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NEW TO THIS EDITION:
· Extensive updates and revisions for a more timely text

· 35% new material!

· 25% more glossary terms!

· Introduction of new types of consumer-based health plans and services 
TRANSITION GUIDE:
A detailed Table of Contents for the new edition is provided below. While the organization of the new text has remained true to the original, some new content has been included to improve your course. Use the outline below to update your syllabus with the text’s new information and updated material. 


Chapter 1: The Origins of Managed Health Care –updated!

· Discussion of changes that took place in the past five years, including an extensive discussion of the "managed care backlash" that led to market shifts
· Introduction of consumer directed health plans (CDHPs)
Chapter 2:  Types of Managed Care Organizations and Integrated Healthcare Delivery Systems –updated!
· Updated to also address CDHPs

· Sections on types of managed care organizations (MCOs) and integrated deliver systems (IDSs) updated, including relative successes and declines of various types of MCOs and IDSs

· Further discussion of CDHPs

Chapter 3:  Network Management and Reimbursement –updated!
· Revisions discuss new approaches to provider networks and additional discussion of hospital-based physicians

· Revisions to reimbursement approaches, including new ones such as MS-DRGs

· Revised section on pay-for-performance 

· New section on issues around consumerism and data transparency 

Chapter 4: Management of Medical Utilization and Quality–updated!
· Revisions to approaches to care management include changes in approaches to disease management and basic utilization management 

Chapter 5: Internal Operations –updated!
· Updates around all core operational functions of MCOs, including significant updates to issues around claims management, member services, and sales & marketing. 

· New issues around consumerism
Chapter 6:  Medicare and Medicaid—updated!
· Describes the new Medicare Modernization Act's new prescription drug benefit and Medicare Advantage

· NEW -- Section on Medicare fully rewritten

· Section on Medicaid revised and updated

Chapter 7: Regulation and Accreditation in Managed Care-updated!
· Section on state regulation of MCOs updated, including sections on state requirements and consumer protections
· Extensive revision and rewrite of section on the Health Insurance Portability and Accountability Act (HIPAA), including requirements around electronic interactions, privacy, and information security
· Revised section on the Employee Retirement Income Security Act (ERISA) to reflect new federal requirements
· NEW -- Brief discussion of the Consolidated Omnibus Reconciliation Act (COBRA)
· The section on accreditation of MCOs by the three major accreditation organizations was extensively revised as well as an update of the Health Plan Employer Data and Information Set (HEDIS®)
· New material added to discuss the Consumer Assessment of Health Plans Survey (CAHPS®)
Glossary -updated!
· Revised by dropping some obsolete terms and adding new ones, increasing the number of terms by nearly 25 percent

Preface

Since the second edition of Managed Care: What It Is and How It Works was published, managed care has continued its evolution. The "managed care backlash" described in Chapter 1 of this book, brought a reduction in some of the more active forms of managing care as well as some movement in the marketplace from health maintenance organizations (HMOs) towards preferred provider organizations (PPOs) and newer forms of health plans. To be sure, HMOs remain an important element of the U.S. healthcare landscape, and PPOs and other types of health plans have adopted many of the more useful aspects that were once the domain of HMOs only, such as disease management. But in many ways, health care became a bit less "managed."

This, however, was accompanied by a rapid rise in health care costs, far exceeding that experienced in the years before the earlier, second edition of this book was published. There has been some moderation recently, but health care cost inflation remains two to three times higher than the general rate of inflation, and it's not likely to get much lower any time soon. Some of the factors behind cost inflation remain the same - hospitals are expensive places to run, for example. A few factors have declined - gross overutilization of inpatient stays is no longer the norm, for example. Some factors that used to be out of control, such as the cost of drugs, are now more in line with inflation in other parts of the system due to increasing use of generics, assisted by complex drug benefits plans. But new factors have emerged or grown, such as advances in technology and miniaturization, new biological drugs, and genetic testing, all of which contribute disproportionately to cost inflation. New diagnostic and therapeutic interventions continually appear, providing ever-expanding opportunities for medical interventions. And while physicians do not exhibit the same types of practice behaviors prevalent one and two decades ago, there remain high levels of variability in practice across the country.

Because the medical care landscape is always changing, new approaches to managing cost, quality, and access will always be developed. Some of these will fail or lead to unintended consequences, while others will succeed and lead to still more changes. New approaches that start out in only one type of health plan migrate, if useful, to more mainstream types of health plans. This diffusion of effective approaches to managing health care cost and quality has always been a feature of the health sector in this country, and it continues today.

The path chosen by the United States, combining single payer systems (i.e., Medicare, Medicaid, and other federal health programs) with a heavy reliance on private health insurance is unique in the industrialized world. The result includes high health care costs as a percentage of the gross domestic product, seen by most as a severe failing; but the result also includes advanced medical interventions and high access to care (i.e., little queuing and early treatment) that leads much of the rest of the world. The current system has also resulted in the greatest percentage of uninsured or underinsured citizens of any industrialized nation, and access to health care by the poor remains a problem. No simple solution exists to maintain the good while eliminating the bad. 

