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Managed 
Health Care: 
What is it? 

What is managed care? 
Managed care is a health care system that offers 

participants a wide range of quality health care services, 
while controlling costs and limiting unnecessary use of 
services. 

How can managed health care reduce health 
care costs? 

Managed care plans can reduce the cost of health 
care by eliminating unnecessary office visits, treat
ments, and expensive tests. Most plans emphasize 
wellness and offer preventive screenings. Some plans 
offer educational programs that promote good health. 

Enrollees of a managed care plan have easy access 
to necessary health care because only a small co-pay
ment is required for each office visit or service used. In 
a managed health care system, more mid-level providers 
- such as nurse practitioners and physician assistants, 
instead of doctors - work as a team to provide care, 
likely resulting in more personal attention from health 
care providers than under the traditional fee-for-service 
system. 

How does managed care work? 
Health care providers- including physicians, hos

pitals, nursing facilities, and other health professionals 
- sign-up with an insurance company and agree to 
provide a wide range of health care services (benefits) at 
a lower fee. Enrollees in managed care plans pay a 
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monthly premium and a low co-payment each time a 
service is used. Some types of plans, such as health 
maintnance oraganizations, require members to use only 
providers that are affiliated with the plan. Other plans, 
like preferred provider organizations, are more flexible, 
but they may require larger out-of-pocket costs when 
enrollees use providers not affiliated with the plan. 

What are the advantages of joining a managed care 
plan? 

Managed care plans offer: 
• low co-payments for each service used; 
• a wide range of benefits, including dental and vision 

care, and prescription drugs; 
• preventive screenings and vaccinations; 
• emphases on wellness and prevention; and 
• educational services for patients with chronic dis

eases, such as diabetes, asthma, or arthritis. 

Who provides managed health care? 
Several different types of managed care organiza

tions deliver managed care, each using different incen
tives and strategies to manage care. Popular types of 
organizations include health maintenance organizations 
(HMOs), preferred provider organizations (PPOs), pri
vate fee-for-service (PFFS) plan, and other types of 
plans. The two most common are HMOs and PPOs. 

What is a health maintenance organization 
(HMO)? 

An HMO, which serves as your health insurance 
company, contracts with selected physicians, hospitals, 
nursing facilities, and other health care providers in a 
community to provide health care services to plan mem
bers for a reduced fee. The HMO pays the participating 
physicians a fixed (capitated) amount per month per 
enrollee (patient) and specifies a range of service to be 
covered. 

How do HMO plans work? 
Enrollees must choose a primary care physician, 
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sometimes called a "gatekeeper" physician, from a list 
of physicians participating in the HMO plan. This phy
sician provides most of the care a plan member needs. 
When a specialist is needed, the primary care physician 
makes a referral, provides medical information, and 
over-sees progress. The "gatekeeper" must approve or 
make a referral for all health care services, including 
specialists, medical tests, hospital admissions, thera
pies, equipment or special services, or other services. 
Health care providers complete all the paperwork. 

In other words, the primary care physician is respon
sible for giving and managing care for an enrollee. The 
HMO generally does not pay for services provided by 
health care professionals outside of the plan, except for 
emergencies. Persons choosing an HMO plan give up 
some choice of providers in exchange for comprehen
sive coverage, low out-of-pocket costs, and little or no 
paperwork. 

What is a preferred provider organization 
(PPO)? 

The typical PPO negotiates with a network of phy
sicians and hospitals for discounted rates. Plan members 
are rewarded for using providers in the network through 
low co-payments, limits on out-of-pocket expenses, and 
little or no paperwork. 

How does a PPO work? 
Plan members pay a monthly premium and receive 

a list of participating health care providers. Enrollee's 
out -of-pocket costs are lower if they use providers from 
the list. Services by non-participating providers are 
covered, but the out-of-pocket costs will be higher. 

PPOs do not require members to select a primary 
care physician nor do members need a referral to use a 
specialist. Prior authorization is required for certain 
procedures and treatments. 

