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The pursuit of efficiency is an ongoing

battle in insurance claims management.
Before the pandemic, there were promising
trends of decreasing cycle times, signaling
potential advancements in claims process-
ing. However, the global crisis not only
halted this progress but also cast a stark
light on the challenges faced by claims
professionals across the industry.

As businesses navigate the complex-
ities of P&C claims management,
they are confronted by four main
challenges: a looming workforce

gap, an escalating demand for
expertise in claims handling, the
need for cost savings and outcomes,
and legacy tech.

Together, these challenges pose
significant hurdles for enterprises,
requiring innovative solutions to
maintain competitiveness and
efficiency in an evolving landscape.

First and foremost, the workforce
gap presents a pressing dilemma.

The impending retirement of a sub-
stantial portion of the insurance work-
force, coupled with a lack of younger
talent entering the field, intensifies
the scarcity of skilled professionals.
Within the next 15 years, half of the
insurance workforce will retire, result-
ing in over 400,000 vacant positions.’

The growing need for expertise in
claims handling compounds the pre-
dicament. Escalating costs fueled by
increased litigation underscores the
imperative for a workforce equipped
with specialized skills to efficiently
adjudicate claims. The pace of tech-

nology adds another layer of com-
plexity, necessitating teams adept at
harnessing the power of digital tools
to streamline processes and drive
operational excellence.

Another issue is the need to appro-
priately measure cost savings and
outcomes. Most of the industry fails
fo measure outcomes correctly,
using simplistic metrics that do not
control for year-over-year fluctuation
in claims, causing many to become
disillusioned with claims tools after
feeling they were misled.

The tech gap also presents a barrier
to efficiency and cost-effectiveness.
Despite the potential of predictive
analytics and workflow automation

to revolutionize claims management,
the industry lags in its widespread
adoption. Currently, only 42% of or-
ganizations utilize predictive analytics
for insurance claims. The failure to
fully embrace advanced technologies
perpetuates inefficiencies and under-
mines the industry’s ability to opti-
mize resource allocation and mitigate

risk effectively.

"U.S. Chamber of Commerce “The America Works Report: Industry Perspectives,” June 1, 2021. 2Milliman “Industry survey: Tackling claims department challenges with Al,” March 19, 2024.

Enter: Artificial Intelligence (Al).

While proper human intervention
and structure is required, ultimately
Al has the potential to overcome
each of these challenges, offering
significant time and cost savings in
claims management and processing.
Don't let the chatter around Al today
inhibit your organization’s use of it.
Here’s how you can achieve claims
accuracy and efficiency with Al.

Benefits of leveraging Al
for claims processing

Using unstructured data and
large language models (LLMs)
in claims management can offer
many benefits.

® Reduced costs. According to
Milliman, the top 5% to 10% of
claims often account for 80%
of total costs, emphasizing the
significance of early identification
and intervention. For large enter-
prises, Al-driven cost reductions
can add up to millions annually.
In fact, Al-enabled claims triage
can reduce claim severity 3%
to 10%.2 By predicting high-cost
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claims early on, Al facilitates
proactive interventions, ultimate-
ly leading to improved claims
outcomes. Through features like
straight-through processing, Al
streamlines claims adjudication,
automating up to 60% to 70%
of claims, driving additional
cost savings.

® Enhanced data understanding.
Al unlocks the potential for
organizations to comprehend
their claims data at a granular
level, facilitating informed deci-
sion-making
and strategic
planning. By
leveraging
advanced
techniques
such as risk adjustment, Al nor-
malizes data to provide accurate
benchmarks and comparisons
across different time periods.
This nuanced understanding of
data enables claims profession-
als to identify trends, anticipate
future risks and effectively com-
municate insights to leadership,
enhancing organizational trans-
parency and accountability.

® Consistency improvements
and leakage reductions.
While attrition rates within claims

departments rise, Al offers the
ability to standardize and auto-
mate claims processing tasks.
By uniformly evaluating claims
and mitigating potential errors or
omissions, Al ensures consisten-
cy in decision-making. Additional-
ly, Al prevents leakage by
systematically analyzing claims
data and identifying areas of
potential loss. This proactive
approach enhances operational
efficiency and supports down-
stream activities such as predic-

...Al ensures consistency

in decision-making

tive analytics and benchmarking,
bolstering claims management.
Seamless technology
adoption. Al solutions specifical-
ly tailored to claims data can be
implemented quickly and pain-
lessly. Modern Al-powered claims
solutions are designed for ease
of integration, compatible with
diverse data formats and existing
IT infrastructure. This minimizes
disruption and facilitates rapid
adoption of Al technologies within

claims departments. Also, Al’s
scalability enables organizations
to start small and expand
gradually, harnessing capabilities
incrementally to drive wins in
both efficiency and accuracy.

ACTION ITEM: Using these benefits,
build out a business case for Al in
claims processing. Gain stakehold-
er buy-in now that will be critical to
future Al adoption.

Data and claims savings are
unlocked with AI features

The use of Al in insurance claims
management is proving to be a
transformative strategy for many
organizations. However, not all Al
tools are created equal. For one,
the efficacy of Al models hinges on
the quality, strength and accuracy
of your data. To effectively harness
Al in processing claims and drive
savings, look for key features and
functionalities in a comprehensive
solution. These include:

Benchmarking and

status indicators

A robust Al tool should offer
benchmarking capabilities to assess
claims against industry standards
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and business-specific goals. By
benchmarking claims and analyzing
factors such as probability of loss
time and attorney involvement, the
tool can provide insights and gener-
ate universal scores for each claim.
Additionally, real-time alerts can be
triggered to notify users of significant
developments or deviations from
expected outcomes.

