


Benefit administration and 
care coordination is complex

Cost of benefit administration
is a drag on the US economy

Benefit administration is complex and 
involves multiple stakeholders. Effective 
administration of healthcare and benefits 
requires coordination and collaboration 
among a multitude of stakeholders with 
different roles and capabilities, resulting in 
a lot of cost and friction for:

Coordinating benefits, care and payments 
across multiple stakeholders is a challenge in 
the best-case scenario. It is more complex 
than it has to be due to the dependence on 
centralized systems. The pervasive approach 
to IT systems in healthcare is based on 
expensive infrastructure, duplicative func-
tionality and systems that operate as silos of 
data and logic. 

We will examine how the current healthcare 
and benefits administration model is not 
working for most people, how centralized IT 
systems contribute to cost and impede coor-
dination of care and how consumer is effec-
tively disintermediated. And we will present 
an alternative approach to coordination  and 
administration of healthcare and benefits.

•  Individuals and families
•  Care providers
•  Labs, pharmacies, care facilities
•  Employers
•  3rd party administrators
•  Civic organizations
•  Government agencies

Healthcare represents one of the largest segments of the US economy and affects every 
single individual and employer in the country. At one point or another in their life, every 
citizen needs medical care and must pay part or all of the costs. 

Federal government spends hundreds of billions of dollars each year to provide healthcare 
to senior citizens and members of armed forces. It also spends hundreds of billions more for 
every state government to provide care and other benefits to those in need, via programs 
such as Medicaid, CHIP and other social programs. Employers spend billions in cost sharing 
for healthcare with their employees. 



The total annual bill for federal, state and employer 
sponsored insurance is staggering. The annual cost of 
healthcare in the US is now more than $3,200 Billion

Take a look at charts below on healthcare costs and how the money is spent.

Health expenditure,
total (% of GDP)

The U.S. Spent $3,205.6 Billion
on Health Care in 2015. Where Did It Go?
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•  32.3%  $ 1,036.1  Hospital Care 

•  15.7%  $502.8  Physician services

•  14.8%  $476  Other personal health care

•  10.1%  $324.6  Prescription Drugs

•  6.6%  $210.1  Net cost of health insurance

•  4.9%  $156.8  Nursing care facilities

•  4.8%  $154.7  Investment

•  4.1%  $132.1  Clinical services

•  2.8%  $88.8  Home health care

•  2.5%  $80.9  Government public health activities 

•  1.3%  $42.6  Government administration
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3.2 trillion and growing
by $50-75 billion annually 

Current process of benefit
administration does not work for most 

As a percentage of GDP, the healthcare costs are fast approaching 20%, dwarfing most 
of other economies in the world. 

While these numbers are staggering, the even bigger problem is that significant 
percentage of this amount is spent on stuff other that delivering care to patients. The 
cost arising from administrative processes, cost of fraud, waste and abuse and cost 
resulting from over utilization and poor care coordination add up to a very large piece 
of this total amount. Research estimates are that inefficient model of healthcare admin-
istration in the US costs between 15-30% of the total spend. 
Think about it.

15-30%
of 3.2 Trillion
each year is lost to 
inefficiency, over 
utilization, fraud 

and waste.

Above and beyond the cost and waste, the process of using 
benefits is one of the most unpleasant experiences of daily life 
in the US.

The process requires consumers to deal with opaque 
terminology and processes, such as eligibility, covered benefits 
and pre-authorization, while providing zero price transparency. 
Consumers are constantly at risk of economic hardship arising 
from medical bills. In short, the process is inefficient and 
ineffective.

Employers are hardest hit by the constant cost inflation of 
healthcare benefits for their employees. Each year, employers 
dread the cost inflation that forces them to adjust benefit 
packages, shift more burden to employees or impair the 
profitability and competitiveness of the company.

Clearly, benefits are no longer serving society. Rather society is 
in perpetual debt to a model that no one seems to understand 
and even fewer like.



