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The Hidden Cost of
Fragmented Vendor Operations

Vendor fragmentation creates hidden enterprise cost through handoffs,
rework, inconsistent customer/member/provider experiences, unclear
ownership, and under-measured performance leakage.

Most organizations do not have a vendor problem. They have a vendor
orchestration problem.

The distinction matters. A vendor can hit its contractual service levels and still contribute
to a fragmented customer or member experience. A BPO partner can answer calls within
target. A claims vendor can process transactions. A utilization management partner can
operate within defined rules. A technology vendor can deliver a platform. Yet the end-to-
end service journey can still feel slow, inconsistent, opaque, and expensive.

The hidden cost of service failure lives between an organization’s
multiple vendors.

Service breakdowns appear when a customer or member is transferred from one support
channel to another because no one has full context. For health plans, problems occur when
a provider receives conflicting guidance from a portal, call center, and policy document.
They also can happen when an issue is closed by one party but reopened downstream by
another. Challenges also exist when reporting measures only contract compliance but not
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business impact. Importantly, they result when leaders cannot answer a simple question:
“Where exactly did this service failure begin?”

Some organizations are uniquely exposed to this problem because
their operating model is naturally distributed.

Operations often span internal teams, delegated vendors, BPO partners, claims platforms,
broker partners, provider networks, data vendors, and member engagement vendors.
Each function can be managed, but the harder challenge is orchestrating the whole system
around the customer, member, provider, employer, regulator, and business outcome.

Fragmentation shows up as cost, risk, and experience drag.

As a financial impact, fragmentation creates redundant work, avoidable touches, longer
handle times, manual reconciliations, missed automation opportunities, inefficient vendor
spend, and delayed issue resolution. Operationally, it creates unclear accountability,
excessive meetings, exception handling, escalation fatigue, and reporting disputes. From
a customer, member, or provider perspective, a siloed approach creates inconsistent
answers, delays, avoidable appeals, low trust, and increased contact volume.

Vendor management scorecards are often too narrow.

Traditional vendor management tends to ask whether the vendor met contract terms:
service level, turnaround time, staffing, invoice accuracy, compliance, and defect rates.

Those measures are necessary, but incomplete for addressing larger outcomes.

What are some specific needs for vendor management?

Executives also need a service orchestration scorecard that measures cross-vendor
outcomes: first-contact resolution, repeat contact drivers, handoff count, issue aging,
end-to-end cycle time, cross-functional root cause, customer/member/provider
sentiment, appeal drivers, quality impact, and true cost to resolve.
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The most effective organizations treat vendors as part of the service
architecture, not as isolated outsourced functions.

True success means mapping the service journey across internal and external teams,
defining decision rights, assigning journey ownership, harmonizing reporting, standardizing
issue taxonomy, creating common evidence sources, and building governance forums that
focus onroot-cause resolution rather than status reporting.

Al will only increase the need for vendor orchestration.

As organizations deploy Al agents across customer and member service, provider
operations, prior authorization, quality outreach, and claims inquiry, they will need
stronger control over knowledge sources, workflow triggers, escalation rules, audit trails,
and vendor responsibilities. Without orchestration, Al may automate the wrong handoff or
provide faster access to inconsistent information.

The stronger executive question is not “Are our vendors performing?”
It is “Are our vendors collectively producing the service outcome we
need?”

That second question forces an important and different conversation. It moves every
organization from contract management to service system design. Refocusing also creates
a practical path to savings: reduce avoidable volume, eliminate redundant work, improve
resolution speed, align incentives, and prioritize automation where fragmentation is most
expensive.
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Request a Vendor Orchestration Diagnostic Q
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The hidden cost of vendor fragmentation lives
between the contracts.

A vendor can meet its SLA while the member
experience still fails.

Vendor management measures performance.
Vendor orchestration measures whether the
whole service system works.
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