CATHY A. BAKER
IRIS S. DIAZ

Cathy A. Baker and Iris S. Diaz are labor
economists in the Division of Compensa-
tion Data Estimation, Bureau of Labor Sta-
tistics.

Telephone: (202) 691-6260
E-mail: Baker_C@bls.gov
Diaz_| @bls.gov

Managed Care Plansand
Managed Care Features.
Datafrom the EBStothe

NCS

In the 1990s, managed care plans and features had
aprominent rolein the discussion of the design and
efficiency of health care plans. In 1997, 95 percent
of al full-time employeesin medium and large private
establishments participated in planswith amanaged

care emphasis.

The Health Insurance Associa-
tion of America defines man-
aged care as a collection of in-
terdependent systems that integrate
thefinancing and delivery of appropri-
ate health care services to covered in-
dividuals.! Since the early 1980s, the
Bureau of Labor Statistics (BLS) has
captured data on managed care
through its compensation surveys—
initially through the Employee Benefits
Survey (EBS)? and now through the
National Compensation Survey (NCS).
This article presents two distinct per-
spectives of managed care: Managed
care plansand managed care features.®

Managed care plans serve asan a-
ternativeto traditional health careplans
that do not restrict a patient’s choice
of providers. Managed care plans en-
ter into arrangements with selected
health care providers, who agreeto fur-
nish a comprehensive set of services
and to implement cost containment and
quality measures. Managed care fea-
tures are designed to limit costs and
improve the efficiency of service by
setting incentives on specific plan pro-
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visions. For example, one managed
care feature could lower costs by re-
ducing nonemergency weekend hos-
pital admissions. (See box for a gen-
era list of managed care features and
their definitions.)

Using EBS data for selected years
between 1991 and 1997, thisarticledis-
cusses managed care plans, managed
care features, and changes to be ex-
pected in future NCS surveys. The
data come from medium and large pri-
vate establishments—those with 100
employeesor more—that represent, on
average, 33 millionfull-timeemployees.
Farms and private households are ex-
cluded.

The 1997 EBS concludesthe publi-
cation of dataon medium and large pri-
vate establishments under the current
survey format. The EBS will publish
two interim productsfor 1999 and 2000
before becoming fully integrated into
the NCS. After that time, BLSwill no
longer conduct independent surveys
of medium and large private establish-
ments, small private establishments,
and State and local governments.



Glossary of Managed Care Terms

Listed below are some of the most common managed care features as defined by the International Foundation of Employee
Benefitsin Employee Benefit Plans: A Glossary of Terms, 9th edition, and BLS. Definitionsfrom BLS have the reference “by
BLS’ next to the term defined.

Case management. A utilization management technique that focuses on coordinating anumber of services needed by clients. It
includes astandardized, objective assessment of client needs and the development of an individualized service or care plan that
is based on the need assessment and is goal oriented.

Claimsreview. In health care prepayment, the routine examination by a carrier or intermediary of the claim submitted to it for
payment or for predetermination of benefits; may include determination of eligibility, coverage of service, and planliability. In
quality assurance, examination by an organization of claims as part of aquality review or utilization process.

Concurrent review. The process by which hospital admissionsfor elective and emergency treatment are certified for appropri-
ateness at thetime of service and by which continued staysare verified for medical necessity and level of care. Accordingtothe
Handbook of Employee Benefits, 3rd edition, by Jerry S. Rosenbloom (Burr Ridge, IL, Irwin, 1992), concurrent review is an
“onsite” review, and continued stay review is an “offsite” review.

Continued stay review. A review and aninitial determination by autilization review committee during apatient’s hospitalization
of the necessity and appropriateness of continuation of the patient’s stay at a hospital level of care; sometimes called “ recerti-
fication.”

Discharge planning. A centralized, coordinated program developed by a hospital to ensure that each patient has a planned
program for needed continuing or followup care.

Generic prescription drugs (by BLS). Bioequivalent (same active chemical composition) to brand name drugs, but reimbursed
at ahigher payment level.

Hospital bill audit (by BLS). A provision that gives participants an incentive to find overcharges in their hospital bill. Most
plans give the participant a percentage of the money saved by the plan sponsor, up to a specified maximum.

