
Prior Authorization
The Importance of Prior Authorization
in Effective Care

Prior authorization is a process that enables health 
plans, including Medicare Advantage plans, 
Medicaid Managed Care Organizations (MCOs), and 
commercial insurers to review the appropriateness 
of a service, treatment, procedure, or medication for 
a patient before approving coverage.

» It’s a process to ensure patients are not harmed by 
unnecessary treatments, tests, and medications.

» Standards and coverage criteria for prior 
authorization are developed by physicians, 
pharmacists, and other health care providers.

» Those standards and criteria are 
based on evidence-based medical 
guidelines, utilization, and other 
information. 

» States often set prior authorization 
requirements to which Medicaid 
health plans must adhere.

» Medicaid MCOs strive for an efficient, 
streamlined prior authorization 
process that reduces administrative 
burden while still assuring patients 
receive safe, appropriate
medical care.

Enhances patient safety

For those with complex health 
needs, prior authorization ensures 
Medicaid beneficiaries aren’t put 
at risk for receiving a treatment 
or service that is inappropriate or 
doesn’t address their needs. 

Increases evidence-
based care

Prior authorization ensures 
patients receive the right care at 
the right time, right place, and 
in line with the most up-to-date 
medical evidence. 

Reduces over-utilization 
of medically unnecessary 
or low-value health  
care services

By decreasing unnecessary use 
of services or medications, health 
plans, enrollees, and government 
Medicaid programs will not be 
subject to the growing costs 
associated with treatments.  

The Goal of Prior Authorization



Through prior authorization, Medicaid Managed 
Care Organizations (MCOs) ensure vulnerable and 
underserved populations, many of whom experience 
chronic or complex medical conditions, have access 
to quality, affordable, and efficient health care.

Government Oversight of Prior 
Authorization  and Medicaid MCOs 
Managed care organizations are subject to multiple 
guardrails at the federal and state level. 

Guardrails

» Open and transparent appeals and grievance 
processes help enrollees navigate any 
uncertainties with prior authorization issues.

» Government oversight affords both the state and 
enrollees with the flexibility to benefit from a 
competitive marketplace that provides numerous 
health plan options rather than limited selections.

» To ensure medical necessity, Medicaid MCOs 
are permitted to place appropriate checks on 
certain services. Each state may have their own 
definition of “medically necessary services”, 
based on state statute and regulation.

» When a provider indicates that following the 
standard timeframe for prior authorization could 
jeopardize the enrollee’s life or health, Medicaid 
MCOs are required by federal regulations to 
make an expedited prior authorization decision 
within 72 hours.[1]

» Medicaid MCOs may not place prior 
authorization requirements on any Early and 
Periodic Screening, Diagnostic and Treatment 
(EPSDT) screening services.[2]

The State’s Role in Prior Authorization

In Medicaid, states implement additional 
regulations on prior authorization practices.

» Medicaid MCOs must follow prior authorization
processes outlined in their contracts with state
Medicaid agencies.

» State legislatures often introduce and pass 
legislation regulating prior authorization. In 
2023, over half of states considered prior 
authorization bills.[3]

Streamlining Prior Authorization While Achieving 
Its Goals

» Medicaid MCOs are continuing to work to make 
the process easier and more streamlined for 
patients and providers.

» Medicaid MCOs are collaborating with the 
Centers for Medicare & Medicaid Services
(CMS) and providers to improve transparency, 
reduce administrative burden, and implement 
more seamless, automatic processes for prior 
authorization.

• Medicaid MCOs look forward to working 
with providers and CMS[4] to leverage the 
Fast Healthcare Interoperability Resources 
(FIHR) Application Programming Interface 
(API) to streamline and expedite prior 
authorization processes.

• Allowing providers and Medicaid MCOs to 
share health information via a standardized 
system will improve the ability of health 
plans to approve services without burdening 
providers with requests for diagnosis data.
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