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Managed Care Background

Managed Health Care is “A regrettably nebulous term.  At the very least, a system of health care delivery that tries to manage the cost of health care, the quality of health care, and the access to that care.  Common denominators include a panel of contracted providers that is less than the entire universe of available providers, some type of limitations on benefits to subscribers who use noncontracted providers (unless authorized to do so), and some type of authorization system.  Managed health care is actually a spectrum of systems, ranging from so-called managed indemnity through PPOs, POS plans, open panel HMOs, and closed panel HMOs.”
  In 1973, fewer than one in every 25 privately insured Americans were enrolled in a managed care plan, now two out of every three privately insured Americans are in such a plan.
  

Authorization Process

An authorization system is one of the definitive elements of managed health care.  It may be as basic as precertifiction of elective hospitalizations in an indemnity plan or preferred provider organization (PPO) or as complex as mandatory authorization for all non-primary care services in a health maintenance organization (HMO).  The authorization system provides the key element of managing the delivery of health care services.  The following are the four main reasons for an authorization system:

1. Case review for medical necessity by the by the medical management function of the plan.

2. Direct care to the most appropriate setting (Inpatient vs. Outpatient or in the provider’s office).

3. Provide timely information to the concurrent review utilization system and the case management system,

4. Assist in the finance estimate of the accruals for medical expenditures each month.

An authorization system must define what services will require authorization and what will not.  This information must be made available to the consumer in the marketing literature.  There is usually no authorization requirements for accessing primary care services; however, the key issues revolve around what non-primary care services require authorizations.  In a tight managed care plan (HMO) all services not rendered by the PCP may require authorizations (any service from a referral specialist, hospitalizations, procedures, etc.).  Having a tighter authorization process increases the plan’s ability to manage utilization.  

Next the authorization system has to determine who has the authority to authorize services.  This is dependent on the plan and the degree it will medically managed the services provided.  For optimal control, the PCP authorizes services for their patients, except for those expensive services that require the plan’s medical director.  So if a referring specialist wants to schedule additional tests or procedures, they must go through the PCP “gatekeeper” first.  This requires the use of unique authorization numbers that tie to specific bills, and the claims department must be able to back up with documentation.  As a result, if an authorization number is not associated with a claim, then payment can be denied by the plan due to not having prior authorization.  The plan must develop and communicate their policies and procedures for defining what services require authorization and which ones do not.  

There are six types of authorizations:

1. Prospective or precertification is issued before any service is rendered.  This allows for the greatest control to direct care to the most appropriate setting and provider.

2. Concurrent authorization is rendered at the time the service is rendered.  Does not allow for the plan to determine if services need rendered, but it does allow for timely data collection and the ability to impact the outcome.  

3. Retrospective authorization takes place after the services are rendered.  These authorizations are usually issued for “emergency situation”, such as an automobile accident requiring immediate care and hospitalization.

4. Pended (for review) authorization is for those cases that it needs to be determined if an authorization was issued or will be issued.  The case must have a medical review to determine:

a. Medical necessity

b. Eligibility (Is the service covered?)

c. Administrative review

5. Denial means there will not be an authorization for services.

6. Subauthorizations allow for one authorization to attach to another.  This is common with hospital based professional services such as, anesthesia, pathology, radiology, etc.

The data elements commonly captured for authorizations are listed below:

· Member’s name

· Member’s birth date

· Member’s plan identification number

· Eligibility status

· Commercial group number or public sector (i.e., Medicare & Medicaid) group identifier

· Line of business (e.g., HMO, POS, medicare, medicaid, conversion, private, self-pay)

· Benefits code for particular service (e.g., noncovered, partial coverage, limited benefit, full coverage)

· PCP

· Referral provider’s name and specialty

· Outpatient data elements

· Referral or service date

· Diagnosis (ICD-9-CM, free text)

· Number of visits authorized

· Specific procedures authorized (CPT-4, free text)

· Inpatient data elements

· Name of institution

· Admitting physician

· Admission or service dare

· Diagnosis (ICD-9-CM, diagnosis related group, free text)

· Discharge date

·  Subauthorizations (if allowed or required)

· Hospital-based providers

· Other specialists

· Other procedures or studies

· Free text to be transmitted to the claims processing department

Since every authorization number must be unique, the authorization system must be able to generate and link the number to the specific data for which the number was issued.  A claim must include the authorization number in order to be processed for payment.  

There are three main methods for communicating with a plan’s authorization system:

1. Paper-Based Authorization Systems require the provider to fill out pre-printed forms per referral request and submit by mail to the health plan.  Process is labor intensive, untimely, plagued with data entry errors, and each plan has own set of required forms that the PCP staff must keep straight.

