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Abstract

Executive Summary

Medicare's Wasteful and Inappropriate Service Reduction (WISeR) model repres
the most significant shift in American healthcare policy since the introduction o
Medicare Advantage, fundamentally altering the relationship between governme
healthcare programs and utilization management. This pilot program creates a r
billion dollar market opportunity for health technology companies while acceler

the convergence of Fee-for-Service and managed care delivery models.
Key Market Opportunities

e Al-powered clinical decision support platforms specifically designed for

Medicare coverage criteria

e Hybrid workflow management systems supporting both prospective and

retrospective review processes

e Provider risk stratification and decision support tools for authorization patl

selection

e Medicare-specific integration platforms connecting existing healthcare IT

infrastructure

e Outcome measurement and waste reduction analytics platforms for perform

based contracting

e Specialized clinical review services with deep Medicare expertise



Strategic Imperatives for Authorizatior
Companies

e Rapid development of Medicare-specific capabilities and expertise
e Investment in artificial intelligence and machine learning technologies

e Strategic partnerships with Medicare Administrative Contractors and healt]

systems

e Adaptation of business models to accommodate outcome-based payment

structures

e Geographic expansion strategies aligned with WISeR pilot regions

Long-term Industry Implications

e Fundamental redefinition of Fee-for-Service versus managed care distinctio
e Acceleration of technology adoption across all healthcare payment models
e Increased political acceptance of utilization management in government prc

e Evolution toward hybrid healthcare delivery models combining multiple

financing approaches

e Potential transformation of Medicare into a fully managed healthcare progr

I. The Tectonic Shift: Medicare Embrac
Authorization
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The healthcare industry awakens to a fundamentally altered landscape as Medic
the most sacred and untouchable pillar of American healthcare policy, begins its
inexorable march toward utilization management. For nearly sixty years, Medica
Fee-for-Service has stood as the great exception to the managed care revolution,
maintaining its promise of unfettered access to covered services while private in
built increasingly sophisticated apparatus for controlling utilization and managi
clinical decision-making. The introduction of the Wasteful and Inappropriate Se
Reduction model shatters this paradigm with the force of a seismic event, sendir

shockwaves through every corner of the healthcare ecosystem.

The magnitude of this transformation cannot be overstated. Medicare processes
one billion claims annually, covering sixty-five million Americans with a total bt
approaching one trillion dollars. When an entity of this scale begins experiment
with utilization management concepts, the ripple effects extend far beyond the

specific services targeted in the initial pilot program. The WISeR model establis
precedent, creates infrastructure, and builds political acceptance for concepts tl

have been anathema to Medicare's foundational principles since its inception.

The timing of this shift reflects the convergence of multiple pressures that have
building within the Medicare system for decades. Rising healthcare costs, an agi
population, and increasing fiscal pressures on government budgets have created
environment where even the most politically sensitive healthcare programs must
confront the reality of unsustainable spending growth. The Medicare Payment

Advisory Commission's identification of nearly six billion dollars in wasteful spe
in a single year provides the political cover necessary for implementing utilizatic

management concepts that would have been unthinkable just a few years ago.

The selection of artificial intelligence and machine learning as core requirement
the WISeR model signals Medicare's recognition that technology must play a cer
role in any successful utilization management implementation. Unlike the manu
labor-intensive approaches that characterized early managed care utilization rev
Medicare is positioning itself at the forefront of technology-enabled healthcare
management. This technological focus creates unprecedented opportunities for

companies capable of building sophisticated clinical decision support systems w



simultaneously raising the barriers to entry for traditional utilization manageme

organizations that rely primarily on manual review processes.

The choice-based framework that allows providers to select between prospective
authorization and retrospective review represents a uniquely American compror
between access and cost control. Rather than implementing the binary authorize
requirements that characterize most managed care organizations, Medicare is cr
a middle path that preserves provider autonomy while introducing utilization

controls. This hybrid approach reflects the political realities of implementing

managed care concepts within a government program while creating operational
complexities that will define the competitive landscape for technology companie

seeking to serve this market.

Il. Deconstructing the Market
Opportunity

The emergence of Medicare utilization management creates a market opportuni
dwarfs most other developments in healthcare technology. Consider the scale:

Medicare Fee-for-Service processes claims worth hundreds of billions of dollars
annually, and even modest improvements in utilization management could gener
savings measured in tens of billions. The WISeR model's focus on outcome-base
payments means that successful companies will capture a percentage of these sa

creating revenue opportunities that could support multiple billion-dollar enterf

The unique characteristics of the Medicare market create competitive dynamics
differ fundamentally from commercial healthcare markets. Unlike commercial p
that maintain proprietary coverage policies and utilization management criteria,
Medicare operates with transparent, publicly available coverage determinations
create standardized foundations for clinical decision support systems. This

standardization enables deeper technological sophistication and more comprehe
automation than is typically possible in multi-payer environments where compai

must accommodate dozens of different policy frameworks.