Medical case management (by BLS). An option, often offered by insurance companies, that provides coordinators to handle
high cost claimsand recommend specialized care and servicestargeted to anindividual’ streatment goals and needs. Medical case
management is most often used to deal with catastrophicillnesses. The medical case management coordinator helpsto oversee
overall management of the patient, from the onset of the illness or injury into acute care hospitalization, specialized care
programs, and followup treatment.

Nonemergency weekend admission (by BLS). A process that reduces or denies coverage for nonemergency weekend admis-
sions.

Preadmission certification (by BLS). An authorization given by ahealth care provider to abenefit recipient prior to hospital -
ization or before the delivery of certain health care benefits. Failure to obtain a preadmission certification in nonemergency
situations usually reduces or eliminates the health care provider’s obligation to pay for services rendered.

Preadmission testing. A plan benefit designed to encourage patients to obtain needed diagnostic serviceson an ambulatory basis
before a nonemergency hospital admission in order to reduce hospital length of stay.

Preventive care. Comprehensive care emphasizing prioritiesfor prevention, early detection, and early treatment of conditions.
Preventive care generally includes routine physical examinations, immunization, and “well-person” care.

Retrospectivereview. A traditional form of utilization review. The patient’s chart isreviewed after the fact to determine whether
the treatment provided was medically necessary.

Second surgical opinion. A provision that encourages or requires participants to obtain the opinion of another doctor after a
physician hasrecommended that nonemergency or elective surgery be performed. Programs may be voluntary or mandatory in
that reimbursement is reduced or denied if the participant does not obtain the second opinion. Plans usually require that such
opinions be obtained from board-certified specialists with no personal or financial interest in the outcome.

Utilization management. A generic term for the preadmission certification, concurrent review, and retrospective review
techniques used to evaluate health care on the basis of appropriateness, necessity, and quality.

Utilization review. A cost-control mechanism for reviewing the appropriateness and the quality of care provided to patients.
Utilization review may come before (prospective), at the sametime as (concurrent), or after (retroactive) servicesare rendered.
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Table 1. Average monthly employee contribution, full-time employees, medium
and large private establishments, selected years, 1991-97

Coverage type 1991 | 1983 | 1005 | 1907
Allplans
Individual coverage ...............coeeveeennnenn. $26.60 $3155 | $3392 | $3914
Familycoverage .........ccccoevvvveieinenennnnn.. 96.97 10742 | 11833 130.07
Non-HMO plans?
Individualcoverage.............cccceevevenennenn. 2584 3148 3291 41.69
Familycoverage .........cccooevveieiiiieinnenne. 9152 10248 11218 132.37
HMO plans
Individualcoverage.............ccoeeieeienanene. 29.23 3177 36.18 3428
Familycoverage .........ccccovvvvveiinenennnnn.. 11819 12184 | 13266 125.79

1 Medium and large private establishments are those with 100 employees or more.
2Non-HMO plans include traditional fee-for-service plans, preferred provider plans, and

exclusive provider plans.

Employer health care costs and
managed care
In recent decades, the United States
hasexperienced an overall risein health
care expenditures and employer health
carecosts.* Trends and devel opments
in health carethat affect employer-pro-
vided hedlth care plansareamajor con-
cern, because most Americansreceive
medical coverage through their jobs.®
The Employment Cost Index (ECI)
and the Employer Costsfor Employee
Compensation (ECEC), both BL S sur-
veys, have shown a rapid increase in
benefit costs since the early 1980s.°
According to the ECI, the rate of
growth in benefit costs has risen and
falen at different times over the last
two decades. (Seechart 1.) Peakingin
1983, it dowed in the mid-1980s, only
torise sharply between 1987 and 1988.
Between 1989 and 1996, it decreased
again and leveled off thereafter. How-
ever, since early 1999, the percent
change in benefit costs has been ris-
ing again. Basically, the percent change
in benefit costs rose faster than the
percent change in the cost of wages
and salaries from 1982 to 1994. Over
the next 5 years, the change in benefit
costswas|essthan the percent change
in the cost of wages and salaries.
March 2001 ECEC dataindicatethat
27.1 percent of total employer costsfor
employee compensation was benefit
costs. Health care costs accounted for
5.6 percent of compensation costs, a

greater share than most benefit costs.”
Unpublished data from the ECI show
that health care costshavedriven over-
all benefit costs during the last two
decades. (See chart 2.) Like overall
benefit costs, these datafor health care
in private industry peaked in the early
1980s, dowed during most of the 1990s,
androse again in thelate 1990s.8 °

According to the 1995 Report on
the American Workforce, the rapid in-
crease in health care costs has had an
impact on employer-provided plans.®
Asaresult of employer cost concerns,
employees have seen a reduction in
coverage, an increase in their contri-
butions towards plans, growth in the
availabhility of plansaimed at reducing
costs (managed care plans), and larger
numbers of managed care features
within plans.