2. Telephone-Based Authorization Systems require the PCP or office staff to call a central number and give the required information over the phone for an authorization.  This system is known for its problems of busy signals for long lengths of time, being placed on hold for long periods of time and tying up office and hospital staff time. This system often is used in conjunction with a fax machine to receive authorization forms and to supply the MCO with further clinical data (office notes, previous test results, expanded diagnosis list).   It is not productive and can waste precious time.  

3. Electronic Authorization Systems require the participating providers and hospitals to connect electronically to the health plan.  Today, this is usually through a dumb terminal or a computer in the office.  This electric hook-up is most common with claims submission, but authorizations are also possible.  Usually, electronic systems have built in edits available on-line to eliminate missing required data elements and automated eligibility information about the members.  

A managed health plan must have an effective authorization system in order to fulfill their requirements of providing health care to their members.  The system must be able to handle large volumes of information in a timely manner to meet the needs of the members and providers.3  Additionally, the information collected is downloaded into Data Warehouses to be retrieved by Decision Support Systems for data analysis. 

Players

The players in the Referral and Authorization Process are the insurance plans, participating providers (PCPs, Specialists), hospitals, clinics, long term care facilities, regulatory agencies (NCQA, JCAHO, State of PA., ect) and the patients/members.

Problem

The referral and authorization process per insurance plan is complex and labor intensive for the providers and the payers.  Each plan has its unique requirements for the providers to submit information and access the plan.  Since there are multiple insurance plans with a variety of benefits, it is increasingly more difficult to manage the process in a streamlined and cost effective manner.  Managed care transactions require an enormous amount of paperwork, especially when the referral requests and authorizations never catch up to the claims submitted for the already provided services.  This results in a delay in payment to the provider and resubmitted claims as well as phone calls to the plan to resolve the problem.  Because the system is so fragmented and contracts and coverage for members is changing it is extremely difficult to stay current with the requirements on a daily basis.  Reimbursement is declining and costs are increasing for getting authorizations and receiving payment for services from the health plans.  Health care is known for being labor intensive, but a majority of those costs are not associated with direct patient care but for administrative costs associated with the system of coordinating the services of authorized care.  This requires meeting all the insurance plans requirements for each of their members and then they will provide payment.  Cash flow is a significant issue for providers today and delays in reimbursement for submitted claims needs to be addressed because of the overall negative impact on the hospitals, physicians, payers and the patients requiring services. 

General Role of Information Technology

The role of Information Technology with respect to patient eligibility has been addressed through the use of various electronic modalities; i.e. the swiping of a card, telephone messaging systems, or entering member ID numbers into a computer.  Oftentimes these systems are applicable to only one insurance provider, meaning that multiple tools are needed in any primary care office to submit inquiries.  Obviously, these types of systems have only narrowly addressed the entire issue of providing coordinated care to the patient throughout the managed care network. 

With the advent of Application Service Providers (ASP) healthcare organizations are able to strategically reshape information systems to improve their control over operating costs and clinical performance.  ASPs provide eligibility verification systems which are integrated with referral and authorization requests, and claims submission on one platform.  These services are provided through Internet connections.  Physician offices, hospitals, and managed care organizations are realizing cost savings, reduction in errors, and improved patient satisfaction through the deployment of products such as those offered by Officemed.com, Phycom.com, and Asterion.com   These particular companies provide the aforementioned functionality through Internet connections, promoting real-time access and rapid turnaround times for referrals, authorizations, and claims.  One of the major advantages seen by the physician office staff is the “one stop shopping feature”.  There is reduced training time and operational time is minimized by not having to use different systems for various insurers.  These types of systems free employees in physician offices and managed care organizations to perform duties more befitting their roles.  Physician office staff can be communicating with and caring for patients instead of spending hours on the telephone requesting authorizations.  Similarly, the nurses in the managed care plan are able to spend time more appropriately on Case and Disease Management instead of spending hours on data entry.  One Boston HMO saw processing time of authorizations drop to ten minutes or less under an automated system, compared to thirty minutes under the manual method of shuffling paperwork and playing telephone tag.4 Proof of the efficiencies to be gained through such a system.  Medical Mutual of Ohio, automated their referral/authorization system and was able to decrease staff by 10 to 12 FTEs or about $600,000 per year.5  

On the cost side, the ASP option is attractive over the traditional way of automating office systems.  Under the old client/server model, physicians had to purchase, install, and maintain hardware and software, along with facilitating training and upgrades. These Internet connections are able to replace the inefficient phone calls and faxes while promising to decrease costs, broaden access, and provide a system of documentation and follow up.6 Physician offices are able to spread the cost of software licenses and startup costs over the term of a contract along with the monthly subscription price.  A process more amenable, in this time of decreased reimbursement, than an outlay of cash to purchase/maintain an office system.  One medical group composed of 625 preferred physicians at more than 150 locations who see a total of 120,000 patients have seen significant results through the use of the Asterion.com product.  Ninety percent of the referrals for this group are made online at the point of care.7 This system has been able to link the patient, and health plan information to the referral.  The result is that the appropriate care is rendered to the patient and connected to the claim while reducing errors and overhead costs.