Predictive modeling

To predict future outcomes,

organizations must harness
historical data. Whether it’s predictive
modeling to evaluate the potential
benefits of medical interventions or
flagging claims for pharmaceutical
evaluation based on medication
usage, predictive modeling can
anticipate outcomes and optimize
decision-making processes.

Straight-through

processing

Streamlining claims process-
ing with straight-through processing
eliminates the need for an adjuster
or underwriter to touch low-cost or
common claims, reducing processing
times and enhancing efficiency.
While this feature is still evolving,
forward-thinking insurance profes-
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sionals recognize its potential to
improve business operations and
enhance customer experiences.

Utilization of claim
narrative with Al
Effective utilization of Al

involves leveraging advanced

technologies like LLMs to analyze
unstructured data, such as claim nar-

ratives — one of the most impactful
innovations in claims handling. Unlike
simplistic keyword searches, sophis-
ticated Al tools can discern context-
ual nuances and accurately interpret
information, leading to more informed
decision-making and enhanced
accuracy in claims processing.

Notification of potentially

large/costly claims

Identifying and prioritizing
potentially large claims is key to
effective claims management.
Al- powered systems can analyze
data to flag claims that require
closer scrutiny, additional oversight
or are trending to be high-cost,
enabling claims professionals to
allocate resources efficiently.

Claims handling rules

and procedures

Al can help identify claims
that need attention and aid in estab-
lishing and refining claims handling
rules and procedures. By leveraging
claims trends based on a collec-
tion of data points over time, Al can
provide clear guidance to self-insured

businesses, claims professionals and
third-party administrators (TPAS).

ACTION ITEM: Look for these
essential features and capabilities in
your Al claims tools to pave a path
toward deeper understanding of
your claims data, more efficient
processing, and, ultimately, signifi-
cant cost savings.

Developing a unigque Al strategy
for claims management

Ultimately, developing an effective
Al strategy is not a one-size-fits-all
endeavor; it requires careful consid-
eration of your organizational
structure, existing processes and
available resources. Each organiza-
tion is unique and will have its own
set of challenges and opportunities
in partnership with Al.

So, what steps should you take to
embark on this journey?

First, it’s essential to assess your or-
ganization’s readiness and determine
whether Al is the right fit for your

needs. Investigate whether you have

the necessary data infrastructure in
place to support Al-driven initiatives.
While some roadblocks may exist,
they are often surmountable with the
right approach and expertise.

Timing is another critical factor. With
modern claims Al solutions, imple-
mentation can be swift, often taking
as little as eight weeks to get up and
running. While immediate cost sav-
ings may not materialize on day one,
establishing a clear strategy lays the
foundation for long-term success with
metrics embedded in the process

to measure both cost savings and
desired outcomes.

It’'s essential to continue monitoring
Al and iterate if needed post-imple-
mentation — an often-overlooked
part of the process. It not only allows
your organization to measure sav-
ings, but to update your models for
better problem solving and success.
Analytics should provide valuable
insights to guide tactical decisions on
individual claims and strategic plan-
ning for overarching trends.

Additionally, collaboration and com-
munication are essential elements
of a successful Al strategy. Engage
stakeholders across departments

to ensure alignment and buy-in and
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foster a culture of continuous im-
provement and learning. By lever-
aging Al as a tool for innovation and
optimization, claims organizations
can stay ahead of the curve and
drive sustainable growth in an ev-
er-evolving industry landscape.

Lastly, and perhaps most importantly,
is the quality of your data. Often,
organizations underestimate the
richness and potential of their data,
particularly the unstructured narrative
within claims, which can help your
organization obtain a more thorough

view of the cause of claims and

their resolution. Tapping into data’s
full potential can yield invaluable
insights. By harnessing advanced

Al technologies, organizations can
transform unstructured narrative data
into actionable intelligence, enabling
more informed decision-making and
strategic planning.

While the journey toward Al-pow-
ered claims management may pose
challenges, the rewards significantly
outweigh the investment. ~

Redhand Advisors is the leading
provider of consulting services and
market research for the risk manage-
ment technology (RiskTech) market.
Redhand’s mission is to support
organizations as they drive business
performance through improved risk
management, and to assist clients
make informed business and
technology decisions by providing
actionable advice, support, subject
matter expertise and in-depth knowl-
edge on the risk technology market.

The firm offers expertise in a broad
range of risk technology solutions
including: IRM, RMIS, Claims, GRC,
EH&S, Risk Pool Administration, Un-
derwriting and Al/Analytics platforms.
They support the entire system
lifecycle from system analysis, ven-
dor selection and implementation to
solution alignment and optimization.

Milliman is among the world’s

largest providers of actuarial and
related products and services. The
firm has consulting practices in
healthcare, property and casualty
insurance, life insurance and
financial services, and employee
benefits. Milliman Nodal uses Al and
machine learning to analyze
structured and unstructured claims
data to optimize claims performance,
identify at-risk claims, reduce costs
and more for self-administered
claims teams and TPAs. Founded

in 1947, Milliman is an independent
firm with offices in major cities
around the globe.
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