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Executive Summary

Artificial intelligence has moved from experimentation to enterprise deployment. Health plans, providers, PBMs,
technology companies, and government agencies are embedding Al into document review, regulatory research, call
summarization, utilization management, member operations, risk analysis, audit preparation, and executive
reporting. The discussion, however, remains too narrow. Most conversations still focus on what Al can do. Fewer
address how Al should be valued.

That gap matters because Al changes the economics of enterprise software. Traditional SaaS pricing was built
around users, modules, seats, transactions, storage, or broad enterprise licenses. Al introduces a different cost
structure. Each prompt, document search, recommendation, or workflow action can create variable compute,
retrieval, privacy, monitoring, and governance cost. At the same time, the value created may be much larger than
the cost of running the interaction.

This creates a mismatch between the unit of cost and the unit of value. A health plan executive does not care how
many tokens were consumed to retrieve evidence for an audit. The executive cares whether audit cycle time fell,
regulatory confidence improved, repeat findings declined, and staff capacity was freed for higher-value work.

Healthcare intensifies this mismatch. Al in healthcare operations must work inside regulated, evidence-heavy,
multi-stakeholder workflows. A generic productivity assistant may only need to draft, summarize, or answer. A
healthcare operations platform must preserve protected information, respect access controls, cite trusted sources,
show traceable evidence, support human review, and produce decisions that can withstand audit and regulatory
scrutiny.

The strategic implication is clear. Al will not remain a separate product category for long. It will become infrastructure
inside healthcare software. The more important question is whether that intelligence is embedded deeply enough to
improve operations. Inovaare's opportunity is to define this shift early and frame it in executive language health plans
can use.

"Al has technical cost, but its business value is operational. The winners will not

simply deploy more models. They will create better systems of work."
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The Industry Is Solving the Easier Problem

Spend time with any enterprise healthcare technology roadmap and the pattern is familiar. Every platform now has a
copilot. Every product team has a generative Al story. Every sales deck includes document intelligence,
conversational search, summarization, predictive insight, or agentic workflow automation.

These capabilities are useful. They are also becoming table stakes. The easier problem is showing that Al can
generate a summary, search a library, draft an email, classify a case, or produce a recommendation. The harder
problem is proving that the use of Al changes the economics of the function it touches.

For healthcare executives, the economics question is unavoidable. The cost of Al is not limited to software licensing.
It includes model usage, retrieval pipelines, vector stores, security controls, redaction, monitoring, testing, human
review, policy governance, workflow redesign, user adoption, and vendor margin. The value of Al is equally
multidimensional. It may show up in lower administrative effort, faster audit preparation, fewer repeat findings,
improved documentation quality, better member experience, reduced rework, faster regulatory response, or more
confident executive decisions.

The problem is that most Al business cases still treat Al like a productivity tool. That is too small a frame for
healthcare operations.

DEMONSTRATING CAPABILITY CREATING ECONOMIC VALUE

Al summarizes documents Audit cycle time falls by measurable weeks
Al classifies complaints A&G resolution consistency improves

Al retrieves policies Regulatory response time contracts

Al drafts case notes Documentation quality scores rise

Al flags anomalies Repeat audit findings decline
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Why Al Breaks Conventional SaaS Economics

Traditional SaaS economics are comparatively simple. A vendor builds software, hosts it, supports it, and charges by
seat, module, transaction, usage tier, or enterprise agreement. The marginal cost of serving one more user is usually
manageable once the product has scaled.

Al changes this model in three fundamental ways.

1. Al introduces variable operating cost into everyday workflows. A document search, appeal summary, audit
evidence review, or regulatory impact analysis can invoke model inference, retrieval, embeddings,
orchestration, logging, guardrails, and monitoring.

2. The value of Al is nonlinear. One Al interaction might save five minutes. Another might prevent weeks of
manual audit preparation or reduce the likelihood of a costly compliance miss. The cost unit and the value unit

do not naturally align.

3. Customers increasingly expect Al to be embedded. As Al becomes a standard capability, vendors may

struggle to charge separately for every Al function even though those functions create ongoing cost.

