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DEFINITIONS - MEDICAREDEFINITIONS - MEDICARE

Medicare – a national social 
insurance program that providesinsurance program that provides 
access to health insurance to those 
65 and older and younger people 
with disabilities and ESRD.

Medicaid – a health program for 
people and families with low income 
jointly funded by state and federal 

DEFINITIONS DEFINITIONS -- MEDICAIDMEDICAIDDEFINITIONS DEFINITIONS -- MEDICAIDMEDICAID

governments and managed by the 
states.
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DEFINITIONS DEFINITIONS –– MANAGED CAREMANAGED CAREDEFINITIONS DEFINITIONS –– MANAGED CAREMANAGED CARE

Managed Care – initially the term 
was used to differentiate between 
traditional fee-for-services and 

l th t i t d t h iplans that incorporated techniques 
to reduce unnecessary healthcare 
costs.  Currently used 
interchangeably with fee-for-
service.

PAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIES

Charges:  The provider’s usual and 
customary fee for a given service.

% of Charges:  A discount off of 
charges.

PAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIES

Fee Schedule:  A payor established 
schedule of their payments to 
providers typically based on a CPT 
or ICD-9 code.

PAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIES

Per Diem:  A daily rate paid by the 
payor to the provider for all 
services provided to the patient.  
Typically used for hospital 
payments.



3

PAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIES

Case Rate:  A flat payment amount that 
covers all care provided to a patient for 
a given episode of care.  Typically used 
for physician payments for surgicalfor physician payments for surgical 
procedures or deliveries and for 
hospital payments.  A DRG (Diagnosis 
Related Group) payment is a Case Rate.

PAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIES

Bundled Payment:  The combining of 
physician and hospital payments for a 
given procedure or diagnosis into one 
overall payment Typically offered to theoverall payment.  Typically offered to the 
hospital to administer the distribution of 
payments between physicians involved 
in the patient’s care and the hospital 
itself.

PAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIESPAYMENT METHODOLOGIES

Capitation:  The payment of an 
overall fee to the provider for the 
provisions of all (or a subset of) 
healthcare services to a given 
person for a given period of time.
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HEALTH REFORMHEALTH REFORMHEALTH REFORMHEALTH REFORM

Three  key areas:

 Increased Access

Cost Reduction

Quality Improvement

HEALTH REFORMHEALTH REFORMHEALTH REFORMHEALTH REFORM
 Increased Access:

Coverage of Preventative Services Mandated –
2010

 Increased Medicaid Payments to PCP – 2013

 Individual Mandate/Employee Fines – 2014

Medicaid Expansion to 133% Poverty Level –
2014

State Insurance Exchanges - 2014

HEALTH REFORMHEALTH REFORMHEALTH REFORMHEALTH REFORM

 Increased Access:

CBG predicts on January 1, 2014:

10 Milli N M di id E ll10 Million New Medicaid Enrollees

8 Million Newly Insured Through 
Insurance Exchanges
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HEALTH REFORMHEALTH REFORMHEALTH REFORMHEALTH REFORM

 Cost Reductions:

Hospital Payment Cuts (.25) -
2010

RAC Audits - 2011

Bundled Payments/Capitation 
Pilot Projects – 2011

Hospitals Fined for High 
Readmission Rates - 2013

HEALTH REFORMHEALTH REFORM

 Quality Improvements:

Hospital Payments Linked 
to Quality Data - 2013

WHAT CAN I DO?WHAT CAN I DO?WHAT CAN I DO?WHAT CAN I DO?

Physicians Will:

 Feel Overwhelmed

 Many Will Join or Form 
Large Physician Groups 
or Seek Employment 
From Hospitals

WHAT CAN I DO?WHAT CAN I DO?WHAT CAN I DO?WHAT CAN I DO?
However:
 Demand for Physicians, Especially 

PCPs, Will Be Unprecedented

This will create the opportunity for 
physicians to play a larger role in p y p y g
coordinating their patient’s care.

 Explore physician extender 
options

 Learn as much as you can on 
health reform – not the politics 
– the reality!


