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Who Will Lead the Transformation of
Healthcare Operations?

In the rapidly evolving healthcare landscape, two formidable contenders are vyir
dominance in the race to automate operations traditionally performed by humar
established Business Process Outsourcing (BPO) firms with deep industry penet
and emerging Al agent software solutions engineered specifically for healthcare
This technological arms race isn't merely about which approach is superior—it's
about which business model will ultimately prevail and reshape the $4.3 trillion

healthcare industry.

The stakes couldn't be higher. Healthcare administrative costs account for

approximately 25% of all healthcare spending in the United States—nearly $1 tri
annually—with much of this work performed by an army of workers at BPOs or
within provider and payor organizations. The promise of automation through Al
just about cost savings; it's about addressing the acute staffing shortages, reduci

burnout, improving accuracy, and ultimately enhancing care quality.

As we stand at this inflection point, the question becomes: Will incumbent BPO
successfully transform themselves into technology-first organizations that levers
their existing customer relationships and industry expertise? Or will Al-native
software companies disrupt the status quo and eventually acquire these service

providers, effectively replacing their human workforce with software agents?



In this analysis, I'll examine the competing forces that will determine the winne

this high-stakes contest and reshape healthcare operations for decades to come.

The Incumbent Advantage: Why BPOs
Might Win

Deep Market Penetration and Customer
Relationships

Healthcare BPOs like Optum, Cognizant, Accenture, and Wipro didn't achieve t
market positions overnight. Over decades, they've built extensive networks with
healthcare ecosystem, establishing themselves as trusted partners to payors, pro
and pharmaceutical companies. This advantage cannot be overstated—in an indx
notoriously resistant to change and hypersensitive to compliance considerations

long-standing relationships represent a formidable moat.

"The healthcare industry operates on trust built over years of demonstrated
reliability,” says Dr. Marcus Wei, healthcare technology consultant and former (
Prominence Health Plan. "BPOs have accumulated institutional knowledge not
about the industry broadly, but about the specific quirks and requirements of

individual clients. That's invaluable currency."

This embedded position gives BPOs privileged access to decision-makers within
healthcare organizations. When a BPO approaches a long-standing client with a
Al-powered solution, they're not starting from zero—they're building on a foun

of established trust and a proven track record of delivery.

Domain Expertise at Scale

Healthcare operations are notoriously complex, governed by labyrinthine regula
intricate coding systems, and stakeholder-specific workflows. BPOs employ tens
thousands of professionals who collectively possess deep domain knowledge acr:
the entire healthcare value chain—from revenue cycle management to clinical

documentation improvement to utilization management.



"You can't automate what you don't understand," notes Sarah Reynolds, former
at MultiPlan. "BPOs understand healthcare operations at an atomic level becaus
they've been executing these processes manually for decades. Their employees h:

encountered virtually every edge case and exception that exists."

This knowledge represents a significant competitive advantage. When building .
automation solutions, BPOs can draw upon this vast reservoir of expertise to tra
models, design workflows, and anticipate potential failure modes. They underst:
which processes can be fully automated, which require human-in-the-loop

approaches, and which should remain human-centric.

Financial Resources for Transformation

The major healthcare BPOs are not cash-strapped startups—they're multi-billio
dollar enterprises with substantial financial resources. Cognizant, for instance,
reported over $4 billion in cash and short-term investments in 2024. Optum, as |

UnitedHealth Group, has access to an even larger war chest.
These resources enable BPOs to pursue multiple strategic paths simultaneously:

1. Building in-house Al capabilities: Many leading BPOs have established ded

Al innovation centers and are actively recruiting Al talent.

2. Strategic acquisitions: BPOs can acquire promising Al startups to accelerat:

transformation.

3. Partnership ecosystems: They can forge alliances with technology providers

integrate best-in-class Al capabilities.

