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Health plans face a growing dilemma: their small-group 

business suffers from stagnant growth year after year. 

Businesses employing between two and 50 people generally 

“shop” for competitive bids every year and switch carriers 

every three years. Such high turnover compounds an already 

challenging barrier: an inefficient underwriting process that 

impedes growth.  

The time-consuming, manual processes necessary to 

complete individual employee health questionnaires result 

in only 10 percent of initial quotes leading to medical 

underwriting—that means 90 percent of prospects never 

receive a final rate. Errors and omissions in questionnaires 

also mean that underwriting decisions can be based on 

inaccurate health profiles, undermining the integrity of  

the quote.

Time for a Transformative Approach
Methodologies are now available to speed the time to a 

final quote from 10 days to 10 minutes; to replace reliance 

on volunteered medical histories with access to objective 

risk assessment data; and to determine rate quotes with a 

standardized automated algorithm rather than a variable 

decision-making process.  

Taking a look back at the home mortgage industry in 1995 

remains instructive for today’s health plan executive: 

Prior to 1995, getting a mortgage in the United States 

involved completing extensive paperwork, with an 

application approval procedure that took days or even 

weeks. It was a manual, pen-and-paper process built on 

subjective judgment and variable criteria. The numerous 

steps entailed created a barrier to certain types of borrowers 

and certain products—particularly refinancing.

In the mid- to late ‘90s, the mortgage industry experienced 

dramatic change as automated underwriting (AU) 

technologies began to be applied to traditional, paper-

intensive workflows. Accordingly, early adopters of this 

movement—in particular, secondary lenders Fannie Mae and 

Freddie Mac—experienced accelerated growth through the 

thoughtful deployment of AU, which:

n	required minimal information from consumers;

n	was built on objective credit scores and scientifically 

	 managed criteria;

n	was completed on near real-time basis;

n	increased the size of a consumer market and drove growth 	

	 in an industry.

These same general principles— increasing speed, ensuring 

greater accuracy, and ultimately giving more people the 

opportunity to buy a home—are analogous to today’s small-

group medical underwriting dynamics.

Critical Elements for Success
Reinventing the medical underwriting process will enable 

health plans to grow their small-group business by capturing 

a significant portion of that revenue that is currently lost. 

Three elements help facilitate this technology-based solution

Data: Prescription Profiling 
A proprietary prescription profiling methodology is now 

available to deliver a small group’s medical profile online 

within minutes. Compiled from data electronically retrieved 

on a group’s members from multiple sources, these profiles 

convey the detailed prescription drug claim and insurance 

eligibility information included in most members’ five-year 

pharmaceutical benefit history. In addition, it includes their 

prescribing physicians and possible diagnoses, eliminating 

the reliance on health questionnaires.

Exacting security measures in the authorization and 

transmission of applicant data must maintain strict 

adherence with U.S. privacy and confidentiality regulations 

governing protected health information, including the Health 

Insurance Portability and Accountability Act (HIPAA).

Analytics: Predictive Modeling 
This technology takes the detailed medical information 

provided by prescription profiling, combines it with 

additional claims-based findings, and checks them against 

a class of analytic tools (predictive models) to forecast that 

group’s future need for medical resources. 
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Predictive modeling technology allows underwriters to 

quickly segment populations into measurable risk pools by 

disease or condition to better ascertain future risk. The result 

of the predictive model is a prescription-based risk score that 

quantifies the group’s future risk.

Technology: Automated Rating 
The automated rating engine utilizes the prescription-based 

risk score in conjunction with additional rating factors to 

generate a final medically underwritten quote without 

manual intervention.

Health Plan Return on Investment
Simulated automated underwriting processes suggest that 

a health plan can experience a return on investment of 3:1 

by automating 50 percent of a health plan’s small group new 

business quotes. Specifically, Ingenix customer beta findings 

indicate that a health plan can increase the number of sold 

cases by 43 percent and increase revenue by 2 to 5 percent.  

In fact, focus groups and simulations demonstrate that a 

technology-enabled system can improve issuance speed 

from 10 days to 10 minutes; issuance accuracy from .1R2 

to .23 R2; and issuance rate from 10 percent to 55 percent. 

Thirty months of claims and enrollment data were examined 

to perform multiple simulations, studies and focus groups

Proof of Concept
Ingenix found that a technology-enabled system took the 

time required to obtain a final rate quote from 10 days to 10 

minutes; increased the accuracy of the final rate quote; and 

increased the number of small groups receiving a final rate 

quote from 10 percent to 55 percent. Suddenly, what had 

been a three-step process turned into a single-step process. 

Conclusion
Since small-group premiums can constitute 40-plus percent 

of a carrier’s revenue, the challenges inherent in traditional 

medical underwriting—lack of speed, inaccuracy, and a low 

issuance rate—greatly impact the overall growth and success 

of the entire plan.   

 An underwriting methodology with real-time capabilities 

affords health plans the opportunity to drive profitable 

growth by simplifying their underwriting process. It 

increases underwriting accuracy so health plans can realize 

this profitable growth without lowering their rates. This 

innovative way of doing business increases the speed 

and accuracy of the underwriting process as well as the 

opportunity to buy, while allowing health plans to organically 

grow their membership and increase revenue by 2 to 5 

percent, as per Ingenix findings to date.  
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