What is a private fee-for-service (PFFS) plan? 
A PFFS plan is a health care plan offered by a private 

insurance company. (Original Medicare is a fee-for
service plan for older Americans offered by the federal 
government.) The private insurance company pays a 
fee for each doctor visit or service you use. If a PFFS 
plan allows doctors, hospitals, or other providers to bill 
more than the plan pays for services, you will be respon
sible for paying the additional amount. There may be 
limits to the amount health care providers may charge 
above that which the plan allows. 
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What should you do before joining a managed 
health care plan? 

Before joining a managed health care plan, you 
should contact each of the managed health care organi
zations in your county or zip code area and request an 
information benefits packet. You should also read all of 
the materials carefully and comparison shop before you 
buy. 

How can you find out which managed care 
companies serve your local area? 

You can call your local Social Security Office, the 
Health Care Financing Agency (214)767-6401 or 1-
800-638-6833, (in Oklahoma) call Senior Health Insur
ance Counseling Program (405)521-6628, or 1-800-
763-2828, or use the Internet and log onto 
www .medicare.gov. 

What is a Medicare 
Approved HMO? 

Today, Medicare beneficiaries have other options 
for health care in addition to Original Medicare, a fee
for-service plan. One option is the Medicare HMO. 
Medicare beneficiaries do not need to change to the 
Medicare HMO; they may keep their Original Medicare 
plan. 

What is the purpose of Medicare health 
maintenance organization (HMO)? 

The goals of Medicare HM Os are to provide benefi
ciaries with a wide range of quality health care services, 
while controlling costs and limiting unnecessary usage. 
Many beneficiaries will have improved access to neces
sary health care, especially preventive care, because the 
cost of an office visit requires only a small co-payment. 
Under Original Medicare, the beneficiary must pay the 
annual deductible plus a 20 percent co-payment for each 
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visit. Record keeping is eliminated and out-of-pocket 
expenses will be lower than with Original Medicare 
(Medicare Part A and Part B). 

Who is eligible to join the Medicare HMO? 
Persons currently on Medicare have the option of 

joining a Medicare HMO, provided there is an HMO in 
the geographic area where they live. Additionally, any
one who signs up for a HMO must enroll in Medicare 
Part Band pay the premium. Persons receiving Medi
care certified hospice care or who are determined to have 
end-stage renal disease cannot enroll in a Medicare 
HMO plan. 

How does a Medicare HMO work? 
Health care providers - including doctors and 

other health care professions, as well as hospitals and 
nursing facilities -contract with health insurance com
panies and agree to provide specified health care ser
vices (benefits) for a discounted fee. Beneficiaries who 
enroll in a Medicare HMO must choose a primary care 
physician from a list of physicians participating in the 
plan. This physician provides most of the care needed by 
a beneficiary. When a specialist is needed, the primary 
care physician makes a referral, provides medical infor
mation, and monitors progress. In other words, the 
primary care physician is responsible for providing and 
managing care for a beneficiary. 

Primary care physicians are also known as 
"gatekeepers" because they must approve or make a 
referral for all health care services, including specialists, 
medical tests, hospital admissions, therapies, equipment 
or special services, or other accommodations. 

What out-of pocket costs will a HMO enrollee 
be responsible for paying? 

A Medicare HMO enrollee must pay: 
• the Medicare Part B premium, 
• a small co-payment ($5.00 to $15.00) each time a 

service is used, and 
• an additional premium with some HMO plans. 

What if I have a Medigap policy? 
If you are on Medicare and have purchased aMedigap 

policy - and you decide to enroll in a Medicare HMO 
-it is advisable that you continue the Medigap policy 
for three to four months until you can decide whether 
you are satisfied with the HMO plan. If you enrolled in 
an HMO plan, you can always return to Original Medi-

care. However, you will likely be unable to obtain the 
same Medigap policy as before. 

What benefits do HMOs offer? 
All HMO plans must offer all the benefits covered 

by Original Medicare. Additionally, many companies 
offer other benefits such as dental care, vision care and 
eyeglasses, hearing aids, and prescription drugs. HMOs 
promote wellness and preventive health care. The plan 
may offer educational services, particularly to patients 
with chronic diseases such as diabetes, asthma, or arthri
tis. 