This financial flexibility allows BPOs to be patient and methodical in their appr:
to transformation, rather than racing toward quick but potentially unsustainabl

wins.

The Hybrid Advantage During Transition

Perhaps the most significant advantage for BPOs is their ability to offer hybrid

solutions that combine AI automation with human expertise. Healthcare organiz



are unlikely to embrace fully autonomous Al systems overnight. Instead, they'll
a gradual transition where Al handles routine tasks while humans manage excep

and maintain oversight.

BPOs are ideally positioned to deliver these hybrid models. They can deploy Al
automate specific subprocesses while utilizing their human workforce for tasks
requiring judgment, empathy, or regulatory interpretation. As Al capabilities m:
BPOs can progressively expand the automated components while retraining and

redeploying their human talent.

"The transition from human to Al operations won't be a light switch—it'll be a
dimmer," explains Teresa Oakley, VP of Operations at Anthem. "BPOs that can
manage that transition seamlessly will have a tremendous advantage over pure-p

software solutions that might struggle with the 'last mile' of implementation."

The Disruptor's Edge: Why Al Agent
Companies Might Prevail

Purpose-Built for Automation

While BPOs must undergo painful transformations from service-oriented to

technology-driven organizations, Al agent companies were born into this paradi
Firms like Infinitus, Notable Health, Abridge, and Olive Al were designed from
ground up to automate healthcare processes through Al This gives them several

distinct advantages:

1. Architectural purity: Their technology stacks were built specifically for Al
deployment, without the legacy systems and technical debt that often burde
established BPOs.

2. Cultural alignment: Their organizational cultures center on technological

innovation rather than service delivery.

3. Talent magnetism: They naturally attract top-tier Al researchers and engine

who want to work at the cutting edge.



"Converting a services company into a technology company isn't just about builc
new capabilities—it requires fundamentally rewiring the organization's DNA,"

observes Michael Chen, former Chief Digital Officer at Change Healthcare. "Th
extraordinarily difficult, and history is littered with companies that failed at sinr

transformations."

The Velocity Advantage

Al-native companies operate at speeds that traditional BPOs struggle to match.

development cycles are measured in weeks rather than quarters, allowing them t
rapidly iterate based on user feedback and technological breakthroughs. This ve
creates a compounding advantage—they can improve their solutions faster, expa
into adjacent use cases more quickly, and adapt to regulatory changes with great

agility.

The speed difference stems partly from organizational structure. BPOs typically
multiple layers of management and approval processes designed for service deliv
rather than product development. Al agent companies, by contrast, employ

streamlined decision-making processes and cross-functional teams that can mov

swiftly from concept to deployment.

"In healthcare Al, we're seeing a Moore's Law-like acceleration," says Dr. Jasmir
Patel, founder of MedNLP. "Models that seemed impossible two years ago are nc
baseline capabilities. BPOs moving at traditional enterprise speeds may find

themselves perpetually playing catch-up."

Economic Model Alignment

The fundamental economics of software versus services businesses create anothe
significant advantage for Al agent companies. While BPOs generate revenue prij
through human labor (typically billing hourly or per-transaction fees), AI compa
operate on software economics—high fixed costs for development but near-zero

marginal costs for deployment.



This creates a paradoxical challenge for BPOs: successfully automating their ow
operations effectively cannibalizes their core revenue model. Every process
successfully automated represents human hours that can no longer be billed to

clients.

"BPOs face a classic innovator's dilemma," explains financial analyst Robert Yue
"Their existing revenue streams and compensation structures are tied to headco
and billable hours. Transitioning to a software model means navigating a treache

valley where revenue might decline before the new model fully compensates."

Al agent companies face no such conflict. Their economics improve with scale—
they automate more processes for more customers, their margins expand. This
alignment between business incentives and technological progress creates a pow

tailwind.

Technological Moats Through Data Network
Effects

As Al agent companies process more healthcare transactions, they accumulate
valuable training data that continuously improves their models. This creates a
virtuous cycle: better models lead to more customers, which leads to more data,

leads to even better models.

