Insurance Systems
Marylee Mundell, D.O.

     The health care industry of today is constantly changing and evolving. The insurance products that exist are multiple and it is a physician’s responsibility to understand these systems in order to guarantee proper reimbursement. Also an awareness of the different systems is essential before signing a contract with an insurance entity.     This module will discuss the different types of insurance products that exist. 
Insurance Plan Types

     There are several different types of insurance plans but they all basically fall into one of three groups. The first is indemnity insurance. This type is more commonly referred to as fee for service. The person covered under the plan is always called the beneficiary. The beneficiary in this case is able to choose his doctor, specialist or hospital without restrictions. The provider bills for every service that is performed. The beneficiary and the insurance company share the cost of the bill. This type of insurance was the predominant form thirty years ago. 
     The second is managed care. This type of insurance is often organized into preferred provider organizations PPO), health maintenance organizations (HMO), and point of service plans (POS). In this plan the physician is paid differently and the beneficiary has a restricted choice of providers and hospitals. 
     The third are health saving accounts (HSA) or consumer driven health plans (CDHP).In these plans the patient has a greater role in cost sharing and assuming financial responsibility for health care.
Fee for Service (Indemnity)     Fee for service plans allow beneficiaries to choose any physician, hospital, or specialist. Also ancillary therapies and testing can be done at the facility of their choice. The provider or facility then bills the insurance company for each service provided. For example, if you went to the emergency room for a broken arm, the hospital would send a bill for the visit, x-rays and any medical supplies used in your treatment. If a specialist was involved they also would send a bill for all of the covered services. 
     The beneficiary may not be covered for certain types of medical care such as preventative visits or immunizations. The patient must pay 100% of the fee. Each company has different services that it will cover. Physicians who contract with the insurance company must understand the terms and conditions of allowable billing. There may be some companies that do not allow balance billing. This occurs when a physician is permitted to bill the patient for the difference between the insurance company’s reimbursement and the fee.
     These plans typically have deductibles for the beneficiaries. The deductible must be paid before the insurance coverage becomes active. Once the deductible has been met the insurance usually will reimburse physicians eighty percent of the usually and customary charge. The patient is responsible for the remaining 20 percent. This is known as the co-pay or coinsurance. Physicians can balance bill the beneficiary for the difference if their fee is higher than the usual and customary charge if permissible in the contract.
Managed Care
HMO

   The health maintenance organizations are the oldest type of managed care. They were developed in the 1980’s by insurance companies to attempt to contain medical costs. The basis for this plan was to promote health prevention. Physicians sign a contract with the insurance company to provide medical services for the beneficiaries enrolled in their program. The provider is then paid a set fee per month based on the patient’s age. This is called capitation. This is usually the only payment paid to the physician along with a co-payment paid by the patient per visit. Recently HMO’s have also started to reimburse physicians for quality of care. Physicians are paid an extra monthly payment for insuring patients that have been screened for diseases, are  up to date on immunizations and preventative visits. Additional payments can be earned by prescribing medicines in the insurance company’s formulary and using on line referral techniques. Beneficiaries must utilize services by providers and hospitals in their network. If they choose to go out of network, they are completely responsible for all fees. Also, patients must obtain referrals from their primary physician for labs, studies, and specialist visits.
PPO
     Preferred provider organization is a form on managed care. This plan allows beneficiaries an expanded panel of providers and hospitals. The providers and hospital agree to a lower reimbursement to be in network. Generalists and specialists then refer to one another within the network. Providers are paid by capitation and receive some above capitation payment also. Beneficiaries may go outside of network but the coinsurance payments are higher and deductibles may apply. Physicians may balance bill patients if they are out of network. Referrals are not required in most instances. Many of these plans do not cover preventative medicine (well visits).
POS

     The point of service plan incorporates qualities of both a PPO and a HMO. Physicians are paid for the services they provide and may receive capitation payments for quality assurance measures and following plan guidelines. Patients are often referred to hospitals and specialists within the network. However, patients may also self refer to out of network doctors and hospitals for a higher fee. Physicians may refer their patients outside of the network and the fee is usually covered by the insurance company. Preventative medical visits are usually covered.
Health Savings Accounts
     The Medical Modernization Act of 2003 created health savings accounts. There are two forms. The health savings account (HSA) and the health reimbursement account (HRA). The difference between the two is that the HRA is owned by the employer. The employer can only contribute to the plan and typically does not allow the plan to be portable. That is if you leave the company the money invested in the plan does not leave with you .Also many of these plans do not roll over at the end of the year. If the money in the plan is not used, it is lost at the end of the year. The HSA however allows contributions from both the employer and the employee. The plan is typically portable and monies can be rolled over from year to year.               

     The theory behind this was to allow consumers to save money in a     tax deferred manner and also allow them to have a greater role in the   cost sharing of healthcare. The patient must enroll in a high deductible health plan (HDHP). These plans force the patient to assume the liability of the first $1050 of their healthcare up to a maximum of $5250.The amounts are different for families. 
      If the patient does not require a lot of healthcare the savings grows. However if they do, they can be liable for thousands of dollars of medical bills .Also individuals can use the money for other needs. Once the deductible is satisfied the health plan kicks in and covers the patient for medical care. However if the savings is spent before the deductible is paid the patient must foot the bill. Also preventative care is often not provided until the deductible has been met.
     The difficulty for the physician is that the patient must pay up front for services. Some plans have debit cards that the patient can present at the time of service. The physician must still submit a claim to the insurance company even though the patient has paid. This causes medical practices to do a lot of needless work. Also the patient can refuse to pay for the service at the time of the visit. Most physicians have utilized advanced beneficiary notices to get around the problem. This is a statement that all patients must sign before the visit stating they are responsible for payment for the services at the time of the visit. The government’s policy on collecting payment states that physician’s are allowed to collect payment at the time of the visit.

Medicare and Medicaid
     While discussing insurance systems it is important to understand Medicare and Medicaid. Medicare is a federal health insurance program. Americans aged 65 and older and those with specific disabilities are covered under this plan. The plan offers indemnity and managed care type health insurance. The covered individual must choose their type of insurance in order to be covered.

     Medicaid is a joint federal and state funded insurance health plan. The states are responsible for the administration of the plan. Each has its own rules and regulations of coverage. In Pennsylvania low income individuals (especially children and pregnant women) are covered.  Also individuals with certain disabilities are also covered. The patient must choose a managed care health plan once enrolled. These plans run like an HMO however enrollees are often required to complete paperwork every month in order to stay enrolled.

     The physician must be familiar with the different types of insurance plans that exist today. In order to run a financially successful practice, doctors must have an appropriate mix of insurance plans in their practice. Also for speedy reimbursement and coinsurance collection the office staff must understand the different plans. Billing staff also requires an understanding of the plans to insure that reimbursement claims are filed correctly. Below are some references that can be utilized for further information on health insurance systems.
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