TACKLING PRIOR AUTH

NEW SOLUTIONS TO ADDRESS
PROVIDER-PAYER FRICTION

(RC ILMARK
RESEARCH
MARKET SCAN REPORT




JULY 2017

(R CHILMARK

CHo©2017



JULY 2017

ABOUT CHILMARK RESEARCH

Chilmark Research is a global research and advisory firm whose sole focus is the market for healthcare IT solutions.
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search structuresitsresearch reportsto serve the needs of technology adopters, consultants, investors and technol-
ogy vendors. In addition to reports for the general market, Chilmark Research performs research for clients based on
their specific needs. Such research has included competitive analyses, market opportunity assessments, strategic as-
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tact us directly for further information about CAS.

Chilmark Researchis proud of the clients it has had the pleasure to serve including Abbott Labs, Bluetooth Special In-
terest Group, Catholic Healthcare East, Cerner, HCA, Highmark, IBM, Kaiser-Permanente, McKesson, McKinsey, Mi-
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EXECUTIVE SUMMARY

I am a provider and | have a stack of Prior Auths to submit. Hmm, is it best for me use the phone, the fax, my clearing-
house portal, one of many payer portals, my HIE, my EHR, or my other UM software to assist? ...shake, shake, shake...
my Magic 8-Ball suggests | should just mail them in...

Prior authorization (PA) requirements have a long-standing history of creating friction between providers and
payers. Their mandatory one-size-fits-all nature, inconsistent policies across the payer landscape, and cumber-
some manual processes frustrate providers who say the requirements interfere with care decisions. Few of the
efforts over the last several years to automate this process have helped significantly. Industry stakeholders are
increasingly voicing loud concern and calling for PA reform.

Providers and payers both benefit when they converge on a patient-centric approach to PA. This pharmacy ven-
dor’s observation sums things up for both the pharmacy and medical industries:

“Prior authorization...is...right at the intersection where a doctor is making a decision about the tradeoffs
between the cost of a treatment and its efficacy... The goal is to help doctors make more intelligent
consumption decisions.”

- Matt Scantland, CEO, CoverMyMeds

PA is on the cusp of having a breakout moment. Throughout 2017, providers and payers will see new solutions that
will make PA more effective and efficient so it can more broadly serve as a vital aspect of revenue cycle, cost contain-
ment, and population health management strategies. Importantly, these new solutions will be better for consumers.

Provider-payer convergence, though currently in an experimental pilot stage, stands to benefit from new PA
solutions. To uncover a likely vanguard for greater convergence, we followed the money and looked at how PA
affects the beginning of the revenue cycle. What happens to the traditional payer PA approach as risk and PHM
accountabilities shift to providers? Is PA shifting, too? And if so, is it shifting from a process perspective, a tech-
nology perspective, or both?

KEY TAKEAWAYS

> PA processes are not going away despite increasing provider adoption of value-based care (VBC),
though a new PA model is emerging that promises to deliver mutually beneficial results for providers
and payers with far less pain.

> The challenge to automate PA processes that require clinical review has paralyzed the industry from
adopting any form of PA automation; the low-hanging fruit of automating administrative reviews
with 278 transactions represents a tremendous efficiency and cost savings opportunity for provid-
ers and payers.

> New solutions for clinical PA automation are now available, but vet them carefully as most have not
yet demonstrated ability to scale.

> Real-time clinical PA adjudication, fully integrated with Clinical Decision Support (CDS), enables clin-
ical and coverage decision optimization at the point of care, an essential “gold standard” tool to en-
able VBC success.

> Chilmark Research projects that this new evolution in PA technology will serve as a petri dish for
greater forms of provider-payer convergence that will then spread to other VBC and Population
Health Management (PHM) strategies.
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