"The company that processes a million prior authorizations will build more robu
automation than one that processes a thousand," notes Dr. Anil Srinivasan, Al
researcher at MIT. "These data network effects create durable competitive advar

that are difficult for followers to overcome."

BPOs certainly have access to substantial data volumes through their operations
they may face both technical and contractual barriers to leveraging this data for
training. Many BPO contracts were established before the Al era and may not cc

the necessary provisions for data utilization in model development.



The Battleground: Key Domains That V
Determine the Winner

To assess which side might ultimately prevail, we must examine the specific
healthcare operational domains where automation is occurring and evaluate the

relative strengths of each contender in these areas.

Revenue Cycle Management

Revenue cycle management (RCM) represents one of the largest opportunities fc
automation, encompassing everything from patient registration and eligibility

verification to claims processing and denial management.

BPOs have dominated this space, with companies like Optum, R1 RCM, and Co:
Health Solutions handling billions in provider revenue. These incumbents unde:
the byzantine complexity of healthcare billing, including the thousands of payer

specific rules and requirements that govern successful claims submission.

However, Al startups like Nym Health, AKASA, and Waystar are making signific
inroads with specialized solutions for specific RCM components. Their targeted
approach allows them to achieve impressive results in narrow domains—Nym's

autonomous medical coding solution, for instance, claims to reduce coding time

90% while improving accuracy.

The winner in this domain may be determined by which approach proves more
effective: the comprehensive end-to-end services that BPOs provide versus the
specialized point solutions offered by Al companies. If healthcare organizations
working with multiple best-of-breed vendors, Al companies may gain the upper
If they value integration and consolidated vendor management, BPOs will likely

maintain their advantage.

Clinical Documentation

Clinical documentation represents another massive opportunity for automation.

Physicians spend approximately 16 minutes per patient on documentation,



contributing significantly to the burnout epidemic in healthcare. Al solutions th
automatically generate clinical notes from patient-physician conversations coulc

reclaim thousands of physician hours annually.

Here, Al-native companies like Abridge, Nabla, and DeepScribe have demonstra
impressive capabilities. Their specialized focus on this specific problem has allo
them to develop highly accurate solutions tailored to different clinical specialtie

work flows.

BPOs like Nuance (now part of Microsoft) are responding by acquiring or develc
similar capabilities. Their advantage lies in their established relationships with |
systems and their ability to integrate documentation solutions with broader

operational workflows.

The determining factor in this domain may be the degree to which clinical
documentation can be isolated as a standalone function versus needing tight

integration with other clinical and administrative systems.

Prior Authorization

Prior authorization represents perhaps the most friction-laden process in health
costing providers an estimated $13.3 billion annually in administrative burden. '’
process is ripe for automation, involving predictable workflows with clear input

outputs.

Al companies like Infinitus have built specialized solutions that use conversatio
to interact with payers, automating the entire prior authorization process. Their
focused approach has yielded impressive results, with some clients reporting 80°

reductions in manual processing time.

BPOs, meanwhile, leverage their existing relationships with both providers and
to streamline prior authorization workflows. Their intimate knowledge of payer:
specific requirements gives them insight into which authorization requests are |

to be approved and which may require additional documentation or appeals.



The victor in this domain will likely be determined by which is more valuable: t]
specialized technological capabilities of Al companies or the cross-ecosystem

relationships and workflow knowledge possessed by BPOs.

Potential Scenarios: How the Market
Might Evolve

As we look to the future, several distinct scenarios could emerge in this healthc:

automation arms race:

Scenario 1: BPO Dominance Through Strategi
Transformation

In this scenario, leading BPOs successfully execute their digital transformation
initiatives, effectively becoming technology companies with service components

than service companies with technology components.
The path to this outcome likely involves:

1. Aggressive talent acquisition: BPOs recruiting top Al researchers and engin

to build in-house capabilities.

