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Prior authorization, the process of 
getting explicit approval in advance 
from a health plan for a test, medication, 
or procedure, is an ominous phrase 
to physicians and patients. Prior 
authorization represents red tape—
hours on hold, endless forms and 
documentation to file—and the delay 
or occasionally even denial of care that 
the physician has deemed appropriate.

Health plans know that a lot of 
prior authorization effort is wasted: 
between 90% and 95% of the care 
that’s reviewed is eventually approved, 
and only a handful of orders turn out 
to be truly inappropriate.  Eliminating 
prior authorization entirely, while 
very welcome to physicians and 
patients, would represent a failure of 
due diligence: health plans see that 
deviations from accepted practice 
guidelines tend to increase when 

prior authorization is relaxed. Those 
deviations often represent unnecessary 
expense, and eliminating prior 
authorization would inevitably mean 
increases in both costs and premiums.   

"Health plans know 
that a lot of prior 
authorization effort 
is wasted: between 
90% and 95% of the 
care that’s reviewed is 
eventually approved, 
and only a handful of 
orders turn out to be 
truly inappropriate. "

A needed transformation: changing 
prior authorization from an obstacle to 
a cornerstone of better care
Executive Summary: Although many physicians and patients would like to see prior 
authorization disappear entirely from the care planning process (along with other 
utilization management measures), it’s a necessary tool for curbing unnecessary 
spending. However, the current approach to prior authorization is broken and 
needs to change.  What should that change look like?  While the prior authorization 
process is often excruciatingly slow, simply accelerating it doesn’t fix many of the 
underlying problems. We believe it’s time to transform utilization management into 
true care management. We discuss how Cohere's technology around digital prior 
authorization has the power to create partnerships among patients, physicians, and 
health plans, and help achieve the promise of value-based care.
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The Centers for Medicare and Medicaid 
Services (CMS), which historically had 
no prior authorization requirements, 
has been adding them to traditional 
Medicare for some services in an 
attempt to control costs. 

Physicians and patients regard prior 
authorization as an obstacle. But 
what if it were an ally instead?  What 
if we could use prior authorization to 
optimize the patient’s care journey?  
What if health plans not only approved 
the initial care request, but partnered 
with the physician to make sure the 

patient is receiving other evidence-
based care—behavioral health, 
home care, the right medical 
equipment— to ensure the 
best outcome at the lowest 
cost?  What if we transformed 
prior authorization into the 
beginning of a partnership 
between health plan and 
physician to achieve true patient-
centered care? 

At Cohere, we have developed 
many of the necessary digital tools. 

Combined with regulatory changes 
and the adoption of new payment 
models, these tools can help health 
plans and physicians accomplish this 
extraordinarily powerful transformation. 

BROKEN — AND COSTLY

Everyone knows that the prior 
authorization process is broken, and 
in its current form, it's difficult to prove 
definitively that it saves more than it 
costs.  Much of our country’s trillions of 
dollars of health care spending goes 

to administrative costs; estimates 
range from 13 percent to almost 25 

percent depending on which 
costs are included.  As for prior 

authorization alone, the most 
recent survey from CAQH, an 
industry alliance to streamline 
healthcare administration, 

shows that health plans and 
providers spent almost $630 

million on direct administrative 
costs for 184 million prior authorization 
transactions in 2019. 

That computation can't begin to capture 

Physicians and patients 
regard prior authorization as 
an obstacle. But what if it were 
an ally instead? 

$630 million
What health plans and 

providers spent on 
direct administrative 
costs for 184 million 
prior authorization 

transactions in 2019. 
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the indirect costs of aggravation and 
burnout among physicians, and of 
care delays for the patient.  In a recent 
American Medical Association survey 
physicians said they complete an 
average of 40 prior authorizations each 
week. Two out of five employ at least 
one person full-time to work on prior 
authorization. Nine out of ten said prior 
authorization has a negative impact 
on clinical outcomes, and a mere 2% 

believe that prior authorization criteria 
are “always” based on evidence or 
nationally accepted practice guidelines 
(compared with almost a third who said 
either “rarely” or “never”).  Sometimes 
prior authorization leads to actual harm: 
30% of physicians surveyed said they’ve 
seen prior authorization-related issues 

lead to hospitalizations, life-threatening 
events, or permanent harm or disability.  
It’s no wonder that physicians view prior 
authorization as the enemy. 

The widespread adoption of electronic 
health records has opened the door for 
computers to (at last) begin to dislodge 
the phone and the fax machine from the 
prior authorization process. Though it’s 
a welcome change, employing digital 
tools has mostly served to speed up 
a process that’s otherwise still broken. 
Every health plan has its own standards 
and procedures, and perhaps those of 
its third-party benefits management 
vendors as well. The prior authorization 
journey is slightly different for each 
one. Even within the same health 
plan, providers may have to deal with 
several different vendors and processes 
depending on whether they're ordering 
a test, a drug, or a procedure. Ideally, 
prior authorization should be largely 
an automatic and invisible process for 
physicians who are practicing high-
quality medicine and adhering to 
nationally accepted practice guidelines. 
We are far from that ideal. 

A LEGISLATIVE FIX?