Current user experience is
complex and intimidating

Call insurance company 
to get deductible and 
coverage information

Download provider 
directory from insurance 
company website
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Call for availability  
and schedule 
appointment

Collect past medical 
records and prescriptions

At the doctor’s office, 
sign multiple consents

See doctor, get diagnosis, 
prescription, referral for 
specialist visit

Go to pharmacy 
to get medicine

Call to schedule lab test 
and specialist visit

Coordinate all parties and 
make sure everybody has 
all necessary information

Visit specialist with 
prescription, clinical 
records, lab results

Set up follow up 
appointment with
the doctor

Go see the doctor
for final diagnosis and 
treatment

Handle rain of bills 
from the doctor, lab 
and specialists

Make payments from 
your FSA, HSA, HRA 
and personal accounts

Call insurance company 
to make sure deductible 
is properly adjusted

Decipher EOBs written
in alien language to figure 
out how much you owe, 
to whom and why

Visit lab, 
get tested

Find suitable 
doctor 10
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A better approach is
needed and is possible.

Take a look at what typically happens when 
someone gets sick and needs to coordinate care:



1. Eligibility information is inaccessible to 
everyone except centralized system owners. 
Those who have commercial insurance and 
need services have to repeatedly call the 
insurance companies to verify eligibility, 
enrollment and benefit information and are 
totally reliant on the accuracy of their 
systems.

4. The cost of maintaining these centralized 
systems is staggering. Most benefits and 
care systems are highly complex and rigid in 
terms of computing environment, data, 
processes and logic. Their complexity leads 
to high costs, single vendor control and nev-
er-ending frustration for users who want to 
deliver effective and efficient care to the 
people the system is supposed to serve.

5.  A huge portion of the inefficiency, dupli-
cation, fraud, waste and abuse are traceable 
to lack of data availability at the point of 
service.

6. Centralized benefit systems limit data 
sharing to narrow and pre-defined views of 
what needs to be shared by whom to whom 
and restrict your access to your own data.

2. Centralized systems fail us in another 
significant way — their inflexibility. These 
systems are designed to serve large groups, 
and not individuals. Whenever a complex or 
unique situation arises, benefit administra-
tors and care providers struggle to manage 
the “case” because system designers did not 
envision nor build the flexibility to handle a 
non-standard situation.

3. The centralized benefit systems are data 
silos that are designed to keep people out 
and data secure, instead of providing real 
time access to data for care coordination and 
improved outcomes.

The current benefit administration model suffers from the following 
key limitations that result in very high financial and human costs to 
patients, taxpayers and society:

Centralized system silos contribute
to high cost and poor user experience

Cost of benefit 
administration

Quality of user
experience



It is possible to implement a decentralized administration platform based on 
distributed, but verifiable ledgers offered by Blockchain and smart contracts 
that define and manage relationships between stakeholders. Such a platform 
would implement smart contracts to handle enrollment, eligibility, pricing and 
payment, and also be able to review and reconcile every transaction. The evo-
lution and convergence of innovative technologies, such as Blockchain, smart 
contracts and cloud computing, makes this possible. 

Transparent decentralized
administration is possible 

A decentralized administrative platform can be
designed to achieve the following:
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Transparency among all parties 
needed to properly administer

care and benefits

An immutable record of every
benefit and transaction

Adaptability to handle evolving
regulation and compliance

Accessibility at point of need
and points of service

Full control and audit
over access to information

Customizable benefit model for 
individual, family and program

Extensibility and adaptability to 
different models of care delivery

and payments
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Decentralized model can redefine
healthcare administration
Consider the impact of a decentralized approach on healthcare
processes, cost and on each of us, on our society and our economy:

Immutable, indisputable, error-free verification of 
what services an individual is entitled to, based on 
the unique situation. A person will always know 
definitively, what s/he is entitled to, and so will the 
care provider. Insurance companies will not need to 
maintain huge call centers to “handle” inquiries 
from “beneficiaries” and providers. The American 
Medical Association identified this as a key driver 
of administrative burden on providers nationwide .

Instant eligibility verification
Ability to sign and publish “smart care applications” 
that address the unique situation and needs of the 
individual or family.  Appropriate responsibilities are 
assigned to all parties involved. In other words, a 
person will not be labeled and treated as a demo-
graphic, a statistic, a population segment or a 
program beneficiary. Individualized and effective 
care contracts can be issued for every individual and 
family without breaking the administrative, clinical 
or economic systems.