2. Strategic acquisitions: Purchasing promising Al startups to accelerate capat

development.

3. Client co-innovation: Partnering with key healthcare clients to develop Al

solutions tailored to specific use cases.

4. Organizational restructuring: Redesigning incentive systems and reporting

structures to prioritize automation over billable hours.

Several BPOs are already moving in this direction. Cognizant's $250 million
investment in its "Digital Business" unit signals serious intent to transform. Op
acquisition of Change Healthcare provides it with both technology and data asse

that could accelerate its Al capabilities.



If successful, these transformed BPOs would offer healthcare organizations an
attractive value proposition: cutting-edge automation technology backed by dee|
domain expertise and the security of working with established, financially stable

partners.

Scenario 2: Al Agent Companies Disrupt and
Acquire

In this alternative scenario, Al-native companies rapidly expand their solutions :
multiple healthcare processes, establishing themselves as the clear technology le
As their valuations soar on the strength of their technological advantages, they t

acquiring BPOs to obtain their client relationships and domain expertise.
The progression might look like:

1. Initial beachhead: AT companies establish dominance in specific processes Ii

prior authorization or clinical documentation.

2. Horizontal expansion: They extend their capabilities across adjacent healthc

operations.

3. Strategic acquisitions: Using their premium valuations, they acquire mid-si:

BPOs to accelerate market penetration.

4. Workforce transition: They gradually replace the acquired BPO's human

workforce with their Al technologies.

This scenario resembles the disruption patterns we've seen in other industries. ]
Amazon used its technological advantage to disrupt traditional retail before

eventually establishing physical stores, Al healthcare companies might use their
technological superiority to disrupt traditional BPOs before eventually acquirin

physical operations.

Signs pointing toward this outcome would include AI companies achieving unic
valuations, successfully raising large funding rounds, and beginning to make str

acquisitions of smaller BPOs or specialized consulting firms.



Scenario 3: Ecosystem Specialization

A third possibility is that neither side achieves complete dominance. Instead, th
market might evolve toward specialization, with Al companies and BPOs each

focusing on the domains where they hold natural advantages.
In this scenario:

1. BPOs maintain dominance in high-complexity, high-variability processes th
require significant human judgment and cross-functional coordination. Con
eligibility determinations, appeals management, and utilization managemen
might remain primarily BPO-driven, with Al augmenting rather than replac

human workers.

2. Al companies establish leadership in high-volume, pattern-based processes
can be fully automated. These might include claims processing, prior

authorization for routine procedures, and basic customer service interactior

This specialization scenario acknowledges that not all healthcare processes are
equally amenable to full automation. Some will require substantial human
involvement for the foreseeable future due to regulatory requirements, ethical

considerations, or the inherent complexity of healthcare decision-making.

Scenario 4: Strategic Partnerships and Hybrid
Models

A fourth possibility involves strategic partnerships between BPOs and Al comp:

creating hybrid models that combine the strengths of both approaches.
In this scenario:

1. BPOs provide the relationship management, domain expertise, and operatio

scale
2. Al companies supply the technological capabilities and innovation velocity

3. Together they offer healthcare organizations comprehensive solutions



We're already seeing evidence of this approach. Accenture's partnership with O]
allows the consulting giant to offer its clients advanced automation capabilities

without having to build those capabilities entirely in-house. Similarly, Cognizan
alliance with Notable Health enables it to provide Al-powered intake and regist;

solutions to its provider clients.

These partnerships might ultimately evolve into mergers or acquisitions, but the
could also persist as collaborative ecosystem relationships, with each party focus

on its core strengths.

The Deciding Factors: What Will Determine th
Winner?

