Brief Glossary of Managed Care Terms

Accountable Care Organization (ACO):  an entity that is a consortium of providers assumes risk for quality and cost of care delivered for a defined population receiving an annual fee per enrollee.  Think primary care, home health care, specialty care, within the same organization.  Could be run by a hospital, insurer or providers themselves.

Actuarial:   Refers to the statistical calculations used to determine the managed care company's rates and premiums charged their customers based on projections of utilization and cost for a defined population. 

Actuary:   In insurance, a person trained in statistics, accounting and mathematics who determines policy rates, reserves, and dividends by deciding what assumptions should be made with respect to each of the risk factors involved (such as the frequency of occurrence of the peril, the average benefit that will be payable, the rate of investment earnings, if any, expenses, and persistency rates), and who endeavors to secure as valid statistics as possible on which to base his assumptions. Professionally trained individual, usually with experience or education in insurance, who conducts statistical studies such as determining insurance policy rates, dividend reserves and dividends, as well as conducts various other statistical studies. A capitated health provider would not accept or contract for capitated rates, or agree to a capitated contract without an actuarial determining the reasonableness of the rates. 

Administrative Services Organization (ASO):  vendor assumes responsibility for specific administrative services such as utilization management or case management; usually does not provide clinical services.
Benefit Design: The process an MCO uses to determine which benefits or the level of benefits that will be offered to its members, the degree to which members will be expected to share the costs of such benefits, and how a member can access medical care through the health plan.
Benefit Limitations:  Any provision, other than an exclusion, which restricts coverage in the Evidence of Coverage, regardless of medical necessity. Limitations are often expressed in terms of dollar amounts, length of stay, diagnosis or treatment descriptions. 
Benefit Package:  Aggregate services specifically defined by an insurance policy or HMO that can be provided to patients. The services a payer offers to a group or individual. The package will specify include cost, limitation on the amounts of services, and annual or lifetime spending limits. 
Capitation (Cap, Capped, Capitated):   Specified amount paid periodically to health provider for a group of specified health services, regardless of quantity rendered.  Amounts are determined by assessing a payment "per covered life" or per member. The method of payment in which the provider is paid a fixed amount for each person served no matter what the actual number or nature of services delivered.  The cost of providing an individual with a specific set of services over a set period of time, usually a month or a year. A payment system whereby managed care plans pay health care providers a fixed amount to care for a patient over a given period. Providers are not reimbursed for services that exceed the allotted amount. The rate may be fixed for all members or it can be adjusted for the age and gender of the member, based on actuarial projections of medical utilization. 
Carve-Out:    The separation of a medical service (or a group of services) from the basic set of benefits in some way. Normally, the practice of excluding specific services from a managed care organization's capitated rate. In some instances, the same provider will still provide the service, but they will be reimbursed on a fee-for-service basis. In other instances, carved out services will be provided by an entirely different provider. A payer strategy in which a payer separates ("carves-out") a portion of the benefit and hires an MCO to provide these benefits. A health care delivery and financing arrangement in which certain specific health care services that are covered benefits (e.g., behavioral health care) are administered and funded separately from general health care services. The carve-out is typically done through separate contracting or sub-contracting for services to the special population. Common carve outs include such services as psychiatric, rehab, chemical dependency and ambulatory services. Increasingly, oncology and cardiac services are being carved out. This permits the payer to create a separate health benefits package and assume greater control of their costs. Many HMOs and insurance companies adopt this strategy because they do not have in-house expertise related to the service "carved out." A "carve-out" is typically a service provided within a standard benefit package but delivered exclusively by a designated provider or group. This process may or may not seem transparent to the subscriber, but it often means that separate UR and pre-certification entities are involved as well as different payers and providers. Carve-outs are also called sub-contractors, sub-captivators or junior capitation contracts

Full-Risk Capitated Payment Plan:   An entity is paid a fixed per member per month fee (aka PMPM) and assumes financial risk for delivering an agreed upon set of services.  The vendor and purchaser negotiate who will be enrolled and what services the vendor will provide. 

Health Home:  Section 2703 of the Affordable Care Act allows Medicaid programs to draw down 90 percent FMAP for the cost of six health home services over a two year period for Medicaid members with chronic and complex conditions.  Medicaid members who are eligible are those with: 1) two or more identified chronic conditions; 2) one chronic condition and are at risk for a second;  or 3) serious and persistent mental illness.  Eligible chronic conditions include mental illness , substance abuse, asthma, diabetes, heart disease and obesity.  Additional chronic conditions can be added at the discretion of the Secretary of HHS.  States may target health home services to certain chronic condition groups or geographic locations.  Dual eligible members may not be excluded.  