This is the basic Al economics tension. If the vendor prices only by seat, heavy Al usage can compress margins. If
the vendor prices only by technical consumption, customers may feel punished for adoption. The practical answer is
not a single pricing model. It is a better value model — one that connects technical consumption to business

outcomes.

DIMENSION

Cost structure

TRADITIONAL SaaS

Fixed per seat or module

AlI-EMBEDDED PLATFORM

Variable per workflow interaction

Value measurement

Usage and uptime

Operational outcomes

Marginal cost

Near-zero at scale

Ongoing per interaction

Customer expectation

Stable feature set

Embedded, always-on intelligence

Pricing model

Subscription

Hybrid: subscription + governed usage
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Healthcare Is a Different Al Market

Healthcare is not a generic Al adoption environment. It is a regulated operating system of contracts, policies,
benefits, claims, authorizations, member communications, provider relationships, delegated entities, clinical
documentation, CMS guidance, audit protocols, appeals, grievances, quality programs, and enforcement risk.

That means Al value in healthcare cannot be measured only by output speed. It must also be measured by whether
the output is usable in a regulated workflow.

A general-purpose Al assistant can summarize a PDF. A healthcare operations platform may need to answer a
much harder request: compare CMS guidance with internal policy, identify the affected line of business, trace
evidence to the original source, surface prior audit findings, recommend workflow actions, preserve a decision log,
and route the result to the right owner.

To the user, this may look like one answer. Underneath, it is an orchestration problem involving knowledge retrieval,
data permissions, compliance rules, workflow state, audit history, and governance controls. This is why healthcare
Al economics cannot be reduced to model cost. The economic value comes from turning fragmented enterprise
knowledge into trusted action.

"The economic value comes from turning fragmented enterprise knowledge into

trusted action."

© 2026 Inovaare. All rights reserved. www.inovaare.com
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The Al Value Gap

The Al Value Gap is the distance between Al capability and enterprise value. Most organizations can demonstrate
capability. Fewer can demonstrate scaled, measurable, governed value.

McKinsey's 2025 global Al survey found that while 62 percent of organizations were at least experimenting with Al
agents, only 39 percent reported EBIT impact at the enterprise level.! That gap is exactly the issue healthcare
leaders need to understand.

In healthcare operations, the Al Value Gap is especially visible. A health plan may pilot Al in document search,
summarize policies, classify complaints, or draft case notes. Those pilots may be impressive, but they do not
automatically create enterprise value. Value appears only when Al becomes embedded in work, improves
measurable outcomes, and is trusted by the people accountable for regulated decisions.

What closes the Al Value Gap?

Governance infrastructure. Workflow redesign. Trusted source data. Measurable baselines. Human review paths.
Adoption at scale. The Value Gap is not closed by deploying more Al — it is closed by deploying better-governed Al
into redesigned workflows.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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The Hidden Cost Stack of Enterprise Al

One reason Al economics is difficult is that many costs are not visible to the business user. The interface may look
simple. The platform economics are not.

Behind a single Al answer, a mature healthcare operations platform may need to perform several steps: authenticate
the user, check entitlements, retrieve documents, search vector indexes, query structured data, redact or protect
sensitive content, call one or more models, validate the answer, cite sources, log activity, preserve evidence, route
outputs into workflow, monitor quality, and support human review.

These capabilities are not ornamental. They are the difference between a consumer-style Al tool and
enterprise-grade healthcare intelligence. A serious Al strategy must therefore address cost sustainability. If a
platform makes Al easy to use but does not manage cost, quality, and governance, adoption can become

economically fragile.

LAYER

User authentication

FUNCTION

Identity and access verification

WHY IT MATTERS IN HEALTHCARE

PHI access must be controlled

Entitlement check

Role and data permissions

Regulatory and privacy requirements

Document retrieval

Policy, contract, audit evidence

> Evidence must be current and authoritative

Vector search

Semantic knowledge retrieval

Healthcare requires domain-specific indexing

Structured query

Claims, member, provider data

1 Structured and unstructured data integration

PHI redaction

Sensitive data protection

HIPAA compliance requirement

Model inference

Language model response ge

neraticuracy, latency, cost per call

Source validation

Citation and traceability

Defensible decisions require evidence chains

Audit logging

Activity and decision record

Regulatory and litigation readiness

Governance controls

Output quality, review path

Human oversight for regulated decisions
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From Artificial Intelligence to Enterprise
Intelligence

The phrase ‘artificial intelligence' can be misleading because it directs attention to the model. In enterprise
healthcare operations, the model is only one component. The bigger capability is enterprise intelligence: the ability to
make the organization's knowledge, data, workflows, rules, and decisions more usable, connected, and measurable.