As we've explored the competitive landscape and potential scenarios, several key

factors emerge that will likely determine which model ultimately prevails:

The Pace of Al Advancement

The speed at which Al capabilities continue to evolve will significantly influence
outcome. If Al progress accelerates even faster than current projections, Al-nati
companies may establish insurmountable technological leads before BPOs can
complete their transformations. Conversely, if Al development plateaus or encot
unforeseen limitations in healthcare applications, BPOs' domain expertise and

existing relationships may prove more durable advantages.

"The gap between state-of-the-art Al research and production deployment in
healthcare remains substantial," observes Dr. Elena Martinez, Chief AI Officer ¢
Providence Health. "If that gap narrows rapidly, Al-native companies gain an ed
it persists due to healthcare's unique challenges, BPOs may maintain their

advantage."

Regulatory Evolution

Healthcare is perhaps the most heavily regulated industry in the United States,

complex requirements governing everything from data privacy to provider



credentialing. How these regulations evolve to address Al automation will profo

impact the competitive landscape.

If regulatory frameworks adapt quickly to enable broader AT adoption while
maintaining appropriate safeguards, Al-native companies may benefit from
accelerated market acceptance. If regulatory agencies move cautiously or impose
stringent requirements for Al validation and oversight, BPOs' experience naviga

complex compliance environments may prove advantageous.

The FDA's approach to Al as a medical device, CMS's stance on automated codis
documentation, and OCR's guidance on Al and HIPAA compliance will all shape

competitive dynamics between BPOs and AI companies.

Healthcare Organization Preferences

Ultimately, the buying preferences of healthcare organizations—hospitals, healt

systems, physician groups, and insurers—will determine which model succeeds.

If these organizations prioritize working with fewer, more comprehensive vendo
that can address multiple operational needs, BPOs may maintain their advantag:
they embrace a best-of-breed approach, selecting specialized solutions for specit

functions, AI companies may gain the upper hand.

"Health systems are increasingly sophisticated technology buyers," notes Jennife
Torres, former CIO at Banner Health. "Many are moving away from the 'one thr:
choke' vendor strategy toward evidence-based selection of solutions that demon:

clear ROI for specific use cases."

The financial pressures facing healthcare organizations will also influence their
preferences. Systems operating on thin margins may prioritize immediate cost s:
over long-term transformation, potentially favoring solutions that can deliver qu

wins.

Talent Migration Patterns



The talent war between BPOs and Al companies will significantly impact their

relative competitiveness. If BPOs successfully attract and retain top Al talent, tt
can accelerate their technological transformation. If Al companies continuously
the best minds in both technology and healthcare operations, they may establish

insurmountable leads in solution development.

Early evidence suggests Al companies currently hold the advantage in attracting
technical talent, while BPOs maintain an edge in healthcare operations expertise
organization that most effectively combines these skill sets will likely establish ¢

dominant position.

My Verdict: A Bold Prediction

After examining the competitive landscape, considering potential scenarios, and
evaluating the deciding factors, I believe we're heading toward a future dominat
transformed BPOs that successfully integrate Al capabilities into their service

delivery models—either through internal development, strategic acquisitions, or

partnerships.
This prediction rests on several key considerations:

1. The complexity barrier in healthcare is higher than in other industries that
been disrupted by technology. Healthcare operations involve intricate webs
stakeholders, regulations, and exception-laden processes that require deep
domain knowledge to navigate successfully. This complexity creates a wider

for incumbents than existed in industries like retail or transportation.

2. Healthcare organizations are inherently conservative adopters of new techr
particularly when that technology touches critical operations like revenue ¢
management or clinical documentation. They will likely prefer working witl
established partners that can provide comprehensive solutions rather than

assembling a patchwork of point solutions from newer entrants.

3. The most successful BPOs are already demonstrating their ability to transf

Companies like Optum have made significant investments in Al capabilities



are beginning to integrate these technologies into their service offerings. Th
financial resources allow them to pursue multiple transformation paths

simultaneously, increasing their odds of success.

