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Introduction

Whether you’re an insurance carrier, third-party administrator, or self-insured company, the
claims process is only expanding in complexity. It's an expansion driven by any number of
factors, including a continual stream of new regulations, a rise in customer expectations for
speed and transparency, and the sheer volume and diversity of modern claims.

While that may weigh heavily on the minds and workflows of businesses in the insurance
sector, that very same complexity offers a remarkable opportunity. Using claims
management systems (CMSs) to streamline the process turns claims management, once
little more than an operational necessity, into a driver of organizational success and
profitability. Companies that get it right can find themselves with a huge advantage in the

market.

In this white paper, we'll examine the importance of CMSs in modern insurance, offer an in-
depth understanding of the ROI these systems deliver, and look at how JW Software can

help turn the insurance claim process into a driver of profit.

Driving down costs

Perhaps the most immediate and appealing aspect of CMSs is that they save you money,
and not just a little. The reductions in operational costs that CMSs deliver are much more
than just incremental savings, here and there. CMSs fundamentally re-engineer the claims

process to eliminate waste, prevent financial leakage, and optimize every dollar spent.

Reducing administrative overhead

Traditional claims processing is notoriously labor-intensive, often requiring extensive
manual data entry, physical document handling, and repetitive administrative tasks. This
translates directly into high labor costs, including the burden of excessive overtime during

peak periods or the need for temporary staffing to manage fluctuating claim volumes.

A CMS automates a major portion of these manual workflows. Tasks such as First Notice of
Loss (FNOL) intake, data routing, automated notifications, and document generation can be
executed with minimal human involvement. This reduces a company’s reliance on a large
administrative workforce, allowing existing staff to focus on more complex, value-added
activities that actually require human judgment. The result is a substantial reduction in

labor expenses, improved use of staff, and a lower overall cost per claim processed.
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Minimizing denial rates

Claim denials are a common drain on resources, triggering a costly cascade of rework,
appeals, and potential legal challenges. Studies suggest that the average cost of a denied

claim can be as high as $181 when factoring in all the work involved. These denials,

however, often stem from data inaccuracies, incomplete information, or non-compliance
with regulatory requirements and policy terms.

A modern CMS fundamentally addresses these issues through advanced data validation
features at the point of entry and throughout the claims lifecycle. These systems make sure
all necessary information is captured accurately, cross-reference data against existing
records, and flag potential compliance breaches before a claim is processed. Improving data
integrity and ensuring strict adherence to regulations, CMSs can dramatically reduce the

incidence of denied claims.

Preventing fraud

Fraudulent claims are a constant and considerable financial threat across all lines of
insurance. No matter how insightful you may be, identifying and preventing fraud manually
is a time-consuming and often flawed process. A sophisticated CMS brings powerful fraud
detection capabilities to the table, using advanced analytics, artificial intelligence, and
machine learning algorithms to identify suspicious patterns, anomalies, and red flags within

claim data.

CMSs can analyze claimant history, identify unusual claim types or frequencies, and cross-
reference information against external databases to uncover potential schemes. Proactively
identifying and flagging fraudulent claims, a CMS allows adjusters and investigators to
intervene before major payouts occur, saving substantial amounts of money that would

otherwise be lost to illicit activities.

Optimizing claim payments

As well as preventing fraud, a CMS platform also ensures the precise and proper
disbursement of legitimate claims. Overpayments and inappropriate payouts can occur due
to misinterpretations of policy terms, calculation errors, or incorrect application of

deductibles and limits.

A decent CMS codifies policy designs, benefits schedules, and payment rules, automating
the calculation of eligible benefits. This makes sure that every payment is accurate, aligns
perfectly with the policy terms, and adheres to all internal and external guidelines. Audits

of organizations that have implemented insurance claims management systems have
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consistently demonstrated returns on investment approaching 2:1, with some cases

achieving 5:1 or even more in recovered overpayments. This optimization not only prevents
financial leakage but also instills greater confidence in the integrity of the claims process.

Reducing insurance premiums

For self-funded organizations, the accuracy and completeness of their claims history are
key factors when negotiating insurance premiums with stop-loss carriers. An accurate and
detailed claims history, carefully captured and organized by a CMS, provides powerful,
verifiable data.

This data can be used to demonstrate a strong track record of effective claims
management, lower-than-average claim severity, or improved risk profiles. Armed with the
comprehensive and reliable information that a CMS provides, self-funded plans are in a
much stronger position to negotiate more favorable, competitive, and tailored insurance

premiums, leading to major long-term savings on their risk coverage.

Reducing deductibles

While often overlooked, the improved claims handling accuracy delivered by a CMS can
also have an indirect but positive impact on deductible payouts. Ensuring that all claim
details are precisely assessed and that liability is accurately determined, CMSs can prevent
situations where policyholders might inadvertently pay higher deductibles due to
incomplete or mismanaged information. These more accurate assessments can result in
fairer and potentially lower deductible payouts, improving policyholder satisfaction while

subtly contributing to a more efficient overall financial flow within the claims process.

