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This week, the Biden Administration released along-awaited final rule on prior authorization reformsin
Medicare Advantage (MA), Medicaid, the Children’ s Health Insurance Program (CHIP), and federally
facilitated exchange (FFE) plans. Prior authorization haslong been used as a cost-containment tool, but
doctor s have argued for decadesthat the short-term cost savings come at the expense of long-term doctor
burnout and wor se patient care. Let’s explorethe new ruleand the problemsit’strying to solve.

A bit of background: Prior authorization is the practice of insurers requiring physicians to obtain advanced
approval before paying for care. The goal isto reduce over use of services and prevent the use of expensive
services when cheaper ones are available. Seeking this approval involves a lot of time and paperwork on
the part of providers, much of which is done manualy — only 28 percent of prior authorizations in 2022 were
fully electronic.

Thefinal rule seeksto ease those burdens by increasing electronic prior authorization usage. Starting in
2027, al impacted payers (MA plans, state and managed care plans for Medicaid and CHIP, FFE plans) will be
required to create and maintain electronic interfaces that contain lists of covered items and services, document
requirements for approval, support prior authorization requests and responses, and communicate approval or
denia (aswell asthe reasonsfor denial). Providers will be given monetary incentives through the Merit-based
Incentive Payment System to adopt electronic prior authorization processes. | n addition to the interface
requirements, therulerequiresprior authorization decisions from payerswithin 72 hoursfor urgent
requests and seven calendar daysfor regular requests. Beginning in 2026, payers will be required to provide
specific reasons for denials and report specified prior authorization metrics to their websites. The rule does not
apply to prior authorization for drugs, only medical services.

There are afew reasons behind this rule and the push for prior authorization reform in general. First, according
toa 2022 | ndex developed by the health care data analysisfirm CAQH, there' sa potential $449 million in
annual savingsto be had by switching to electronic prior authorization — $310 million of which would be
realized by providers. Additionally, asurvey by the American Medica Association (AMA) found that 94
percent of physicians reported prior authorization delayed access to necessary care and 33 percent reported prior
authorization led to a serious adverse event for a patient, while 88 percent said prior authorization burdens were
high or extremely high. Thirty-five percent of physicians surveyed employed staff members exclusively for
tasks involving prior authorization, and the survey estimated 14 hours aweek were spent on prior authorization.
CAQH estimated that electronic prior authorization could save 11 minutes per transaction, and at 45 prior
authorization requests per week, that equates to 8.25 hours saved. While the rule doesn’'t cover drug prior
authorizations, providers should expect to see at |east some fiscal and time savings.

Prior authorization isa double-edged sword: It saves money, but it takesa major toll on physicians. One
paper from 2023 estimated an administrative burden of $10 per beneficiary-year for drug prior authorizations,
while saving $112 per beneficiary-year. Thisisin the context of findings that overtreatment/low-value care
resulted in $75.7-$101.2 billion in waste while administrative complexity cost $265.6 billion in waste (of atotal

AMERICANACTIONFORUM.ORG


https://www.cms.gov/newsroom/fact-sheets/cms-interoperability-and-prior-authorization-final-rule-cms-0057-f
https://www.cms.gov/newsroom/fact-sheets/cms-interoperability-and-prior-authorization-final-rule-cms-0057-f
https://www.caqh.org/sites/default/files/2023-05/2022-caqh-index-report.pdf
https://www.caqh.org/sites/default/files/2023-05/2022-caqh-index-report.pdf
https://www.caqh.org/sites/default/files/2023-05/2022-caqh-index-report.pdf?utm_source=American+Action+Forum+Emails&utm_campaign=0081d4b748-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-0081d4b748-
https://www.caqh.org/sites/default/files/2023-05/2022-caqh-index-report.pdf?utm_source=American+Action+Forum+Emails&utm_campaign=0081d4b748-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-0081d4b748-
https://www.ama-assn.org/press-center/press-releases/toll-prior-authorization-exceeds-alleged-benefits-say-physicians
https://www.ama-assn.org/press-center/press-releases/toll-prior-authorization-exceeds-alleged-benefits-say-physicians
https://www.nber.org/system/files/working_papers/w30878/w30878.pdf
https://www.nber.org/system/files/working_papers/w30878/w30878.pdf
https://jamanetwork.com/journals/jama/article-abstract/2752664
https://jamanetwork.com/journals/jama/article-abstract/2752664

$760-$935 billion in annua waste). How much of thisisaresult of prior authorization is not clear, but it's hard
to believe it’s not a contributor of some consequence. Additionally, physicians routinely cite administrative
hassles (including prior authorization) as a primary cause of burnout (which leads to worse care), and that
burnout is accelerating: One survey of physicians from 2014-2017 found burnout rates increased from 40.6
percent to 45.6 percent, citing administrative burdens as akey factor, and a 2021 survey found 33 percent of
medical practices had physicians retire early or leave due to burnout, while a 2022 survey found 40 percent of
medical groups reported a physician retiring early or leaving due to burnout. Assuredly, much of the burnout
increase in the last three years is pandemic-related, but prior authorization’s rising contribution to administrative
burden in the last five years — weekly average prior authorization requests rose from 31 in 2018 to 45 in 2023 —
is certainly a contributing factor.

Why all this matters: A dwindling supply of doctors while demand for health care increases will cause health
care costs to rise over the long term — basic economics that no amount of cost management can overcome.
Prior authorization isn’t going away anytime soon, but health policy observerswill no doubt be on the
lookout to seeif thisfinal rulereduces prior authorization’s perceived burdens.

AMERICANACTIONFORUM.ORG


https://www.ama-assn.org/practice-management/sustainability/physician-shortage-crisis-here-and-so-are-bipartisan-fixes
https://www.ama-assn.org/practice-management/sustainability/physician-shortage-crisis-here-and-so-are-bipartisan-fixes
https://www.sciencedirect.com/science/article/pii/S2452109421002190
https://www.sciencedirect.com/science/article/pii/S2452109421002190
https://onlinelibrary.wiley.com/doi/full/10.1111/joim.12752
https://onlinelibrary.wiley.com/doi/full/10.1111/joim.12752
https://www.mgma.com/data/data-stories/even-as-covid-19-pandemic-eases,-a-physician-burno?utm_source=American+Action+Forum+Emails&utm_campaign=0081d4b748-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-0081d4b748-
https://www.mgma.com/data/mgma-stat?utm_source=American+Action+Forum+Emails&utm_campaign=0081d4b748-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-0081d4b748-
https://www.nihcr.org/wp-content/uploads/Altarum-Prior-Authorization-Review-November-2019.pdf?utm_source=American+Action+Forum+Emails&utm_campaign=0081d4b748-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-0081d4b748-
https://www.ama-assn.org/press-center/press-releases/toll-prior-authorization-exceeds-alleged-benefits-say-physicians?utm_source=American+Action+Forum+Emails&utm_campaign=0081d4b748-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-0081d4b748-
https://www.healthsystemtracker.org/chart-collection/u-s-spending-healthcare-changed-time/#Annual change in national health expenditures, by spending category, 2019-2022