This distinction is critical for how health plans should evaluate Al platforms. The strongest healthcare Al platforms
are not those with the most impressive model demos. They are those where intelligence is embedded in the
workflows that determine whether the organization operates well.

Enterprise intelligence is not a chatbot. It is not a document summarizer. It is not a dashboard. It is an operating
capability that helps the enterprise know, decide, act, monitor, and improve.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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The Enterprise Intelligence Equation

To give executives a practical language for this shift, Inovaare introduces the Enterprise Intelligence Equation:

INTELLIGENCE DIMENSION  WHAT IT ANSWERS PAYER EXAMPLE

Knowledge Intelligence The ability to retrieve, compare, and apply enterprise knowledge — policies, regulations, contracts, fir
Decision Intelligence The ability to help users make faster, more consistent, and more defensible decisions in regulated col
Workflow Intelligence The ability to embed Al into operational processes so that work gets done with less|friction, rework, at
Predictive Intelligence The ability to identify patterns, risks, and signals before they mature into operational or compliance pr
Governance Intelligence The ability to monitor, audit, and control Al behavior so that every interaction is trustworthy and accou

Enterprise Value = Knowledge Intelligence + Decision Intelligence + Workflow Intelligence + Predictive
Intelligence + Governance Intelligence

© 2026 Inovaare. All rights reserved. www.inovaare.com
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The Five Economics of Healthcare Al

Trust - Knowledge - Decisions - Compliance - Memory

The Economics of Trust

Trust is not a soft concept in healthcare operations. It has economic value. When teams trust a system, they use it.
When they use it, the enterprise can standardize processes, reduce rework, improve visibility, and capture
measurable value. When they do not trust it, they create side spreadsheets, manual checks, parallel processes, and
undocumented workarounds. Al raises the stakes because a fast wrong answer can be more dangerous than a slow
manual process. The NIST Al Risk Management Framework? and CMS's responsible Al guidance? both emphasize
trustworthy and responsible Al — including source citations, access controls, evidence traceability, known
limitations, review workflows, and performance monitoring.

The Economics of Knowledge

Most health plans possess enormous knowledge assets: policies, procedures, contracts, CMS memos, audit reports,
CAP histories, delegation files, grievance patterns, case notes. The problem is that much of this knowledge is
fragmented, underused, or locked in human memory. Al changes the economics of this knowledge. Once knowledge
can be searched, compared, summarized, and applied inside workflow, it becomes productive capital. A prior audit
finding becomes a risk signal. A CMS memo becomes a workflow trigger. A policy library becomes decision
infrastructure.

The Economics of Decisions

Traditional software helped users process work. Al increasingly helps users shape decisions. That distinction
changes the economics. A workflow tool can route an appeal. An intelligent workflow tool can highlight the timeline,
summarize the member history, compare evidence to policy, surface similar prior cases, and suggest next actions.
The economic value is not only time saved — it is reduced variability, better documentation, faster resolution, and
more defensible decision-making. Poor decisions in regulated healthcare operations can produce appeals backlogs,
audit findings, enforcement exposure, and avoidable remediation cost.