Boosting efficiency and productivity

Beyond direct cost reduction, a modern claim system is a powerful catalyst for improving
an organization's overall efficiency and productivity. More than just performing tasks faster,

CMSs do them more intelligently, with greater precision and insight.

Accelerating claims processing times

One of the most impactful benefits of a CMS is its ability to dramatically reduce the entire
claims processing cycle. From the moment of the First Notice of Loss to final settlement,
automated workflows and real-time data access eliminate many of the traditional delays.
Information that once had to be manually entered, routed, or verified across different

departments is now instantly available and flows smoothly through predefined stages.


https://www.aim-benefits.com/wp-content/uploads/2022/07/CSB_AIMBlog_V2A.pdf
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This digital transformation significantly speeds up tasks like claim intake, assignment,
review, approval, and payment disbursement. The result is a much faster throughput of
claims, allowing adjusters to manage larger caseloads without compromising quality and
improving overall operational velocity.

Streamlining workflows and reducing manual effort

A core function of a CMS is the centralization of all claims-related information and the
automation of routine, repetitive tasks. This removes fragmented data silos that tend to
exist across departments or legacy systems, providing a single, unified source of truth.

Automated routing rules ensure that claims are instantly directed to the appropriate
adjusters or specialists based on predefined criteria, reducing manual sorting and
assignment. The system handles routine correspondence, generates standard reports, and
tracks deadlines, freeing up claims professionals from mundane administrative burdens.
This streamlining of workflows leads to vastly more efficient operations, allowing staff to
shift their focus from reactive data management to proactive problem-solving, strategic
analysis, and direct claimant interaction.

Delivering data accuracy and consistency

Manual data entry is problematic for a number of reasons, however, the inaccuracies and
inconsistencies that arise from one of the chief issues, human error, can propagate
throughout the entire claims process, causing delays, rework, and compliance issues. A
modern CMS reduces this risk through automated data validation features.

CMSs include built-in checks, mandatory fields, and predefined formats that make sure
data is accurate and complete at the point of entry. What's more, by centralizing all
information, the system maintains consistency across all records, preventing discrepancies
that can arise from multiple data sources or outdated information. The result is higher data

quality, which is vital for accurate reporting, decision-making, and regulatory compliance.

Enabling data-driven decision-making

From a strategic point of view, one of the most powerful advantages offered by insurance
claims management software is its ability to provide real-time data and advanced analytics.
With all claims data centralized and organized, managers and adjusters gain new levels of
visibility into claim trends, performance metrics, and financial insights.

Dashboards and customizable reports can highlight costly claim types, identify bottlenecks
in the processing workflow, track adjuster productivity, and analyze severity trends. This
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granular insight allows leadership to make truly data-driven decisions to optimize
outcomes, allocate resources more effectively, refine claim handling strategies, and identify
areas for process improvement. Instead of relying on intuition or lagging indicators,
organizations can respond quickly to emerging patterns and make informed strategic
choices.

Improving collaboration and communication

In traditional claims environments, communication breakdowns and information gaps often
occur between different departments involved in the claims process, from underwriting to
legal. A unified CMS eliminates these barriers by providing a shared platform where all
relevant information is accessible and updated in real-time. This promotes more effective
collaboration, with everyone involved having access to the most current claim status,
documentation, and communications.

Heightening customer satisfaction

While many of the ROI discussions around claim systems focus on quantifiable cost
reductions and efficiency gains, an equally crucial, albeit less directly measurable benefit,
lies in the profound impact these systems can have on customer satisfaction. In the modern
service-driven economy, the claims experience often represents the most critical interaction
a policyholder has with their insurer or administrator. A positive experience can promote
loyalty and advocacy, while a negative one can result in churn and reputational damage. A
CMS can deliver significant "intangible" ROl in this area, which can result in equally

tangible business benefits.

Faster resolution of claims

Perhaps the most significant driver of claimant satisfaction is the speed and efficiency with
which their claim is resolved. Lengthy delays and protracted processes are a primary source
of frustration and anxiety for policyholders. By accelerating claims processing cycle times
through automation and streamlined workflows, a CMS allows claims to be handled,
reviewed, and paid out far more quickly. This rapid resolution directly alleviates the stress
and uncertainty for individuals dealing with loss or injury, transforming a potentially
negative experience into one of prompt and reliable service. The psychological benefit for

the claimant can be significant, reflecting positively on your organization.

Improving communication and transparency

Beyond speed, clear and consistent communication helps policyholders, who can often feel

left in the dark during the claims process, leading to anxiety and repeated inquiries. A CMS,
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however, delivers proactive and transparent communication with claimants. Automated
alerts can be configured to notify policyholders of status changes, requested documents, or

key milestones.