Individualized care

Eliminate single vendor control and dependency for 
maintenance, enhancement and operations. Smart 
care contracts can and will replace centralized bene-
fit administration with a distributed and immutable 
record.

Decentralized systems
To drive better results. A care “wallet” can collect, 
organize and distribute health and administrative 
data, a long awaited and desperately needed 
convergence. This process will lead to better 
outcomes at lower costs for consumers,employ-
ers and taxpayers. “Wallet” holder will always and 
instantly have access to every medical, lab, thera-
peutic and financial transaction. This conver-
gence of data will reduce duplication of services, 
unnecessary costs and care delays.

Convergence of clinical and
administrative data

A decentralized system will accurately determine 
and pay who should be paid, eliminating duplicate 
payments while limiting fraud, waste and abuse in 
the care and benefit delivery systems. The system 
should analyze not only transactions but also 
relationships between stakeholders

Fraud, waste and
abuse elimination 

There is no reason for the conflict between data 
security and transparency to exist. The fundamental 
nature of smart contracts is that they are always on, 
always verifiable and immutable. These features 
create a pathway to full transparency, access control 
and verification, and replay of every transaction.

Accountability and transparency 



A decentralized platform that synchronizes stakeholders can 
deliver better outcomes and lower costs by providing timely
and accurate information and achieve the following goals:

Blockchain and smart contracts can remove many of the barriers to data 
portability and data ownership. These distributed but verifiable ledgers 
free data from centralized ownership and move it to individual ownership 
where it belongs and where it is most useful and effective.

Final note: The impact of immutable ledgers, intelligent care tokens and 
smart contracts on healthcare administration and care coordination 
would be profound and not fully quantified or understood at this stage. 
Without a doubt, it will redefine everything we know about stakeholder 
roles, data ownership and user experience.

We can improve transparency,
accountability and user experience

Make benefit administration lifecycle
transparent, effective and accountable

Shift administrative logic out of centralized 
systems to edge applications

Create transparency between patient, doctor, 
lab, pharmacy and others

Optimize utilization and improve outcomes 
through real-time coordination
of all stakeholders

Eliminate waste and duplication, and
effectively fight fraud

Allow benefits to be personalized to the 
needs of the individual and family

Reduce current 15-30% administrative
costs half or more

Enable employers and government to
effectively manage benefits for their
citizens/employees



Imagine a world where all benefit administration is 
decentralized and verifiable when needed without 
middle-men interpreting and “managing” benefits 
for you.

Imagine a world where you don’t need to call 
insurance company to verify your insurance or 
covered benefits.

Imagine a world where you know how much it will 
cost before, not months after.

Imagine a world where the doctor does not need 
to wait days or weeks to find out how much the 
payment for his services will be. 

Imagine that all your information is under your 
direct control and yet immediately accessible to 
anyone you want to give access to.

Imagine a world where all your medical history 
is readily accessible and completely secure, so if 
anyone tries to access it without permission, 
you will immediately know and stop it.

Imagine a world where it is almost impossible to 
commit fraud or charge more than is fair.

Imagine a world where the cost of administration 
is hundreds of billions less than today while 
delivering better results for each one of us and 
for our children.

Imagine a world where all information is secured in 
accordance with privacy and data security laws.

Centralized system silos contribute
to high cost and poor user experience

It is time for action, for the sake
of families and our economy

Imagine a world where we as a country are not spending twenty 
percent of our annual $3.2 trillion healthcare costs on something 
that brings zero value to citizens, employers and taxpayers.

Human savings in terms of avoidable suffering, faster
recovery to health and full employment are immeasurable.

The current model is rife with fraud, waste and abuse. Research by health economists 
reveal that between 15-30% of the annual cost of Medicaid is lost to administration, IT 
system maintenance, overutilization, overbilling, waste, process inefficiencies and outright 
fraud. That is 15-30% of $500+ billion dollars spent on tasks other than meaningful care, 
each year. 