The requirement for specialized clinical expertise in Medicare coverage criteria
creates natural barriers to entry that protect companies capable of building thes
capabilities while excluding generalist organizations. Medicare's coverage polici
reflect decades of clinical evidence review, regulatory interpretation, and

administrative precedent that cannot be quickly replicated by companies withot
deep program expertise. Organizations that can combine technological sophistic
with authentic Medicare clinical expertise will establish sustainable competitive

advantages that extend far beyond the initial WISeR pilot.

The geographic distribution of the WISeR pilot creates interesting market dynas
where success in initial states will likely translate to competitive advantages as t
program expands. Companies that can establish operational capabilities, provide
relationships, and clinical expertise in pilot regions will be positioned to scale r:
as Medicare expands utilization management to additional geographic areas and
service categories. This first-mover advantage becomes particularly important gi
the time required to build authentic Medicare expertise and establish trust with

government stakeholders.

The integration requirements with Medicare Administrative Contractors introd
technical complexities that favor companies with experience in government syst:
integration while creating opportunities for specialized vendors. MACs operate
systems with unique data formats, communication protocols, and operational
requirements that differ significantly from commercial payer systems. Companie
can build reliable, scalable integration capabilities with MAC infrastructure wil
become essential partners for organizations seeking to participate in Medicare

utilization management.

The emphasis on provider and beneficiary experience measurement within the V
performance framework creates opportunities for companies that can demonstr:
value beyond simple cost reduction. Traditional utilization management focuses
primarily on controlling spending and reducing administrative costs. Medicare's
inclusion of experience metrics suggests that successful companies must build

capabilities for enhancing rather than merely managing the healthcare delivery



process, creating opportunities for organizations that can improve clinical outcc

while reducing waste.

I1l. Novel Business Models in the
Medicare Authorization Era

The intersection of Medicare's scale, technological requirements, and unique
operational characteristics creates opportunities for entirely new categories of
healthcare technology businesses that have no clear precedent in commercial me
The choice-based framework between prospective authorization and retrospecti
review creates immediate demand for sophisticated decision support platforms t
can help providers navigate these options based on clinical, financial, and
administrative considerations. Unlike simple prior authorization systems that p;
binary approval decisions, these platforms must integrate multiple data sources
including patient clinical information, provider-specific approval rates, adminis
burden metrics, and financial risk assessments to generate actionable provider

guidance.

The development of Al-powered clinical decision support systems specifically

optimized for Medicare coverage criteria represents a massive market opportuni
that leverages the standardization and transparency of government program pol;
These systems can achieve levels of sophistication and automation that are impo
in commercial markets where companies must accommodate multiple proprietar
policy frameworks. Organizations building Medicare-specific platforms can opti
their algorithms around consistent coverage criteria while developing comprehe

training datasets based on decades of Medicare claims and coverage decisions.

The outcome-based payment structure introduced by the WISeR model creates

opportunities for entirely new approaches to healthcare technology pricing and-
capture. Rather than traditional software licensing or administrative fee models,
companies can build business models based on demonstrable waste reduction ar

improved clinical outcomes. This approach aligns company incentives with Med



objectives while creating revenue opportunities that scale with the value deliver

rather than simple transaction volume or user counts.

The integration of prospective and retrospective review workflows creates dema
comprehensive platform solutions that can support both operational modes whil
maintaining consistent clinical decision-making and data management. Organiz:
capable of building truly unified platforms that seamlessly transition between

authorization and audit workflows will capture significant market share as provi

seek to minimize the operational complexity associated with dual review pathwa

The requirement for specialized clinical expertise creates opportunities for hybt
technology and services businesses that combine sophisticated platforms with e:
clinical review capabilities. Unlike pure software companies that provide tools fi
customer use, these hybrid organizations can provide comprehensive utilization
management services that combine technological efficiency with clinical experti

creating higher-value propositions while building stronger customer relationshi

The measurement and attribution requirements associated with outcome-based
payments create opportunities for specialized analytics companies that can prov
comprehensive performance monitoring and reporting services. These organizat
must build capabilities for isolating utilization changes attributable to specific

interventions while controlling for market trends, seasonal variations, and other
policy changes. The analytical sophistication required for accurate performance
measurement creates sustainable competitive advantages for companies that can

robust measurement and attribution methodologies.

