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Background

Administrative health care transactions were mostly paper-based prior to the Health Insurance
Portability and Accountability Act of 1996 (HIPAA). Before HIPAA, payers and providers used nearly
100 proprietary standards for electronic data interchange (EDI).! While use of technology created
efficiencies, the benefits were limited due to the number of standards that existed. HIPAA was
transformative as it standardized EDI and placed requirements on the secure transmission of
administrative information between payers and providers.2

EDI is a very mature technology; there haven’t been any major changes to the existing standards in
more than a decade. EDI helps keep administrative health costs at affordable levels while improving
the quality of data exchanged. Adoption is generally viewed as a cost of doing business with a greater
benefit for payers than providers. In 1996, the Maryland Health Care Commission (MHCC) adopted
regulations3 that require payers to report census-level EDI data to MHCC. This information is used
to identify strategies to advance EDI statewide.

EDI Progress

Medical EDI (hospitals and physicians) among government payers exceeds private payers (Table 1).
This is largely due to complex benefit designs of insurance plans by private payers that frequently
require hard copy supporting documentation, such as medical records, to process a claim.# Providers
routinely submit these claims with attachments on paper. Dental EDI trails medical by nearly 15
percent on average (Table 2), and continues to grow as payer efforts to promote its use have
increased in recent years.

Opportunity exists to increase EDI activity statewide. The use of paper is not only inconvenient, it
can also be costly.> Continued private payer EDI growth is anticipated; although, its rate is unlikely
to parallel government payers in the near future. Dental payer EDI promotion strategies center on
achieving greater operational efficiencies through automation.

Table 1. Medical EDI Claim Activity

Percent EDI
2016 2017 2018
Private 94.5 95.6 95.6
Aetna 92.5 93.9 94.5
CareFirst 95.2 96.2 96.6
Cigna 95.0 95.9 96.3
Kaiser 94.7 81.0 90.0
United HealthCare 92.1 95.4 92.2
Government (Medicare & Medicaid) 98.9 98.8 98.7

Payer




Table 2. Dental EDI Claim Activity

Percent EDI
2016 2017 2018
Private 66.7 70.7 73.8
Aetna 66.4 69.0 71.6
CareFirst 69.8 76.1 81.2
Cigna 68.5 71.2 73.5
Delta 63.4 66.7 69.7
United Concordia 66.1 69.2 72.7
Government (Medicaid) 85.6 88.5 88.9

Payer

Electronic Health Networks

Electronic health networks (EHNs or clearinghouses) function as an intermediary between a
provider’s financial management system and a payer. EHNs facilitate EDI of claims and other
electronic transactions, verify the accuracy of claims submitted, and report errors identified during
the data cleaning process to providers. Clearinghouses are required to comply with HIPAA, and must
be MHCC certified to operate in Maryland.6

Safeguarding Data

Protecting against breaches requires robust system analysis and vigilance. Nearly all payers and
clearinghouses complete a Service Organization Control (SOC) 2 Type 2 audit.” A SOC 2 helps an
organization improve its business operations, and focuses on principles established by the American
Institute of Certified Public Accounts that relate to security, availability, confidentiality, privacy, and
process integrity.
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