What if I do not like the HMO? 
An enrollee can disenroll from any HMO plan at 

anytime and return to the Original Medicare plan. The 
disenrollment will take effect on the first day of the 
month after the HMO receives the request. However, a 
word of caution is warranted: An enrollee returning to 
the Original Medicare plan likely will have a limited 
number ofMedigap policies from which to choose with 
higher premiums. Pre-existing conditions may cause 
additional limits to your choice of Medigap plans. 

Who files the health care claims with the 
HMO company? 

The health care provider completes all paperwork. 

How can I be assured of quality care? 
State and federal agencies set standards and over

see patient care. Information on quality standards is 
available from the Oklahoma Insurance Commissioner's 
office at (405)521-6628 or l-800-763-2828, the Okla
homa Foundation for Medical Quality ( 405)840-2891 or 
1-800-522-3414, or the Health Care Financing Agency 
(214)767-6401 or 1-800-638-6833. 

Why consider an HMO over Original 
Medicare? 

An HMO offers these benefits: 
• An enrollee's health care may be better coordinated. 
• The HMO may offer more benefits or services, such 

as dental care, vision care and eyeglasses, hearing 
aids, or prescription drugs. 

• The out-of-pocket expenses may be less. 
• The HMO emphasizes wellness and prevention. 
• A Medigap policy is not needed. 
• The HMO may check the reputation and qualifica

tions of the health care providers affiliated with the 
company. 
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Medicare 
Managed 
Care 

Medicare Part C 
Beginning January 1, 1999, Medicare beneficiaries 

in some geographic locations have additional choices 
for receiving health care benefits through Medicare + 
(Plus) Choice (Part C). All Medicare beneficiaries are 
eligible to select Original Medicare (Part A Hospital and 
Part B Medical). 

Medicare + Choice offers beneficiaries a range of 
options for receiving health care. To be eligible to 
participate in Part C health care plans, an individual must 
be enrolled in Medicare Part A and Part B, not have end
stage renal disease, and have availability to a Medicare 
+ Choice plan. 

Medicare + Choice plans fall into three categories. 

They are: 
• Medicare + Choice coordinated care plans; 
• Medicare+ medical savings account (MSA) plans; 

and 
• Medicare + Choice private fee-for-service (PFFS) 

plans. 

Coordinated care plans 
Coordinated health care plans include HMOs and 

PPOs. (These plans were described earlier.) Medicare 
pays a set fee to the HMO to provide beneficiaries with 
necessary health care. PPOs provide services to Medi
care beneficiaries from a network of health care provid
ers. 

Medicare medical savings account (MSA) 

A limited number of Medicare beneficiaries also 
have the option of choosing a Medicare medical savings 
account (MSA). Medicare MSA is an experimental plan 
restricted to 390,000 beneficiaries. Under this option, 
the beneficiary chooses a Medicare MSA health policy, 
a health insurance policy with a high deductible. Medi
care pays the premium for this policy and also makes a 
deposit to the Medicare MSA. The beneficiary uses the 
money deposited in the MSA to pay for medical ex-

penses. MSA money pays for any services covered by 
the Original Medicare plan plus some additional ser
vices. The MSA policy may offer benefits not covered 
by the original Medicare, but it does not pay for them 
until the deductible is met. 

Unique to MSAs, Medicare does not limit the fees 
health care providers can charge above the amount paid 
by your MSA. If beneficiaries use all the money in their 
MSA, they are responsible for paying all medical ex
penses until the deductible is met. If there is money left 
over in the MSA at the end of the year, it can be added 
to the next year's deposit. Beneficiaries can withdraw 
money from the savings account to cover non-medical 
expenses but the amount becomes taxable income. 

Medicare + Choice offers beneficiaries a range of 
options for receiving health care. To be eligible to 
participate in Part C health care plans, an individual must 
be enrolled in Medicare Part A and Part B, not have end
stage renal disease, and have availability to a Medicare 
+ Choice plan. 

Beneficiaries can only sign up for a medical savings 
account plan during special enrollment periods or in 
November of any year. Beneficiaries must enroll in 
Medicare Part A and Part B, and pay the MSA policy. 
Generally, beneficiaries may be able to use any health 
care provider or hospital. However, some policies re
quire beneficiaries to select providers from a network of 
providers. 