Health Maintenance Organization (HMO):   An entity that provides, offers or arranges for coverage of designated health services needed by members for a fixed, prepaid premium. HMOs offer prepaid, comprehensive health coverage for both hospital and physician services. The HMO is paid monthly premiums or capitated rates by the payers, which include employers, insurance companies, government agencies, and other groups representing covered lives. The HMO must meet the specifications of the federal HMO act as well as meeting many rules and regulations required at the state level. There are 4 basic models: group model, individual practice association, network model and staff model. An HMO contracts with health care providers, e.g., physicians, hospitals, and other health professionals. The members of an HMO are required to use participating or approved providers for all health services and generally all services will need to meet further approval by the HMO through its utilization program. Members are enrolled for a specified period of time. HMOs may turn around and sub-capitate to other groups. For example, it may carve-out certain benefit categories, such as mental health, and subcapitate these to a mental health HMO. Or the HMO may subcapitate to a provider, provider group or provider network. HMOs are the most restrictive form of managed care benefit plans because they restrict the procedures, providers and benefits. 


Managed Care Organization (MCO):  an entity that manages risk, contracts with providers, is paid by employers, patient groups, other entity (such as a state) and handles claims processing.

Medical home:  In the NCQA Patient Centered Medical Home definition that New Hampshire Citizens Health Initiative adopted in its medical home pilot, the key principles of what is a medical home are: each patient has an ongoing relationship with a personal physician trained to provide first contact, continuous and comprehensive care.  The personal physician leads a team of individuals at the practice level who collectively take responsibility for the ongoing care of patients.  The personal physician is responsible for providing for all the patient’s health care needs or taking responsibility for appropriately arranging care with other qualified professionals. This includes care for all stages of life; acute care; chronic care; preventive services and end of life care. Care is coordinated or integrated across all elements of the complex health care system (e.g., subspecialty care, hospitals, home health agencies, nursing homes) and the patient’s community (e.g., family, public and private community-based services).

Per Member Per Month (PMPM):   Applies to a revenue or cost for each enrolled member each month. The number of units of something divided by member months. Often used to describe premiums or capitated payments to providers, but can also refer to the revenue or cost for each enrolled member each month. Many calculations, other than cost or premium, use PMPM as a descriptor. 

Primary Care Case Management (PCCM):  This is an arrangement in which a primary care physician (PCP) is paid a small case management fee per patient per month to coordinate care for those patients.  All other services provided by the PCP are reimbursed Fee-For-Service 

Prior Authorization /Prior Approval:   A formal process for obtaining approval from a health insurer before a specific treatment, procedure, service or supply has been provided. Completing this process ensures that the patient receives full benefits for the specified services. Health insurers may require prior approval for specific services or products, including home health assistance, durable medical equipment, surgery, or skilled nursing facility stays. While this is a process of obtaining approval from the insurer that the insurer will pay for the service or supply, patients often confuse this with medical authorization, which it is not. A patient and physician may still seek the treatment or supply even though the insurer has not agreed to pay for it. Prior authorization is usually required for non-emergency services that are expensive or likely to be overused. A managed care organization will identify those services and procedures that require prior authorization, without which the provider may not be compensated or the patient may not be reimbursed. Typically, prior approvals are valid for a set length of time as long as the patient’s benefits do not change between the date the approval is given and the date the service or product is provided. 

Utilization Review (UR):    A formal review of utilization for appropriateness of health care services delivered to a member on a prospective, concurrent or retrospective basis. In a hospital, this includes review of the appropriateness of admissions, services ordered and provided, length of a stay, and discharge practices, both on a concurrent and retrospective basis. A peer review group, or a public agency can do utilization review. UR is a method of tracking, reviewing and rendering opinions regarding care provided to patients. Usually UR involves the use of protocols, benchmarks or data with which to compare specific cases to an aggregate set of cases. Those cases falling outside the protocols or range of data are reviewed individually. Managed care organizations will sometimes refuse to reimburse or pay for services that do not meet their own sets of UR standards. UR involves the review of patient records and patient bills primarily but may also include telephone conversations with providers. The practices of pre-certification, re-certification, retrospective review and concurrent review all describe UR methods. UR is one of the primary tools utilized by IDS, MCO and health plans to control over-utilization, reduce costs and manage care.

Waivers:
State Plan Amendment (known as “1932(a) SPA”): Exempts states from their state plan requirements for statewideness, comparability, and freedom of choice
· Allows for mandatory managed care, but prohibits moving children with special needs, dual eligibles, and Native Americans into MC
· Does not have to demonstrate cost effectiveness or budget neutrality
· Once approved, does not have to be renewed

Freedom of Choice Waivers (1915(b) Waivers): Allows states to waive their state plan requirements for statewideness, comparability, and freedom of choice
· All state plan populations can be placed in MC; cannot be used to cover nontraditional Medicaid populations
· Prohibits states from modifying cost sharing and benefits rules
· Must demonstrate cost effectiveness: actual expenditures over the life of the waiver cannot be greater than the projected expenditures in the absence of the waiver
· Approved for 2 years, although CMS can extend for up to 5 years

Demonstration Waivers (1115 Waivers): Grants states the same flexibility as 1915(b) waivers, but also allows them to waive other requirements for the purpose of testing innovative policies that further the objectives of Medicaid 
· Often used as a vehicle to expand health coverage in a state
· All state plan populations, as well as special populations, can be placed in MC
· HHS Secretary can provide a federal match for services the state previously paid for entirely on its own
· Must be budget neutral to the federal government
· Initially approved for 5 years


For More Managed Care Terms See Glossary of Terms in Managed Care
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