4. The hybrid human-ATI approach will dominate for the foreseeable future.
Despite remarkable advances in Al, healthcare operations will require hums
oversight, exception handling, and relationship management for years to cor

BPOs are better positioned to deliver these hybrid models effectively.

That said, this prediction comes with an important caveat: BPOs that fail to trar
aggressively will almost certainly be displaced by more innovative competitors,

whether those are Al-native companies or other BPOs that successfully navigate
transition. The status quo is not a viable option in an industry being reshaped b

technological revolution.

Strategic Implications for Key
Stakeholders

This analysis carries significant implications for various stakeholders in the

healthcare ecosystem:

For BPOs:

1. Accelerate technological transformation without delay. The window for BP
reinvent themselves as technology-enabled service providers is closing rapid
This requires fundamental changes to organizational structure, talent strate

and commercial models.

2. Consider acqui-hiring AI startups with promising technologies and teams,
their current scale is limited. The talent and intellectual property these

acquisitions bring can catalyze internal transformation efforts.

3. Develop new commercial models that align incentives around automation r:
than billable hours. This might include outcome-based pricing, shared savir
arrangements, or hybrid models that combine subscription software fees wit

value-added services.



4. Invest in proprietary data assets that can serve as the foundation for AI moc

development and create durable competitive advantages.

For Al Agent Companies:

1. Focus initially on processes where full automation is achievable rather thar
attempting to replace entire BPO functions. Establishing clear wins in speci

domains will build credibility and create platforms for expansion.

2. Consider strategic partnerships with mid-sized BPOs that lack the resource
develop comparable technologies independently. These partnerships can pr«

access to clients and domain expertise while accelerating market penetratios

3. Develop solutions that complement rather than directly compete with BPO
offerings in the near term, positioning as enhancers rather than replacemen

existing service providers.

4. Build capabilities to support the human-in-the-loop portions of healthcare
operations, recognizing that full automation remains years away for many

complex processes.

For Healthcare Organizations:

1. Require transparency from both BPOs and Al companies regarding which
processes are fully automated versus those that involve human oversight or
intervention. This transparency is essential for appropriate risk managemen

performance expectations.

2. Consider pilot programs with both established BPOs and innovative Al star
to evaluate their respective strengths and limitations across different operat

domains.

3. Prepare workforces for the coming transition by developing training progra
that enable staff to work effectively alongside Al systems and acquire skills

complement rather than compete with automation.

4. Establish clear metrics for evaluating automation initiatives beyond simple

reduction, including quality improvements, staff satisfaction, and patient



experience impacts.

Conclusion: The Healthcare Automatiol
Revolution is Just Beginning

The race to automate healthcare operations represents one of the most significat
business model transformations in an industry not known for rapid change. The
stakes are enormous—hundreds of billions in potential cost savings, dramatic

improvements in operational efficiency, and ultimately better experiences for bo

patients and providers.

While I've predicted that transformed BPOs will likely emerge as the dominant
model, the only certainty is that healthcare operations a decade from now will b«
little resemblance to today's largely manual, fragmented processes. Organizatior
recognize this shift and position themselves accordingly—whether BPOs embraxs
technological transformation or Al companies building healthcare domain exper

have the opportunity to reshape a trillion-dollar segment of the economy.

For healthcare providers and payors, the message is equally clear: the automatio
revolution is not a distant possibility but an imminent reality. Organizations tha
thoughtfully embrace these changes, selecting the right partners and preparing -
workforces for new ways of operating, will gain significant competitive advantag

terms of both cost structure and service quality.

The winners in this race will not necessarily be those with the most advanced

technology or the deepest industry relationships in isolation, but rather those th
most effectively combine technological capabilities with healthcare domain expe
to deliver solutions that address the industry's unique challenges. Whether thos
winners emerge primarily from the BPO world or the Al startup ecosystem rems

be seen, but their impact on healthcare will be profound and lasting.
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