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EEDDII   OOvveerr vviieeww  
Electronic data interchange (EDI) was developed in the 1960ôs to harmonize computer systems within and across organizations.  EDI allows the electronic exchange 

of information in a standard format, with the purpose of decreasing the use of paper.
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  EDI has since grown from supporting simple business transactions to providing 

a wide range of benefits for many industry sectors, including health care.  The health care industry uses EDI for indirect patient care administrative transactions, 

which create efficiencies in the reimbursement process.  The Administrative Simplication provisions of the Health Insurance Portability and Accountability Act of 

1996 (HIPAA-AS) established health care transaction standards and code sets for non-clinical transactions.
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EDI has become an essential application in health care and serves as the foundation by which clinical transactions are developed to support the exchange of electronic 

health information.  One of the standard administrative transactions defined by HIPAA-AS is the electronic claim, which is used by providers to submit charges to 

third party payers.  According to a 2006 survey conducted by Americaôs Health Insurance Plans, or AHIP, the average cost to process an electronic claim is 

approximately 85 cents as compared to nearly $1.58 to process a single paper claim.
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  EDI can help to decrease administrative expenses for payers and providers by 

allowing providers to submit claims more efficiently through a standardized, electronic format.
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COMAR 10.25.09, Requirements for Payers to Designate Electronic Health Networks, requires payers with a premium volume of approximately $1 million or more 

to submit census information on their use of administrative transactions to the Maryland Health Care Commission (MHCC) annually.  MHCC uses this information to 

develop an industry brief on the adoption of EDI among payers and providers in Maryland.  The 2008 EDI: Administrative Transaction Review assesses information 

from 39 private payers, which includes six large private payers (Aetna, CareFirst, CIGNA, Kaiser, MAMSI, and UnitedHealthcare), Medicare and Medicaid, and the 

seven Medicaid HealthChoice Managed Care Organizations (MCOs).  The 2008 EDI reporting payers are listed at the end of this review and can also be found on the 

MHCC website at: http://mhcc.maryland.gov/edi/2008_Administrative_Transaction_Review-Reporting_Payers-0109.pdf. 

 

 
 

MM aarr yyllaanndd  EEDDII   AAcctt iivvii ttyy  OOvveerr vviieeww  ((%% ))    

Provider Type 

Government Variance Private Variance Total Payers Variance 

2006 2007 Gain/(Loss)  2006 2007 Gain/(Loss)  2006 2007 Gain/(Loss)  

Practitioner 87.6 89.3 1.7 74.1 77.0 2.9 80.0 82.3 2.3 

Hospital 91.2 92.2 1.0 81.0 83.1 2.1 85.7 87.3 1.6 

Subtotal 88.0 89.6 1.6 74.8 77.6 2.8 80.6 82.8 2.2 

Dental 33.2 44.8 11.6 34.9 36.6 1.7 34.7 37.3 2.6 

Total 87.3 88.9 1.6 72.3 75.4 3.1 78.5 80.8 2.3 
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DDiissttrr iibbuutt iioonn  ooff   22000077  TTrr aannssaacctt iioonn  SShhaarr eess  

Electronic claim transactions accounted for more than four times the number of paper claims for all practitioner and hospital transactions.  The shares of practitioner 

and hospital electronic claims nearly doubled the other non-claims transactions received by payers.  This suggests that transactions used in the reimbursement process, 

such as the eligibility verification transaction, may be under utilized as these shares should be more closely aligned.  The increased use of the eligibility  transaction 

dramatically increases the probability that electronic claims will be paid correctly and that the claim will not be denied due to ineligibility.  Approximately 24 percent 

of pended claims are related to coverage issues.
5
 

In 2007, payer and provider shares of electronic claims were comparable with the figures reported in 2006.  Practitioners outnumber hospitals in overall volume and 

submitted almost nine times the number of transactions as hospitals.  The six large private payers continue to dominate claim shares among private and government 

payers, accounting for almost half of all electronic transactions.  
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PPrr iivvaattee  aanndd  GGoovveerr nnmmeenntt   PPaayyeerr   EEDDII   

Private and government payer EDI has continued to increase since the October 2003 implementation of the HIPAA Transactions and Code Sets (TCS) standards.  EDI 

for Medicare and Medicaid has continually outpaced private payers.  Private payers frequently require that supporting documentation be submitted with the claim, 

which causes providers to submit the entire claim on paper to avoid reimbursement delays.  These delays are associated with payers matching electronic claims with 

paper documentation.  The continued increase in EDI is attributed to payer and provider efforts to maximize administrative efficiencies gained through the increased 

use of technology.  Practitioners submit a larger volume of electronic claims that results in a significantly greater share as compared to hospitals.  Hospitals, however, 

submit a higher percentage of claims electronically, and the total percentage of hospital EDI exceeded the total practitioner EDI by 5 points in 2007. 
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