The Economics of Compliance

Compliance has often been treated as a cost center. That view is incomplete. In a healthcare Al economics model,
compliance becomes an intelligence function. It detects regulatory change, translates obligations into operational
action, monitors control performance, preserves evidence, and identifies risk signals. Al can strengthen this function
— but it can also introduce new risk if unmanaged. Automated recommendations without traceability can create false
confidence. This is why Al governance and Al economics must be discussed together. In healthcare, Al value cannot
be separated from safe use.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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The Economics of Memory

One of the least discussed sources of Al value is institutional memory. Health plans accumulate years of experience
through audits, findings, corrective actions, regulatory correspondence, internal policies, and SME judgment. But this
memory is often distributed across people, folders, emails, and legacy systems. When experienced employees
leave, organizations lose context. When teams work in silos, lessons do not travel. Al can make institutional memory
operational — helping a new auditor understand how a similar issue was handled previously, showing which CAPs
were tied to a recurring root cause, or recognizing whether a current metric resembles a past failure pattern.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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Why Token Pricing Is the Wrong Conversation

Token pricing is useful for vendors managing infrastructure cost. It is not the right language for healthcare executives
evaluating business value.

If an Al tool consumes thousands of tokens to summarize a document that no one uses, the economic value is low. If
another interaction consumes more resources but prevents weeks of manual audit work or identifies a compliance
gap, the economic value may be high. The cost metric alone cannot explain the outcome.

This does not mean usage cost is irrelevant. Vendors must manage it carefully. But the customer-facing value story
should move toward outcomes: faster evidence retrieval, stronger audit readiness, reduced manual review,
improved case consistency, better regulatory response, and more trusted executive visibility.

The future is likely hybrid. Enterprise healthcare Al pricing may combine platform subscription, governed Al usage
tiers, workflow volume, and value-based components where attribution is credible. The mistake would be forcing
healthcare Al into a purely technical consumption model — or making broad outcome promises without measurable
operational baselines.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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Five Executive Predictions for 2030

1. Al becomes expected infrastructure

Health plans will stop asking whether a platform has Al and start asking why intelligence is not embedded in every
major workflow.

2. Vendors compete on enterprise knowledge, not model access

The models will matter, but domain context, workflow integration, data quality, and governance will matter more.

3. Al governance is priced into enterprise-grade platforms

Privacy, explainability, monitoring, source traceability, and human review will be priced into every serious healthcare
Al platform.

4. The best Al ROI comes from operational redesign

Al layered on top of broken processes will create limited value. Al embedded into redesigned workflows will create
enterprise value.

5. The intelligent health plan emerges as the strategic operating model

The strongest organizations will connect regulatory intelligence, operational intelligence, financial intelligence, and
member intelligence into a unified decision system.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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What This Means for Health Plan Leaders Now

The practical message for health plan leaders is not to slow down Al adoption. It is to become more disciplined about
the economics of Al. The organizations that win will be those that know which workflows matter, which data is
trusted, which decisions require human oversight, which controls are needed, and which metrics prove value.

Five questions executives should ask before scaling Al:
* Which business outcome will this Al capability improve?
« Which workflow will change, and who owns that workflow?
« Which source systems, documents, policies, and evidence are required for reliable performance?
* How will we govern privacy, access, explainability, monitoring, and human review?

* What baseline will we use to measure value after deployment?

RECOMMENDED EXECUTIVE ACTION

Appoint an Al economics owner inside your health plan before the next Al budget cycle. This person bridges
technology adoption, operational value measurement, and governance — across compliance, operations, audit, and
finance.

© 2026 Inovaare. All rights reserved. www.inovaare.com
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Conclusion

The next generation of healthcare software will not be defined by artificial intelligence alone. It will be defined by how
intelligently healthcare organizations operate.

Al has technical cost, but its business value is operational. The winners will not simply deploy more models. They
will create better systems of work — embedded with intelligence, governed responsibly, and measured against
operational outcomes.

Part Il of this series makes that framework practical. It applies the Healthcare Al Economics Framework across the
specific operating domains where health plans feel cost, risk, and performance pressure every day: Internal Audit,
GRC, Delegation Oversight, Appeals and Grievances, Universe Management, Regulatory Intelligence, Prior
Authorization, Care Management, Provider Operations, and Enterprise Analytics.
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Ready to apply this framework to your operations?

Part Il applies the Healthcare Al Economics Framework across 10 payer operating domains
— from Internal Audit to Enterprise Analytics. Function-by-function value levers, KPlIs,
governance controls, and executive actions.

- Download Part II: Applying Al Economics Across Healthcare Operations —

- Request a Platform Briefing from Inovaare | info@inovaare.com | 408.850.2235
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