The reality is that the health care delivery and financing system existing in the United States is incredibly complex, and that complexity is always accelerating, never slowing, or even increasing at a steady pace. As a result, it is neither possible to describe a steady state nor even a reliably predictable state. The notion of complexity is useful to bear in mind throughout the book. By doing so, the reader will maintain a sense of the true vibrancy of managed health care, and will not fall into the trap of thinking that managed health care is monolithic, simplistic, or that there is only one way to do something. 

Everything you read here is a reflection of managed health care in 2008. An immediate and practical effect of the complex health care environment is that changes will continue to occur in this industry, and some of those changes will not have been anticipated in this book. Therefore, it is incumbent on the reader to ascertain for herself or himself the applicability and accuracy of the information presented, particularly in regard to federal and state laws. The fundamental concepts and attributes of managed health care nonetheless remain, regardless of such changes. The environmental forces that led to the creation and continued evolution of managed health care still exist and are in many ways even greater than in the past. 


This edition contains very substantial revisions as well as updates to earlier material. The introduction of new types of consumer-based health plans and services has practical implications throughout the book. Approaches to provider networks have been revised to take into account not only new types of products, but new approaches to reimbursement and incentive systems. Care management continues to evolve, leading to revisions in that chapter. Operations in managed care have likewise evolved, leading to a revision of that chapter as well. External accreditation has become more sophisticated, also requiring considerable revisions. New laws and programs in Medicare required a complete re-writing of that section. Changes in federal laws and regulations meant considerable updates and revisions were required; in particular around the Health Insurance Portability and Accountability Act (HIPAA). Lastly, even the Glossary was revised, dropping some obsolete terms and adding new ones, increasing the number of terms by nearly 25 percent.

Readers of Managed Care: What It Is and How It Works, Third Edition should recognize the true vitality of managed care and not fall into the trap of thinking that it offers only one way to do something. Yet, in a field this complex, it is essential to begin with basic descriptions of the most prominent topics. This book does exactly that, as indicated by the following chapter summaries.

· Chapter 1 focuses on the history and evolution of managed care. It provides the background necessary for readers to understand the nature of managed care as it exists today.

· Chapter 2 describes the main types of managed care organizations (MCOs), integrated health care delivery systems, and new consumer directed health plans. It also reviews the basic governance and management structure of health plans. 

· Chapter 3 is an overview of the health care delivery system. It describes the basic provider sectors—primary care physicians, specialty physicians, hospitals and other health care institutions, and ancillary services—and the way that managed care works within them. It also covers the topics of network development, network management, and reimbursement.

· Chapter 4 explains how managed care actually manages health care. The basics components of care management include medical-surgical utilization management, case and disease management, management of pharmaceutical services, and quality management. Managed care is not simply about approving or denying payment for a health care service or contracting for favorable pricing; it is also about changing the way that health care is delivered.

· Chapter 5 presents an account of the non-medical operations of MCOs. The functions described include the claims processing, information management, marketing and sales, member services, underwriting, and financial management. These are the foundational functions of any health plan and they must operate properly for the plan to succeed. 

· Chapter 6 describes the Medicare and Medicaid programs and their increasing use of managed care to control costs, enhance the coordination of care, and improve its quality. The new Medicare Modernization Act created a new prescription drug benefit as well as redefining the various ways that managed care may be applied in Medicare through the Medicare Advantage program. The chapter also defines some of the differences between the two programs and indicates some of the ways that MCOs undertaking to serve Medicare and Medicaid populations must modify their operations to meet the programs’ special requirements.

· Chapter 7 focuses on the regulation of managed care. States continue to play a dominant role in the regulation of health plans, and a section on state requirements leads the chapter. Following that section is a discussion of several federal laws: HIPAA, which has hugely important implications for electronic interactions, privacy, and information security in all parts of the health care industry; the Employee Retirement Income Security Act (ERISA), which regulates self-funded health benefits plans: and (briefly) the Consolidated Omnibus Reconciliation Act (COBRA), which provides for continuation of coverage. Lastly, the chapter describes the accreditation of MCOs by the three major accreditation organizations as well as a brief discussion about two important sets of measurements - the Health Plan Employer Data and Information Set (HEDIS®) and the Consumer Assessment of Health Plans Survey (CAHPS®).

· The book ends with a comprehensive glossary that provides definitions of terms commonly used in the managed care industry.

Much of the material found in this book has been distilled from the parent text of this series: The Essentials of Managed Health Care, Fifth Edition. Interested readers wanting additional information about most aspects of managed care are advised to consult this reference work, published by Jones & Bartlett in 2007. The main goal of this book is very simple—to provide its readers with a solid understanding of how managed care actually works. If it succeeds in doing that, then some who are reading these words right now will be in a position to better contribute to the future evolution of this dynamic industry, thereby benefiting us all.

Peter Reid Kongstvedt

McLean, VA
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