Some states have laws imposing certain 
requirements on prior authorization, 
and the past several months has 
shown an increase in state legislation 
for those commercial fully insured 
plans governed by state law, with 
legislation recently passed in Texas 

"Ideally, prior 
authorization should be 
largely an automatic 
and invisible process 
for physicians who are 
practicing high-quality 
medicine and adhering 
to nationally accepted 
practice guidelines."
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and Arizona, and more on the way in 
other states. Federal legislation and 
regulations are evolving as well. In 
January 2021, CMS finalized a rule to 
automate and streamline the prior 
authorization process and improve 
data transparency for health plans, 
physicians and patients for several 
programs and health plans under 
its purview. A federal bill introduced 
by Congress in May, the Improving 
Seniors’ Timely Access to Care Act of 
2021, would require electronic prior 
authorization for the 24 million patients 
enrolled in Medicare Advantage plans, 
along with real-time approval 
for many items and services, 
and streamlined prior 
authorization for requests 
that are routinely 
approved.  Medicare is 
often a harbinger for 
administrative practices 
later widely adopted by 
other health plans. 

While legislative and 
regulatory reform is inevitable 
and in some ways necessary, it’s 
not enough on its own.  Some "reforms" 
might make matters worse. For example, 
a law passed in Texas creating arbitrary 
thresholds for physicians to receive a 
"gold card"—a free pass allowing them 
to skip prior authorization if they have 
demonstrated a pattern of adhering 
to accepted practice guidelines—also 
creates new opportunities for gaming 
the system that could lead to increased 
administrative costs.   

Many of these attempts at remediation 
would be unnecessary if technology 
were used to its fullest to automate 
the prior authorization process.  
Fundamental change requires all 
parties—health plans, physicians, and 
patients—to understand how much 
they have to gain, in lower costs and 
better health, by pursuing a different 
approach. 

THE PATH TO TRANSFORMATION

The path to truly transformative change 
starts with technology that puts the 

patient at the center. How 
does that change involve 

prior authorization?

The first step is to 
accomplish the 
streamlining long 
advocated by the 
American Medical 

Association and reflected 
in some recent legislative 

and regulatory changes:

• The vast majority of prior 
authorization requests can, and should, 
be processed electronically in real time. 
Patients who receive approvals while 
they’re still in the office are more likely to 
make their follow-up appointments and 
can receive the requested care without 
unnecessary delay.

• The clinical review of prior 
authorization should be automated 
as much as possible. Evidence-
based practice guidelines, combined 

The path to truly 
transformative change 

starts with technology that 
puts the patient at the 

center. 
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with plan-specific policy guidelines 
properly integrated into the digital 
prior authorization solution, should 
easily confirm when physicians are 
following those guidelines, allowing the 
authorization to happen automatically 
and saving time for both physicians and 
health plans. 

• For the small number of cases that 
can't pass the initial automated process, 
we can apply artificial intelligence 
to achieve a second level of “auto-
determination”: detecting special 
circumstances that might justify an 
approval even when a care plan 
deviates from the guidelines.  We can 
save human intervention for the rare 
cases where physicians really aren’t 
ordering what’s best for the patient.

• Clinicians who follow evidence-based 
guidelines and consistently deliver 
excellent care should have a lower 
burden of prior authorization than 
those who don't consistently follow the 
evidence. Smart, dynamic algorithms can 
give an express pass to the first group, 
while diverting the second group through 
a prior authorization "toll booth." 

Once that streamlining is in place, 
then what? Advances in artificial 
intelligence and machine learning create 
opportunities to drive value—for health 
plans, physicians and patients—at every 
step of the care journey. 

At the most basic administrative level, 
our tools have a unique ability to provide 
what we call "nudges" to help identify 
when critical clinical information is missing 

from the request and may result in an 
authorization being delayed or denied. 
These nudges help the necessary care get 
to the patient efficiently and save time for 
both physicians and health plans. 

Potentially more powerful, we can provide 
clinical nudges that suggest optimal 
care alternatives to make the patient's 
journey as effective as possible. Many 
health plans have deep knowledge about 
what kinds of care have worked best for 
their members, as well as extensive care 
management resources and wellness 
programs that are underused because 
patients and physicians don’t learn about 
them at the moment they could be useful. 
What better moment than when an initial 
care plan is approved? Here are some 
examples:

• The patient, a smoker, is scheduled 
for a surgery where being a smoker 
correlates to worse outcomes. Is 
this a good time to enroll in a health 
plan-approved smoking cessation 
program?

• The patient will need rehab services 
after an approved joint replacement. 
The physician usually orders a stay 
in a rehab facility, but over time, 
the prior authorization system has 
learned that better outcomes and 
lower cost are associated with at-
home rehab. Would they like to 
switch the patient to a home-based 
regimen and schedule those services 
now?
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Over time, and with a focus on building 
trust among health plans, physicians, 
and patients, prior authorization in and 
of itself can and should fade away 
in favor of a partnership to plan care 
holistically, with optimized care paths 
for every step in the patient's journey.  
Our digital tools can help speed that 
transition, by applying real-time 
analytics to identify the best next steps, 
and building those nudges into the 
workflow. As bundled payments and 
value-based care arrangements begin 
to align providers' financial incentives 
with the mission of maintaining 

patients' overall health, our tools can 
be deployed for gauging the health of 
patient populations and extending care 
management outside the provider's 
"four walls." 

THE ROI OF A BETTER APPROACH

Our clients have seen four- to eight-fold 
returns on investment within their first 
year simply from having physicians use 
our digital prior authorization platform. 
This type of return is just the beginning.  
Other substantial value from our 
approach includes:

• Medical cost savings—beyond existing utilization 
management programs—from more stringent adherence 
to guidelines and acceptance of clinical suggestions. 

• Reduced administrative burden and cost for both the 
health plan and the physician. Physicians have embraced 
our digital prior authorization solution because it helps 
them help their patients—we lead the industry in physician 
adoption.

• Improved patient journeys: better relationships among 
health plans, physicians, and patients. 

This transformation of prior authorization may sound utopian. However, not only is 
it technologically feasible, it’s our best hope for achieving what all parties want: the 
best health and the greatest value for each dollar we spend on health care.
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