The geographic expansion of the WISeR model will create opportunities for

specialized implementation and expansion services that can help companies rapi
establish operations in new markets while maintaining compliance with varying
regulations and market conditions. Organizations that can provide turnkey expa
capabilities, including regulatory compliance, provider relationship developmen
operational setup, will become valuable partners for technology companies seek:

scale with program growth.



IV. Strategic Positioning for
Authorization Ecosystem Players

The emergence of Medicare utilization management fundamentally alters the sti
landscape for companies operating in the authorization ecosystem, creating bott
unprecedented opportunities and existential threats depending on how organiza
position themselves for the transformation. Incumbent authorization companies
the complex challenge of adapting platforms and processes built for commercial
requirements to serve a government program with fundamentally different

operational characteristics, payment structures, and performance expectations.

Established players possess significant advantages in clinical expertise, operatio
scale, and technological sophistication that can be leveraged for Medicare utiliz:
management. However, these companies must carefully evaluate whether their

existing business models and technological architectures can efficiently support
Medicare requirements or whether substantial reinvestment is necessary to com
effectively. The transition from predictable administrative fee structures to outc
based payment models requires fundamental changes in how companies approac

service delivery, risk management, and customer relationships.

Organizations with deep clinical expertise in specific therapeutic areas may find
opportunities to establish specialized positions within the Medicare utilization

management ecosystem rather than competing directly with comprehensive plat
providers. Companies that can develop authoritative clinical review capabilities
complex service categories while building integration partnerships with platforr
providers may capture significant value without the capital requirements associ:

with full platform development.

The technological requirements embedded within the WISeR model create
opportunities for companies with strong artificial intelligence and machine lear;
capabilities to establish competitive positions regardless of their experience in
traditional utilization management. Organizations that can build sophisticated

clinical decision support systems while developing operational capabilities for



government program participation may outcompete established players that rely

primarily on manual review processes.

New entrants face reduced barriers to market entry given Medicare's emphasis ¢
technological sophistication over established relationships and operational histc
Companies building Medicare-specific platforms from the ground up can optim
their technologies and processes for government program requirements while
avoiding the technical debt associated with adapting existing commercial systen
However, new entrants must balance the advantages of clean-sheet development
the challenges of building clinical expertise, operational scale, and government

program credibility necessary for successful participation.

Strategic partnerships become increasingly important for all ecosystem particip:
the complexity of Medicare utilization management implementation exceeds the
capabilities of individual organizations. Electronic health record vendors, practi
management companies, healthcare analytics organizations, and specialized
consulting firms can develop complementary offerings that enhance participant
capabilities while generating new revenue streams. The key to successful partne
strategies lies in identifying genuine complementary capabilities rather than

attempting to replicate existing competitive offerings.

Geographic strategy becomes particularly important given the state-by-state roll
the WISeR pilot and the likelihood that successful implementation will lead to
continued geographic expansion. Companies must balance early investment in p
regions with preparation for broader national expansion while managing the
operational complexities associated with varying state regulations and market
conditions. Organizations that can establish scalable operational models while
building authentic local market expertise will capture disproportionate value as

program expands.

The integration of Medicare utilization management with existing commercial
authorization workflows creates strategic imperatives for companies serving mu
payer provider organizations. Platforms that can unify Medicare and commercia

authorization processes while optimizing administrative efficiency will become



essential infrastructure for healthcare delivery organizations. The operational
complexity of managing multiple authorization pathways creates sustainable
competitive advantages for companies that can build comprehensive, integrated

solutions.

V. The Convergence Thesis: When Fee-
for-Service Becomes Managed Care

The introduction of utilization management concepts into Medicare Fee-for-Ser
represents more than incremental policy evolution; it signals the beginning of a
fundamental convergence between healthcare financing models that have been
conceptually distinct for decades. The traditional boundaries between Fee-for-S
and managed care have been defined by approaches to utilization control, provic
payment, and care coordination. As Medicare adopts utilization management
capabilities while maintaining Fee-for-Service payment structures, these definiti

boundaries become increasingly meaningless.