Many systems offer claimant portals, providing easy 24/7 access to claim status updates,
relevant documentation, and communication history. This improved transparency and
consistent flow of information keep claimants informed and feeling valued, reducing the
need for them to repeatedly call for updates and enhancing their overall experience.

Offering personalized service

A centralized claim system acts as a comprehensive repository of customer data, including
policy details, claim history, and communication preferences. This overarching view allows
adjusters and customer service representatives to provide more personalized and tailored

service.

Rather than having to put together a claimant picture from fragmented information, staff
can quickly access a complete profile, understand specific needs, and address inquiries
more effectively. More than anything, this approach demonstrates empathy and
competence, allowing an organization to deliver a level of service that makes its customers

feel understood and well-cared for.

Promoting customer loyalty and retention

Ultimately, the cumulative effect of faster resolution, improved communication, and
personalized service directly contributes to higher customer satisfaction. Satisfied
customers are not only more likely to remain loyal to their current provider but also become

valuable advocates through positive word-of-mouth.

In industries where customer acquisition costs can be high, retaining existing customers
through superior service becomes a major driver of long-term profitability. A positive claims
experience builds trust and a sense of worth, contributing to increased customer lifetime
value and strengthening the organization's market position. It's very easy for people to be
reduced to case numbers in the insurance sector, and any company that breaks away from
this will find the goodwill generated by treating people as individuals converts into highly

tangible financial returns over time.
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Maintaining compliance and reducing risk

In addition to the immediate financial gains and customer service improvements that CMSs
deliver, they also play a key role in safeguarding businesses against the ever-present
issues of non-compliance. In heavily regulated industries, the ability to demonstrate
adherence to complex rules and to proactively identify and address potential liabilities is a
fundamental requirement for long-term viability.

Adhering to regulatory requirements

The regulatory landscape governing insurance claims is complex and dynamic, with
frequent updates to state, federal, and industry-specific mandates. While it's certainly
possible to keep up with shifting regulations manually, it's not advisable. Errors in this area

can expose organizations to compliance risks, hefty fines, and reputational damage.

A CMS is designed to integrate and enforce these changing regulations directly into its
workflows. The system can include automated checks to ensure proper documentation,
adherence to statutory timelines, and correct application of policy terms in line with legal
requirements. This built-in compliance framework significantly reduces the likelihood of
inadvertent violations, making sure that all claims processes meet current regulations and

internal policies.

Proactive risk identification and mitigation

Claims operations inherently involve risk, from potential fraud and legal challenges to
operational bottlenecks and data breaches. A CMS acts as an early warning system.
Through its centralized data repository and analytical capabilities, it can identify unusual

patterns, flag high-risk claims, or pinpoint areas where compliance might be tenuous.

Integrated risk management features allow businesses to set thresholds and alerts,
allowing for proactive intervention before minor issues escalate into major problems. This
foresight allows for timely investigations, adjustment of strategies, and deployment of

resources to reduce potential financial or reputational damage.

Delivering auditability and transparency

In an environment of increased scrutiny, the ability to demonstrate a clear and accurate
audit trail for every claim is a vital component for internal reviews, external audits, and
regulatory investigations. A well-implemented CMS automatically logs every action,
decision, and communication related to a claim. This creates an immutable, timestamped

record of the entire claims lifecycle, detailing who did what, when, and why.
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This comprehensive auditability provides complete transparency, simplifying the auditing
process, reducing the burden of manual record-keeping, and offering irrefutable evidence of
compliance and sound claims practices when required.

Maximizing ROl with JW Software

If you've got this far in the document, then maximizing your organization’s efficiency and
profitability through a CMS is probably of major interest to you. One key factor remains,
however finding the right choice of system.

With over 35 years of specialized experience, JW Software has become the largest
standalone claims management software provider in the market. Creating comprehensive,
high-performance Claims Management solutions for insurance carriers, third-party
administrators, and self-insured companies, we understand and have partnered with
businesses in a wide range of sectors, from workers' comp, to property and auto, as well as
general liability.

JW Software brings advanced CMS technology to bear with flagship products like

FileHandler Enterprise™, recognized as a "gold standard" in the industry, providing a vast

suite of customizable features that cover every stage of the claim lifecycle.

Complementing this is PolicyHandler Enterprise™, purpose-built for the specific demands

of Workers' Compensation and delivering meticulous regulatory compliance.

The proven track record of these platforms—boasting a virtual 100% success rate when
transitioning from other platforms—highlights their ability to achieve the outcomes that
companies desire. Whether these outcomes are increased profitability, heightened
customer satisfaction, or streamlined regulatory compliance, JW Software delivers the
results.

Improve your business performance with a JW Software

Learn more about how JW Software's proven CMS solutions can deliver new levels of ROI
to your insurance operations.

Contact Us
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