We can eliminate billions of dollars of annual cost by decentralizing systems and effectively 
coordinating care and benefits. A decentralized platform based on immutable ledgers, such 
as Blockchain and smart contracts, can eliminate the window of opportunity for fraud. And 
it can optimize utilization while delivering better care and outcomes for citizens around the 
world. 
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Historical NHE, 2015
• NHE grew 5.8% to $3.2 trillion in 2015, or $9,990 per person, and accounted for 17.8% of Gross
Domestic Product (GDP).
• Medicare spending grew 4.5% to $646.2 billion in 2015, or 20 percent of total NHE.
• Medicaid spending grew 9.7% to $545.1 billion in 2015, or 17 percent of total NHE.
• Private health insurance spending grew 7.2% to $1,072.1 billion in 2015, or 33 percent of total NHE.
• Out of pocket spending grew 2.6% to $338.1 billion in 2015, or 11 percent of total NHE.
• Hospital expenditures grew 5.6% to $1,036.1 billion in 2015, faster than the 4.6% growth in 2014.
• Physician and clinical services grew 6.3% to $634.9 billion in 2015, faster than 4.8% in 2014.
• Prescription drug spending increased 9.0% to $324.6 billion in 2015, slower than the 12.4% in 2014.
• The largest shares of total health spending were sponsored by the federal government (28.7 percent) and the house-
holds (27.7 percent).   The private business share of health spending accounted for 19.9 percent of total health care 
spending, state and local governments accounted for 17.1 percent, and other private revenues accounted for 6.7 percent.

Appendix A: National Health
Expenditure Fact Sheet (CMS)

Projected NHE, 2016-2025:
• National health spending is projected to grow at an average rate of 5.6 percent per year for 2016-25, and 4.7 percent 
per year on a per capita basis.
• Health spending is projected to grow 1.2 percentage points faster than Gross Domestic Product (GDP) per year over the 
2016-25 period; as a result, the health share of GDP is expected to rise from 17.8 percent in 2015 to 19.9 percent by 
2025.
• Throughout the 2016-25 projection period, growth in national health expenditures is driven by projected faster growth 
in medical prices (from historically low growth in 2015 of 0.8 percent to nearly 3 percent by 2025). This faster expected 
growth in prices is partially offset by projected slowing growth in the use and intensity of medical goods and services.
• Although the largest health insurance coverage impacts from the Affordable Care Act’s expansions have already been 
observed in 2014-15, the insured share of the population is projected to increase from 90.9 percent in 2015 to 91.5 
percent in 2025.
• This expectation is mainly a result of continued anticipated growth in private health insurance enrollment, in particular 
for employer-sponsored insurance, during the first half of the decade in response to faster projected economic growth.
• Health spending growth by federal and state & local governments is projected to outpace growth by private businesses, 
households, and other private payers over the projection period (5.9 percent compared to 5.4 percent, respectively) in part 
due to ongoing strong enrollment growth in Medicare by the baby boomer generation coupled with continued govern-
ment funding dedicated to subsidizing premiums for lower income Marketplace enrollees.
• National health spending growth is projected to have decelerated from 5.8 percent in 2015 to 4.8 percent in 2016 as 
the initial impacts associated with the Affordable Care Act’s major coverage expansions fade. Medicaid spending growth 
is projected to have decelerated sharply from 9.7 percent in 2015 to 3.7 percent in 2016 as enrollment growth in the 
program slowed significantly. Similarly, private health insurance spending growth is projected to have slowed from 7.2 
percent in 2015 to 5.9 percent in 2016 (also largely attributable to slowing expected growth in enrollment).
• Health spending is projected to grow 5.4 percent in 2017 related to faster growth in Medicare and private health 
insurance spending.
• Health expenditures are projected to grow at an average rate of 5.9 percent for 2018-19, the fastest of the sub-periods 
examined, as projected spending growth in Medicare and Medicaid accelerates.
•Through the second half of the projection (2020-25), increasing medical prices are offset by projected decelerations in 
growth in the use and intensity of medical goods and services, leading to average growth of 5.8 percent per year for 
national health expenditures.