As employees began paying higher
premiumsfor health care coverage, they
also began shifting toward plans that
restrict their choiceof providers; typi-
caly, these plans have lower premi-
ums.2 However, employees who re-
mained in plansthat did not restrict the
choice of providers also saw an in-
creased use of measures to limit plan
costs. Nevertheless, employee premi-
ums have increased for all types of
plans. (Seetablel.)

Since 1982, the EBS has provided
estimates of managed care plans and
plan features. The EBS has captured
data on the three types of plans that
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are considered managed care—health
maintenance organizations, preferred
provider organizations, and exclusive
provider organizations*—as well as
traditional plans. Thetype of datacol-
lected on managed care features
throughout the years has varied con-
siderably. For example, the EBS has
captured data on provisions for
preadmission testing, second surgical
opinions, hospital audits, nhonemer-
gency weekend admissions, and
preadmission certification. These data
have been expanded or limited by sur-
vey year, and the published estimates
reflect these changes.

To keep the survey current, BLS has
based changes in EBS survey design
primarily on emerging trendsin health
care. For example, when health-care
costsincreased in the 1980s, BLSre-
sponded by capturing details of cost
containment measuresinthe EBS.** In
1982, BL S started publishing EBS esti-
mates of the percent of covered work-
ers in plans that required second sur-
gical opinions; in 1985, other selected
managed care features, such as higher
reimbursement for generic prescription
drugs, were added; and, in the 1990s,
data on penalties for noncompliance
with the preadmission certification were
captured.

Managed care plans and features
Throughout the 1990s, more than 90
percent of full-time employees with
medical coverage were in plans with
managed care features. (Seetable 2.)
Duringthisperiod, participationintra-
ditional health care planswith managed
care features decreased, while partici-
pation in managed care plansincreased.
These two approaches—traditional
planswith special featuresversus man-
aged care plans—focus on different
ways of managing care.

Traditional fee-for-serviceplans. Par-
ticipationin traditional fee-for-service
plans decreased inthe mid-1990sfrom
66 percent of full-time employeeswith
medical care coverage in 1991 to 26
percent in 1997. This type of health
care plan pays incurred expenses for
specific medical procedures. Reim-



Chart 1. Twelve-month percent change in the Employment Cost Index for wages and salaries
and benefit costs, quarterly data, 1982-2000
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Chart 2. Twelve-month percent change in the Employment Cost Index for total benefit costs and
health care costs, quarterly data, 1982-2000
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Table 2. Percent of full-time medical care participants with managed care
features by plan type, medium and large private establishments,'selected years,

1991-97
Managed care features by plan type 1991 1993 1995 | 1997
Withmanaged carefeatures ................cccceeueens B D a b
Traditional fee-for-service? ............c..ccceeeenns 50 40 2 21
Preferred provider organization ................... 16 2 A 40
Exclusive provider organization ................... ® 1 1 1
Prepaid health maintenance organization ...... 17 23 7 3
Withoutmanaged carefeatures ....................... 7 10 9 5
Notdeterminable ..., - - - 1

1 Medium and large private establishments are those with 100 employees or more.
2 Traditional fee-for-service plans with managed care features.

3 Lessthan 0.5 percent.

NOTE: Because of rounding, sums of individual items may not equal totals. Dash

indicates no employees in this category.

bursements for these expenses are
made directly to health care providers
or to plan participants by the health
care plan, often a Blue Cross/Blue
Shield organization, or by theemployer
who self-insures the plans.

In 1997, 21 percent of all full-time
employeeswith medical carecoverage
wereintraditiona fee-for-service plans
with managed carefeatures, down from
59 percentin1991. (Fivepercent of all
full-time employeeswith medical care
coveragewereintraditional planswith-
out managed care features in 1997,
down dightly from seven percent in
1991.) Required preadmission certifica
tion and second surgical opinion were
the most prevalent managed care fea
tures used by these plans.