Medicare + Choice private fee-for-service 
(PFFS) plans 

A Medicare+ Choice private fee-for-service plan is 
offered by the federal government, not a private insur
ance company. (PFFS plans were described earlier.) 
Medicare pays the private insurance company a fee for 
each doctor visit or service you use. The insurance 
company, rather than Medicare, determines the amount 
of the fee it will cover, as well as the charges you must 
pay. 

The plan may offer services not covered by Original 
Medicare, such as prescription drugs or the number of 
additional hospital days you can use. You must have 
both Part A Hospital andPartB Medical insurance. You 
are responsible for paying the Part B premium, and 
Medicare pays, toward the premium, an amount equal to 
that which the federal government pays to Original 
Medicare (Part A premium). You are responsible for 
paying for any additional premium. Remember that you 
are responsible for any charges not covered by the PFFS 
plan. 
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Advantages and 
Disadvantages: ~ 
Is a Medicare ,_LA 
HMO the Right ,.-:% ~~~.;:;.---~ 
Choice for You?~~~~= 

Choosing a health care plan that is right for you is no 
easy matter. First, you must decide whether to enroll in 
a Medicare managed care plan or stay with Original 
Medicare. The type of health care plan you choose will 
determine who will provide you care, where you may 
receive care, the extent of benefits covered, and the 
amount of out-of-pocket costs. 

If you stay with Original Medicare, you can use any 
physician, specialist, or other health care provider wher
ever they are located. You can also use any Medicare 
approved hospital, other health care facility, or labora
tory services anywhere. You will be responsible for any 
deductible and co-insurance fee for each service used. 
Also, you will have the responsibility of a considerable 
amount of record keeping and paperwork. 

If you choose a Medicare HMO plan, you will pay 
only a low co-payment for each service used and have no 
paperwork. However, there will be some restrictions on 
the use of services and choices of health care providers. 

HMOs are an increasingly popular type of managed 
care plan. Some of the most common advantages and 
disadvantages of a HMO health care plan are listed 
below. 

Advantages: 

• 

• 

• 

• 
• 

• 
• 
• 

Enrollees enjoy low out-of-pocket costs for com
prehensive health care. 
The primary care physician coordinates all health 
care. 
The primary care physician monitors all treatments 
and medications. 
Enrollees pay only a low co-payment for each service . 
Plans may also cover prescription drugs, hearing 
aids, eyeglasses, and dental care. 
Wellness and preventive medicine is emphasized . 
Pre-existing conditions are usually covered . 
Some plans have educational programs to help en
rollees manage chronic diseases. 

Disadvantages: 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Plan members must use physicians, hospitals, or 
laboratories affiliated with a plan. 
Enrollees must have a referral to see a specialist 
physician. 
Coverage is limited or nonexistent when enrollees 
travel to another geographic area. 
Disenrollment takes 30 days and offers no coverage 
during that time. 
Elderly enrollees using home health care may not 
receive the same level of treatment as those enrolled 
in a fee-for-service system. 
Members with chronic illnesses may not receive the 
same level of treatment as those enrolled in a fee
for-service system. 
A lengthy appeal process may delay essential treat
ments. 
Plans vary widely in the quality of providers under 
contract in the plans. 
Potentially, an HMO may sacrifice quality to save 
on costs. 
Intense competition among managed care plans 
may force cost -cutting strategies that undermine the 
quality of care. 
Merging health care organizations could lead to a 
monopoly of all health care. 
Managed care lacks an agreed-upon set of standards 
for assessing quality of care and consumer satisfac
tion. 

In summary, joining an HMO can provide a wide 
range of quality health care services at an affordable 
cost. Benefits may include expensive items such as 
prescription drugs, hearing aids, dental care, or eye
glasses. Additionally, many plans cover educational 
programs to help enrollees understand and manage 
chronic diseases. To be satisfied with health care through 
an HMO, you should spend considerable time shopping 
and comparing HMO plans. Plans vary a great deal. 
Before buying a policy, ask for a copy of the handbook 
for the specific plan being considering, and read it 
carefully. Make sure you understand how the plan works 
an dhow to appropriately challenge health care decisions 
not considered in the enrollee's best interests. 
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Enrollment and 
Disenrollment 
Provisions 

Prior to January 1, 2002, a beneficiary enrolled in a 
Medicare + Choice plan can disenroll and return to 
Original Medicare on a month-to-month basis. Or, the 
beneficiary can enroll in another Medicare + Choice 
plan during any month the plan is open for enrollment or 
return. 