The choice-based framework introduced by the WISeR model creates a hybrid
approach that combines elements of both Fee-for-Service and managed care witl
fully embracing either model. Providers retain the autonomy to choose their apg
to utilization review while accepting the consequences of those choices through
retrospective review processes. This framework suggests that future healthcare
financing models may increasingly adopt flexible approaches that balance access

cost control considerations rather than adhering to rigid categorical distinctions

The integration of artificial intelligence and machine learning capabilities into
Medicare utilization management reflects broader technological trends that trar
traditional healthcare financing categories. As these technologies demonstrate v
in improving clinical decision-making and reducing administrative costs, their
adoption will accelerate across all healthcare delivery models regardless of unde
payment structures. The technological sophistication that characterizes the WIS
model will likely become standard infrastructure for all healthcare financing

approaches.



The emphasis on transparency and evidence-based review criteria within the W1
model addresses longstanding criticisms of managed care utilization manageme:
while introducing accountability mechanisms that have traditionally been absen
Fee-for-Service systems. This balanced approach suggests that future healthcare
financing models will incorporate transparency and accountability requirements

standard components rather than distinguishing features of specific models.

The performance measurement framework developed for the WISeR model integ
concepts from value-based care, outcomes measurement, and traditional utilizat
management into a comprehensive approach to evaluating healthcare delivery

effectiveness. This integration suggests that future healthcare financing approac
will increasingly combine elements from multiple models rather than maintainis

strict adherence to single theoretical frameworks.

The political and clinical acceptance of utilization management within Medicare
creates precedent for broader application of managed care concepts within
government programs while potentially reducing resistance to utilization contro
commercial markets. As Medicare demonstrates that utilization management ca
implemented in ways that preserve access while reducing waste, the conceptual

barriers to utilization control may diminish across all healthcare financing mode

The operational infrastructure developed for Medicare utilization management
likely serve as a foundation for broader integration of managed care capabilities
within government programs. The Medicare Administrative Contractor network
clinical review capabilities, and provider integration systems developed for the \
model create reusable infrastructure that can support expanded utilization

management implementations across additional Medicare services and potential

other government healthcare programs.

The terminology used to describe healthcare financing and delivery models will
evolve to reflect the integration of previously distinct concepts. Rather than
maintaining categorical distinctions between Fee-for-Service and managed care,
industry may develop more nuanced frameworks that describe the specific

combination of payment, utilization management, and care coordination approa



employed by different programs. This evolution in terminology will reflect the r
that most healthcare programs will incorporate elements from multiple traditios

models.

VI. The Future State: Reimagining
Healthcare Delivery Models

The successful implementation of the WISeR model will inevitably catalyze broz
discussions about the fundamental structure of American healthcare financing a
delivery. The infrastructure, operational capabilities, and political acceptance
developed through the pilot program create the foundation for systematic expan
of utilization management across Medicare while potentially influencing the evc
of other healthcare programs. The logical progression from targeted utilization
management to comprehensive prior authorization represents a natural evolutio
Medicare seeks to capture additional waste reduction opportunities while build;

proven implementation approaches.

The integration of utilization management capabilities with Medicare Administ
Contractors creates the infrastructure foundation for program-wide implementz
of utilization control concepts. As MACs develop expertise in managing utilizati
review processes and providers adapt to new workflow requirements, the

administrative barriers to broader implementation will diminish significantly. T
operational experience gained through the WISeR pilot will provide the practica
knowledge necessary for scaling utilization management across the full spectrur

Medicare services.

The development of Medicare-specific clinical decision support tools and autom
review capabilities will reduce the administrative burden associated with expanc
utilization management while improving clinical accuracy and consistency. Thes
technological advances will address many traditional concerns about prior

authorization implementation while enabling more sophisticated approaches to

clinical decision support. The artificial intelligence and machine learning capab



developed for the WISeR model will provide the technological foundation for

comprehensive utilization management implementation.

The measurement and attribution capabilities developed for the WISeR model w
provide the analytical foundation for evaluating broader utilization management
implementation while building the evidence base for expanded prior authorizati
Medicare develops sophisticated approaches to measuring waste reduction, clini
outcomes, and beneficiary experience, the justification for expanded utilization

management will strengthen significantly. The performance measurement frame
established by WISeR will become the standard for evaluating all Medicare utili

management initiatives.

The convergence of Medicare Fee-for-Service with managed care concepts will
accelerate as value-based payment models become more prevalent and integratec
utilization management approaches. The combination of prospective utilization
review with alternative payment models creates opportunities for more sophistic
approaches to healthcare management that incorporate elements from multiple
financing and delivery frameworks. This integration will likely produce hybrid r

that transcend traditional categorical distinctions.