Regulatory Pressures  

Advantages are not only seen on the cost and efficiency areas but in the regulatory area as well.  In 1996, Congress passed the Health Insurance Portability and Accountability Act (HIPAA).  One of the lesser known sections of this law is Administrative Simplification.  Under this law nearly all aspects of health care data interchange will be affected.  Medical practices will see and advantage of the standardization of information required on claims and referrals.  Insurers will see the challenge of trying to implement the standards.  HIPAA also limits the modifications of format standards to once every twelve months.8 The outcome should provide eligibility date available to the physician from all payers due to the standardization of the information.  Another regulatory aspect is Act 68.  Under this legislation, if a provider submits a “clean claim”, defined as having all the proper data accurately entered onto claims (electronically or preprinted forms), then the insurer is required to pay that claim within sixty days.  As any business savvy person knows cash flow is a key issue.

Vendor Solution – Web ROAR

Locally, Highmark has implemented the third generation of its electronic referral/authorization and patient eligibility system, known as Web ROAR.  Web ROAR is only one piece of the entire Careconnect module which Highmark has rolled out.  The impetus behind the development is clear.  Keystone Health Plan ranked number eight in the nation’s 25 largest individual HMO plans with an enrollment of 1,151,224 members.9  Web ROAR provides an opportunity for busy medical practices to operate with more efficiency by allowing offices to:

· Submit patient referral and authorization requests

· Verify patient membership information 

· Search for participating specialists, providers, hospitals, or other facilities

· List historical referrals and authorizations for a patient or practice

· Track utilization patterns for a practice

Web ROAR is replacing the paper referral system as well as the dedicated computer based ROAR system.  The computer based ROAR system entailed Highmark placing PCs, printers, and lines into physician offices.  Even with the declining costs of these components, the financial impact was surely significant.   Not only the installation but maintaining and upgrading for the Highmark market must require numerous FTEs.  

Web ROAR’s Main Menu provides a snapshot of the functionality of the system.  The commands include:

Request for Services
Request medical services for a patient

View Messages
View messages for authorization

Member History
Review referral or authorization history for a patient.

Office History
Review referral or authorization history for your office.

Member Check
Verify a patient’s membership in the Highmark network.

Specialist Check
Access the Physician Search feature without entering a ROAR request.

Facility Check
Access the Facility Search feature without entering a ROAR request.

Procedure Lookup
Lookup a procedure code without entering a referral.

Diagnosis Lookup
Lookup a diagnosis code without entering a referral.

Report Selection
Select criteria to generate usage reports

Bulletin Board
Display bulletins regarding ROAR.

Case/Disease Management
View options for Case or Disease Management.

Help
Display detailed information about performing tasks in ROAR

Exit
Log off the ROAR System

The extensiveness of the menu depicts the advantages to the users of the system; the physician office is able to quickly produce referrals and the managed care company to able to respond quickly while collecting detailed information on enrollee care, which can be used to evaluate services.10  Refer to Appendix A to view a diagram of Web ROAR from a user's perspective.

IT Gap Analysis

Although the Internet appears ubiquitous in today’s society, it is amazing to find that 85% of the physician offices do not use the Internet for business purposes.  This provides an obstacle for the implementation of systems such as Web ROAR.  From the physician office perspective, although Web ROAR greatly simplifies the referral authorization process, there are several limitations:

· Web ROAR only provides access to Highmark enrollees; therefore multiple systems are still required in the office.

· Highmark has carved-out referrals for CT scans, MRIs, and Nuclear Cardiology through contracting with NIA (National Imaging Association).  These referrals must be phoned in, although the authorization number may be accessed several days later in Web ROAR.

· Access to the information in Web ROAR is limited to Highmark and primary care offices.  Although faxes can be requested to be sent to the specialist, ancillary service provider, or hospital, these entities are still buried in a sea of paperwork.  Consequently, primary care offices are the recipients of numerous phone calls regarding authorization numbers.  In essence, network connectivity is incomplete.  Highmark has recognized this limitation and is planning to roll out Web ROAR to the hospitals, specialists, and ancillary service providers during the Summer of 2000.  

Summary

These improvements in the referral/authorization process are certainly seen as a way to eliminate wasted time and provide more satisfied customers, including patients, physicians, and office staff.  Most importantly, if the healthcare community can provide the right care, the right setting, without delay of waiting for paperwork…these systems have the potential to save lives!
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