Preferred provider organizations
(PPOs). Theseplansaresimilar totra-
ditional fee-for-service plans in that
participants’ incurred expensesarepaid
after servicesarerendered. PPOshave
grown in popularity over the last de-
cade. Forty percent of full-time health
care participants were enrolled in this
type of plan in 1997, up from sixteen
percent in 1991. (Seetable2.) Asin
traditional fee-for-serviceplans, partici-
pants can choose any health care pro-
vider, such as a hospital or physician,
but they receive higher benefits for
services rendered by designated pro-
viders. Participants who choose des-
ignated providers might have lower

annud deductibles, for example, or lower
catastrophic maximum limitsthan those
who select undesignated providers.

Health maintenance organizations
(HMOs). These plans provide a pre-
scribed set of benefits to participants
for aprepaidfee. Typicaly, HMOsare
independent organizationsthat finance
and administer health care services.
These plans require the participant to
seek care only from specific care pro-
viders. Though restricted, most of the
health care services in these plans are
coveredinfull.

In 1997, 33 percent of participants
in health care plans were enrolled in
HMOs. These plans have programs
that arrange referral services, hospital
admissions, and other arrangementson
the participant’ sbehalf that are similar
to preadmission certification, concur-
rent review, and utilization review found
in non-HMOs. Through these pro-
grams, HMOs control cost while ad-
ministering and monitoring the health
care of the patient.

By definition, HM Osinclude man-
aged carefeaturesaspart of their struc-
ture; the EBS, however, did not tabu-
latethesefeatures. (The EBS published
dataon managed carefeaturesonly for
traditional fee-for-serviceplansin 1991.
In 1993, the EBS expanded its publica
tion of such features to cover &l non-
HMO plans.) Nearly al HMOs have
hospital admissions and referral ser-
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vicespolicies. In HMOs, participants
select a primary care physician who
acts as their health care gatekeeper.
These physicians arrange hospitaliza-
tions on the patient’s behalf and coor-
dinate other treatments as needed.

Managed care features: penalties
for noncompliance

Traditionally, the EBS captured man-
aged care features that were triggered
by the participant, and not by the pro-
vider. Participantsin planswith man-
aged care features could incur a pen-
alty by choosing not to follow managed
care rules. For example, some plans
have arrangements with the provider
to obtain a preadmission certification;
participant noncompliance may result
in a reduction in benefits. The most
prominent managed care features cap-
tured by the EBS that have participant
penalties were second surgical opin-
ions and preadmission certification.
(Seetable 3for the percent of non-HMO
participants in plans with specified
managed care features.)

In 1997, 50 percent of non-HMO
participants had a provision for sec-
ond surgical opinion; 18 percent of
those had a penalty for noncompli-
ance A typical penaty might be a
reduction of the coinsurance for asur-
gery, with the plan paying benefits at
50 percent rather than 80 percent, or
the imposition of a deductible for the
surgery, if a second opinion was not
obtained.

Three out of five full-time medical
care plan participantsin non-HM Os—
traditional fee-for-service plans, pre-
ferred provider organizations, and ex-
clusive provider organizations—were
required to get preadmission certifica-
tion. Typically, plans reduce benefits
if participantsfail to obtain apreadmis-
sion certification. A penalty, such as
reduced coinsurance or an added de-
ductible, could apply to those not ob-
taining the certification. Preadmission
certification has becomethe most promi-
nent managed carefeaturein non-HMO
plans for which data are captured by
theEBS. Specific detailsfor preadmis-
sion certification penalties have been
published only since1993. (Seetable4).



Table 3. Percent of full-time medical care participants in non-HMO plans by
managed care features, medium and large private establishments,' selected

years, 1993-97
Managed care feature 1993 1995 1997

Preadmissioncertification ................coeeveenennes A (53 [5°)
Secondsurgical OpiNioN ..........c...cociveieiuieennen.. n 53 50
Preadmissiontesting .........cvceveveniineneeneeinennnns 51 12 P
Utilizationand concurrentreview .................... 2 B A
Nonemergencyweekendadmission ................ 14 10 1
Hospitalbillaudit ..., 14 7 8
[ 1107 S - ® 1

1 Medium and large private establishments are those with 100 employees or more.

2Lessthan 0.5 percent.

NOTE: Dash indicates no employees in this category.