The political acceptance of utilization management within Medicare will likely
influence broader healthcare policy discussions while reducing resistance to
utilization controls in other government programs. The demonstration that utili
management can be implemented in ways that preserve access while reducing w:
will provide political cover for similar implementations in Medicaid, Veterans A
healthcare, and other government programs. The precedent established by Medi
will likely accelerate the adoption of utilization management concepts across all

government healthcare programs.

The terminology used to describe Medicare and other healthcare programs will |
to reflect the integration of managed care concepts into traditional Fee-for-Servi
frameworks. As utilization management, care coordination, and outcomes

measurement become standard components of Medicare operations, the distinct

between Fee-for-Service and managed care may become obsolete. Future discuss



will likely focus on the specific combination of payment methods, utilization coi

and care coordination approaches rather than categorical program types.

The transformation of Medicare into a comprehensively managed healthcare prc
represents the ultimate endpoint of the convergence process begun by the WiSe
model. While this transformation may occur gradually over decades, the

infrastructure and capabilities being developed today will provide the foundatio
this evolution. The companies and organizations that position themselves for thi
long-term transformation while building capabilities for immediate opportuniti

establish dominant positions in the future healthcare ecosystem.

VIl. Navigating the Transformation

The transformation of Medicare from an open Fee-for-Service system to a manag
healthcare program represents both the greatest opportunity and the most signi:
challenge facing health technology entrepreneurs today. The organizations that
successfully navigate this transformation will build sustainable competitive
advantages while capturing enormous value from the largest healthcare market i
world. However, success requires strategic thinking that extends far beyond the

immediate opportunities created by the WISeR pilot program.

The development of authentic Medicare expertise becomes a critical differentiat
companies seeking to establish sustainable positions in the evolving market. Un
commercial healthcare markets where companies can build competitive advanta,
through superior technology or operational efficiency alone, the Medicare markq
requires deep understanding of government program operations, regulatory

requirements, and political dynamics. Organizations that invest in building

comprehensive Medicare expertise while maintaining technological sophisticatic

establish positions that cannot be easily replicated by competitors.

The balance between immediate opportunity capture and long-term strategic
positioning requires careful consideration of resource allocation and growth
strategies. Companies must generate revenue and build market presence in the

current WISeR pilot while preparing for broader program expansion and fundar



market transformation. Organizations that can build scalable platforms and
operational capabilities while maintaining financial sustainability will be positic

to capture disproportionate value as the market evolves.

Strategic partnership development becomes essential for navigating the comples
Medicare utilization management implementation while building comprehensiv
service offerings. The integration requirements, clinical expertise needs, and
operational complexities associated with Medicare utilization management exce:
capabilities of individual organizations. Companies that can build effective ecos
partnerships while maintaining their core competitive advantages will establish
stronger market positions than those attempting comprehensive internal

development.

Geographic expansion strategies must balance early market entry with efficient
resource utilization while preparing for potential rapid scaling as the program
expands. The state-by-state rollout of the WISeR pilot creates first-mover advan
for companies that can establish strong positions in initial markets. However,
organizations must also prepare for potential acceleration of program expansion

could require rapid scaling across multiple geographic markets simultaneously.

Technology development priorities must balance immediate market requiremen
with long-term strategic capabilities while maintaining platform flexibility for
evolving program requirements. The rapid pace of Medicare policy evolution rec
platforms that can quickly adapt to changing requirements while maintaining
operational stability. Companies that can build flexible, adaptable technology
platforms while establishing strong operational capabilities will maintain compe

advantages as the market evolves.

The integration of outcome-based payment models with traditional software bus
models requires fundamental reconsideration of pricing strategies, risk manage:
approaches, and customer relationship development. Organizations accustomed
predictable software licensing revenues must develop capabilities for managing
performance-based compensation while building business models that align wit

customer success. The transition to outcome-based models creates opportunitie:



higher revenue capture while requiring more sophisticated approaches to busine

model development.

The long-term transformation of Medicare into a comprehensively managed
healthcare program will create winners and losers based on strategic positioning
decisions made today. Companies that can build capabilities for the full spectru
utilization management requirements while establishing strong relationships wi
government stakeholders will capture enormous value as the market evolves. Th
organizations that fail to position themselves for this transformation may find
themselves excluded from the largest healthcare market opportunity of the next

decade.

The convergence of Fee-for-Service and managed care concepts extends beyond
Medicare to influence the entire healthcare financing ecosystem. Companies tha
build capabilities for this convergence while maintaining expertise across multij
healthcare financing models will establish positions in the broader transformati
American healthcare. The strategic decisions made in response to Medicare's
utilization management implementation will determine competitive positions ac

the entire healthcare technology ecosystem for years to come.
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