Additionally, under the following conditions Medi
care + Choice, enrollees may disenroll and return to 
Original Medicare: 

• The Health Care Finance Administration terminates 
the Medicare+ Choice organization's contract for 
the beneficiary's plan. 

• The organization terminates or discontinues offer
ing the plan in the service area where the beneficiary 
lives. 

• The beneficiary moves from the plan's service area. 
• The beneficiary fails to pay the Medicare Part B 

premmm. 
• The beneficiary fails to pay the co-payment for 

incurred medical services. 
• The beneficiary commits fraud or allows another 

person to use the identification card to obtain medi
cal services. 

• The beneficiary demonstrates to the Health Care 
Finance Administration that the organization offer
ing the plan substantially violated a material provi
sion of its contract. Circumstances include but are 
not limited to the following conditions: 
• The health care provider failed to provide cov

ered benefits for medically necessary services 
on a timely basis. 

• The health care provider failed to provide medi
cal services in accordance with applicable qual
ity standards, or the organization- its agent, 
representative, or plan provider - materially 
misrepresented the plan's provisions in market
ing the plan to the beneficiary. 

To obtain additional information about disenrolling 
from an HMO, write to: 
Medicare Office of Managed Care 
7500 Security Blvd, 530201 
Baltimore, MD 21244 
Or you can ca11: 
Medicare hotline for questions at 1-800-638-6833 

Before enrolling in Original Medicare or any of the 
Medicare + Choice plans, beneficiaries should thor
oughly compare the plans. A comparison chart listing 
the Medicare options available in the beneficiary's geo
graphic area can be requested by calling 1-800-318-
2596. For additional information, call 1-800-763-2828 
(Oklahoma residents) or visit these Internet sites: 
www.medicare.gov or www.hcfa.gov. 

How to File 
a Complaint 
or Appeal 
an HMO 
Decision 

If you are not satisfied with a decision your Medi
care HMO makes about payments, you can file a com
plaint or, eventually, make an appeal. HMOs are re
quired to allow you to appeal if you believe you are 
incorrectly denied a payment for services provided or if 
treatments or services were denied that you believe were 
necessary to your health. 

Your HMO should provide the instructions for fil
ing a complaint or appeal. For instructions on how to 
proceed, check the complaint or appeal section of your 
member handbook. You should have received the hand
book when you enrolled. 

Whenever HMOs deny coverage for a service or 
treatment, they are responsible under federal law to give 
the reason for their decision in writing. They must also 
state your right to appeal. If you need additional infor
mation or help, contact the HMO's customer service 
department. Before going forward with the formal pro
cess of making an appeal, try making an informal com
plaint. 

How to make a complaint? 
If you are not satisfied with the care you receive 

under your HMO plan, stand up for your rights and file 
a complaint. Your insistence and persistence is required 
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to successfully resolve a problem or complaint. Here are 
tips for successfully filing a complaint. 
• First, go to your physician and ask for his or her help 

in resolving the problem. 
• File a complaint with the HMO' s manager, and send 

a copy of the complaint to your physician. 
• Make photocopies of all correspondence. 
• Keep detailed records of events, correspondence, 

and telephone conversations. 
• Keep a file of information about the plan, including 

your plan booklet, copies of all correspondence, 
newsletters, and yearbooks. 

• Keep all information about new services, changes in 
services, or instructions on accessing services. 

• Keep copies of claim forms and all other correspon
dence; keep copies received from the plan as well as 
copies of those you have sent to the plan. 

• Keep telephone records including dates, times, and 
the names of all plan representatives, including all 
details of telephone conversations. 

If informal attempts to resolve the problem fail, you 
have the right to make a formal appeal. 