Table 4. Percent of full-time medical care participants in non-HMO plans with
preadmission certification penalties, medium and large private establishments,*

selected years, 199397

Preadmission certification penalty 1993 1995 1997
Withpenalty .............c..o.c.... 97 B 97
Reduced coinsurance? 4 37 37
Separate deductible for hospital admission ... >H A 3B
Nobenefit ........cveuiiiii e 5 4 3
Combination of separate deductible and
reduced COINSUranNCe .............cccveuvenneennnn. 2 2 2
Other ..o 3 4 3
Penaltynotdeterminable® .......................... 8 14 14
Withoutpenalty ............ooooiiiiiiiiiiiiiieeeenen 3 4 3

1 Medium and large private establishments are those with 100 employees or more.
21n 1993 and 1995, selected coinsurance penalties were identified.
3 In these cases there is a penalty, but the type is not identified.

NOTE: Because of rounding, sums of individual items may not equal totals.

In 1997, 97 percent of non-HMO
participants in plans with a preadmis-
sion certification feature were subject
to penaltiesfor not obtaining the certi-
fication. Many of them had to pay a
separate deductible in such circum-
stances. For example, some partici-
pants might haveto pay a$300 deduct-
ible per admission before plan benefits
begin. However, other participants had
a reduced coinsurance benefit if the
hospitalization was not certified, and
afew lost al benefits in such cases.
Themajor forms of penaltiesfor non-
compliance with preadmission certifi-
cation requirements have remained
consistent over the past decade. In
1993, 1995, and 1997, the most fre-
quently observed penaltieswere are-
duced coinsurance or a separate hos-
pital deductible.

Managed care and the NCS

In 1996, BL S introduced the National
Compensation Survey (NCS).** The
EBSisinthefinal phaseof full integra-
tionintothe NCS. Thetwo mgjor dif-
ferencesbetweenthe NCSand the EBS
inthe areaof managed care arethe ex-
pansion of managed care plan types
and the reduction in the types of man-
aged care features collected.

Managed care plans. Point-of-service
plans are a type of HMO plan that al-
lows enrolleesto receive services out-
sidethe network at ahigher cost. These
plans operate as HMOs do: partici-
pants haveto elect aprimary care phy-
sician to coordinate their care. Nine-
teen percent of al HMO participants
werein planswith point-of-servicefea
turesin 1997. In the health carefield,

there has been a recent trend toward
identifying apoint-of-service option as
a separate plan type or considering
such plansto be PPOs. Nevertheless,
the EBS has always classified these
plansas HMOs, and the NCSwill con-
tinueto do so. Beginningin 2001, the
NCSwill expand publication of thedata
available on HMOs to reflect this re-
cent trend by dividing HM Osinto two
categories: traditional HMOs and
point-of-service HM Os.

Thisdivision of HMOsinto two cat-
egorieswill allow more detailed analy-
sisand comparisons among plan char-
acterigticsand premiums. For example,
NCS data should answer questions
such as: areemployees’ plan premiums
higher for point-of-service HM Osthan
for traditional HMOs? And, how do
plan provisionsdiffer anong managed
careplans? TheNCSdataalsowill al-
low further comparisons among plan
types and provisions, such as physi-
cian officevisitsand prescription drug
copayments.

Managed care features. BLS evalu-
ated plan documents provided by re-
spondents to determine how well they
described managed care features.'’
The main objective of this evaluation
wasto determine how the NCS should
proceed regarding the collection and
publication of managed care features.
As expected, plan documents in most
cases described various managed care
features, such as preadmission certifi-
cation, medical case management, ret-
rospective review, and concurrent re-
view. Descriptions of managed care
features were inconsistent among the
plan documents evaluated. Two plans
may use the same name or label to de-
scribe different features, or different
names to describe the same feature.
(One example of thislatter case might
be*concurrent review” and* utilization
review.”) Inaddition, plan documents
were inconsistent in the types of man-
aged care benefits described. These
reasons, among others, prompted BLS
to streamline the managed carefeatures
that NCSwill collect. The plan docu-
ments—the main source of provision
data—are not areliable source of man-
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aged care descriptionsand definitions.

TheNCSwiill collect detailed infor-
mation on only two managed care fea-
tures—preadmission certification,
which remainsthe most frequent man-
aged care feature used, and utilization
review. Eventhough utilization review
was the fourth most prominent feature
in 1997, the NCSwill continueto cap-
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