending and increasing private play in countries such as Germany, France, the UK,
Japan, China, Brazil and Australia also driving traction in the global healthcare payer BPO market

e Focus on value-based care creating challenges for both providers and payers, creating demand for
BPO services

Healthcare payer e Average ACV of active contracts continue to increase, growing by ~12% during 2012-2015
BPO solution e Claims processing continues to be the most outsourced and offshored process within healthcare payer
characteristics BPO value chain, accounting for the bulk of FTEs deployed
e Output- and outcome-based pricing models commonly deployed in the BPO contracts
— Evolved pricing models such as transaction- or outcome-based pricing are expected to be dominant
in the future

Service provider e Healthcare payer BPO market is consolidated at top with the top three service providers accounting for

landscape ~60% of the market share by revenue

e Accenture is the only service provider to feature in the top three across each process outsourced in
healthcare payer BPO

e With expanding capabilities of service providers, the service provider landscape is expected to become
more competitive
— Robotic Process Automation (RPA) expected to play an impactful role in the future
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This study offers four distinct chapters providing a deep dive into

key aspects of the healthcare payer BPO service provider landscape;
below are four charts to illustrate the depth of the report

Market size Drivers and challenges
“ Deal activity expected to happen in H2, 2015
Size of healthcare payer BPO market S ) )
Revenue in USS$ billion @ CAGR (2012-2015) %% Projected CAGR §- s 3_ é Members Payers BPO service providers
o a
% $og
/’ 2 e Cheaper plans e Higher enroliment o Higher traction from smaller
— ® e Increased coverage e More competitive marketplace payers
o Mandatory enrollment/ threat of e Increased investmentto ensure e Need to invest beyond just claims
fines HIX compliance processing
o Minimal effect on conversion o Higher administrative costs o Opportunity to transition payer
e Delay in conversion impacts o Need for new syst t to own
population seeking healthcare e Staff retraining o Need for better trained staff to
optionsin an i { . i across provider handle ICD-10 standards
context network to ensure standardization
o Enhanced privacy and higher o Need to adhere to defined e Can help replace individual payer
on i of guideli that are consistent systems with an industry-wide
communications across the industry utility solution
o Avoids unnecessary disclosure e Promptresponse is a mandate e Enable the transition process to
of Protected Health Information in case of electronic claims ensure minimum hit, as payers
(PHI) upgrade from legacy systems
o Offers more control over o Need to manage customized o Help customize offerings based
privately funded insurance laws for each state on an underlying product
2012 2013 2014 2015 (E) 2016 (E) + Help comply with state laws
Healthcare payer BPO solution characteristics Service provider landscape
) ) ) Healthcare payer BPO market share
Technology solutions across Technology solutions across buyer size US$ million
healthcare payer BPO for healthcare payergPpO |
Average number of active contracts Percentage of total active contracts . .
Service provider | - -
B Platform  HM Augmentation M Tie-and-run B Platform  HM Augmentation M Tie-and-run . . : : Service provider H
Service provider G . . .
. . Service provider F
Service provider E
Large Service provider D
Service provider C
Service provider B
Medium
Service provider A
Small
2010-2011 2012-2013 2014-2015 2014 2015

Source: Everest Group (2016)
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Healthcare & Life Sciences BPS research calendar
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Additional BPS research references

The following documents are recommended for additional insight on the topic covered in this report. The recommended
documents either provide additional details on the topic or complementary content that may be of interest

1. Healthcare Payer BPO — Service Provider Landscape with PEAK Matrix™ Assessment (EGR-2016-12-R-1680); 2016. Driven by
ObamacCare, the market for third-party BPO in healthcare payer space continues to grow at a healthy rate. This report uses Everest
Group’s proprietary PEAK Matrix to assess and rate service providers on various dimensions of their capabilities. It also includes market
share analysis of service providers and Everest Group’s remarks on service providers highlighting their key strengths and development
areas

2. Healthcare Payer BPO — State of market with PEAK Matrix™ Assessment (EGR-2015-12-R-1367); 2015. Driven by ObamacCare, the
market for third-party BPO in healthcare payer space grew at a healthy rate in 2013. Greater demand for BPO services from the smaller
payers led to a slight shift in the buyer adoption. Also, growth of the claims management process was outpaced by several other
processes. Factors, such as rise of health insurance exchanges, increased regulatory governance, control of fraud, waste, and abuse,
and convergence of payers and providers, emerged as the key drivers shaping this market for the future

3. Contact Center Outsourcing (CCO) Market for the Healthcare Industry — Service Provider Landscape with PEAK Matrix™
Assessment 2014 (EGR-2014-1-R-1332); 2014. This report provides an overview of the Contact Center Outsourcing (CCO) market for
the Healthcare industry. The analysis includes market size and growth (forecast up to 2015), buyer adoption & scope trends, service
provider landscape, service provider positioning on the Everest Group PEAK Matrix, and assessment of the service provider delivery

capabilities
For more information on this and other research published by Everest Group, please
contact us:
Anupam Jain, Practice Director anupam.jain@everestgrp.com
Manu Aggarwal, Practice Director manu.aggarwal@everestgrp.com
Saurabh Verma, Senior Analyst saurabh.verma@everestgrp.com
Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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