How to file an appeal 
• 
• 

• 

• 

• 

• 

• 

Write to the HMO and ask for a review. 
The HMO will hold an internal review within two 
months of receiving your formal appeal and notify 
you of the decision in writing. 
If you challenge the plan's decision within 60 days, 
the HMO either must rule in your favor or forward 
your claim to the Health Care Financing Adminis
tration (HCFA). 
A government agency, HCF A must make a decision 
within 30 days. 
If the HCFA rules in favoroftheHMO, you have 60 
days to request a hearing from an administrative law 
judge. It may take months or years to get a hearing. 
If after the appeal process your problem is still not 
resolved to your satisfaction, contact the Oklahoma 
Insurance Commissioner at the Oklahoma Insur
ance Department, P.O. Box 53408; 3814 North 
Sante Fe, Oklahoma City, OK 73152; orcall1-800-
763-2828 or ( 405)521-6628. 
As a last resort to solve your health care problem, 
you can file a lawsuit. However, litigation against an 
HMO is seldom successful because federal law 
against liability in negligence cases shields it. 

Questions 
to Ask When 
Choosing 
a Medicare 
HMO 

? 
• 

" • 
? 
e 

Medicare managed health care plans are becoming 
popular options to Original Medicare. Before deciding 
to change to a managed care plan, be sure you under
stand how the plan works. While managed care plan may 
offer desirable benefits, there may also be restrictions or 
limitations that Original Medicare does not have. 

Compare managed care plans and ask questions to 
clarify plan features. Listed below are questions to ask 
before you decide whether to choose a managed health 
care plan. 

1. Benefits 
• Does the plan cover benefits such as prescription 

drugs, vision and dental care, and therapy? 
• Which providers and facilities are affiliated with the 

plan (e.g., specialists, hospitals, clinics, and skilled 
nursing facilities)? (Ask for a list.) 

• Are your preferred physicians and health facilities 
affiliated with the plan? 

• Can you select another physician from the plan if you 
are unhappy with your first physician? 

• Does the plan cover alternative therapies - such as 
chiropractic services - that may be of interest to 
you? 

• Does the plan cover inpatient and outpatient mental 
health treatment? 

• How easy is it to access health care? 
• Does the plan have someone available to call during 

evening hours or on weekends to answer questions? 
Is there a nurse on call? 

2. Costs 
• How much is the monthly premium, if there is one? 
• How much are the co-payments for the services you 

will need? 

3. Doctors 
• Is your current physician affiliated with the plan you 

would like to join? 
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• How many primary care physicians are in the HMO 
network? What are the qualifications of physicians? 
Are they board-certified? How many are taking new 
patients? 

• Where are the plan's physician services located? 
Which hospitals, laboratories, and pharmacies do the 
plan use? Are these conveniently located near you? 

• Does the primary care physician have complete 
autonomy in referring patients to specialists? Are 
there any restrictions? 

• Are doctors paid a set salary that is unaffected by the 
patient load and the amount of care provided? 

• How many doctors have resigned from the plan in the 
last three years? 

4. Enrollee satisfaction 
• What do current enrollees think of the health care 

plan? 
• How many Medicare beneficiaries have disenrolled 

from the plan the past three years? 
• How easy is it to switch plans in case you dislike the 

plan you have chosen? 
• Can the HMO cancel your enrollment? If so, for 

what reasons? 

5. Emergency/urgent/out-of-area care 
• If you travel a lot, what sort of coverage does the plan 

provide when you are away from home? Will the 
plans cover only emergency services? How does the 
plan define "emergency services"? Are emergency 
services consistent across plans? 

• Are there any agreements with other HMOs to treat 
patients who travel? 

• What happens if you are outside the HMO plan's 
service area? 

• What are the procedures for filing out-of-network 
claims? 

6. Complaints 
• What is the HMO's procedure for handling com

plaints? 
• How many complaints, grievances, or appeals were 

issued in the past year? 
• What areas did they cover? 
• How quickly were complaints resolved? 

Contact your state health department or state insur
ance commissioner's office; they can provide you with 
a history of consumer complaints about plans. Contact 
someone who is enrolled in the plan, and ask if they have 
been satisfied with their health care coverage. 
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