3 » THE PRINCIPLES OF MANAGED CARE

A working definition of “mmmaged care™ is “the processes and techniques utilized by an entity
that defivers, administers and/or assumes risk for heaith care services in order to control or
influence the access, quality, utilization, prices or outcomes of such services provided to a defined

population,”
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trends in heaith care.

The following Principles have been developed to provide guidelines for policy makers, employers
and pay«is, medical practitioners and other groups that set standards for health care. Although
directed to managed care, the Principles describe obligations shared among all health care
providers.

CESS T AL ARE SERVICES

1. Managed care organizations, whether they serve a broad based population or 2 specialty focus,
shall ensure timely access to quality health care and appropriate health care services.

2. Managed care organizations shall not discriminate in enrollment with regard to age, gender,
pre-existing medical conditions, health history or health status.

3. " Managed care organizations shall have expiicit criteria for accass to specialty care and for the
patient’s role in decisions regarding specialty services.

CONSUMER INFORMATION & CHOICE

. Managed care organizations have a respensibility to inform and educate consurners, This
applies both to the information needed to salect an appropriate health scheme and to the
knowledge required to make effective use of the health care services and options offered by a
heaith scheme.

2. Managed care organizations shall use marketing and public information materials that are
accurate and understandable.

3. Managed care organizations shall make available information for selecting a health scheme,
mcluding:
premiurn rates, out of pocket axpenses and other obligations of enrollees
access to and location of primary and specialty providers
financial incentives to participaring providers
coverage of out-of-scheme care including policies on using specialist medical
practiticners and facilities thar are not within the health scheme
any health care services that are sxcluded
any limitations on the use of heaith care services
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8 appeals and grievance policies when there is disagreement with decisions made by the
managed care organizations

h data on the quality of care provided e.g. consumer satisfaction, heaith status measures,
disenrollment rates

i. percentage of the premium thar is spent on provision of health care.

4. Managed care organizations shall make available to enrollees, information on:
current list of providers

availability access to specialty services

how to obtain referrals

financial incentives to providers

how to change providers:

ownership of the managed care organization

possible conflict of interest situations
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5. Managed care organizations shail ensure there is no limitation of discussions of clinical issues
between patient and provider for financial reasons.

6. Mamnaged care organizations shail provide enrollees opportunities to select and change primary
care providers.

7. Managed care organizations shall ensure patient confidentiality.

DISCLOSURE PROVISIONS

1. All managed care organizations shall stare clearly to enrollees and prospective enroilees, the
health care services that they will and will not cover, and the extent of that coverage. The
information disclosed should include the proportion of income devoted to administration,
utilization review / managemenr, financial arrangements or other restrictions that may limir the
health care services, referral or trearmenr options.

It is the responsibility of the patient and his'her managed care organization ro inform the
registered medical practitioner providing treatment, of any restrictions of coverage imposed
by the managed care organization.

3. Registered medical practinoners shail inform their patients of the medicaily appropriate
treatment options regardless of their cast or the extent of their coverage.
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4. There shall be no provisions that prohibit registered medical practitioners from discussing any
issue with patients or other health professionals that may have a bearing on the patients health,
including the consequences of payment decisions by a third party payer.

Managed care organizations that use criteria to determine the number, geographic distribution
and specialties of registered medical practitioners should make a public report, on a regular
basis, the impacr that the use of such criteria has on the access, quality, cost and choice of
health care services provided to their patients.
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Registered medical practtioners shall have the right to apply to any managed care
organization in which they desire to participate. Such applications shall be approved if they
meet professionally approved crieria bused on professional qualifications, comperence and
quality of care and which are availabie to both applicants and enroliees,

Managed care organizations shall disclose to registered medical practitioners applying to them
the selection criteria used to select, retain or exclude a registered medical practitioner from
contract or arangement with 2 managed care organization. These include criteria used to
determine the number, geographic disuibution and specialties needed.

Selective contracting decistions by meamaged care organizations shall be based on an evaluation
of multipie criteria related to professional competency, quality of care and appropriateness by
which the health care services are provided. In general, no singlexcriterion should provide the
basis for selecting, retaining or axcloding a registered medical practitioner from a managed
care organization.

Managed care organizations that comract or have arrangement with selected providers shail
have an appeals mechanism by winich amy provider willing to abide by the terms of the
managed care organizarion’s contract or arrangement could chailenge a decision to deny the

provider’s application to participare.

All managed care contracts or arrang=ments shall expressly require the managed care
organization to provide due process protzctions, in order to prevent wrongful and arbirary
termination of contracts or arangements that leave the registered medical practiioner without

means of redress.

Prior to the iniiation of actons leading to termination or non-renewal of a registered medical
practitioner’s participation contract or arrangement for any reason, the registered medical
practitioner shall be given notce specifying the grounds for termination or non-renewal, a
defined process for appeal. and an opportunity to initiate and complere remedial activities
except where the Malavsian Medicai Council suspends or deregisters the medical practitioner.

Registered medical practinoners should sesk advice from medical defence organization(s) or
their lawyers prior to agreeing to amy conmact or arrangement with managed care
organizadons that conain disclosure provisions.

. All contracts or arrangements of managed care organizations shall comply with Malaysian

law.

FINANCIAL INCENTIVES TO PROVIDERS

The doctor’s duty to his/her patient shall not be altered by the health care system in which
(s)he practises or by the methods by which (s)he is compensated.

Registered medical practitioners should have the right to enter into whatever contrattual
armangements which they deem desirabie and necessary provided such arrangements are within
the legal and ethical framework of medical practice in our country.
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Registered medical practtioners should be aware of the potential for some types of
arrangements to create conflicts of imerest due to the use of financial incentives or

disincentives in the management of patient care.
Financial incentives should enhance the provision of high quality, cost-effective patient care.

Financial incentives should not resnlt in the demial of patient access to health care services or
the withholding of such services.

Any financial incentives that may mduce a limitation of the health care services available to
patients, as well as treatment or refesral options, shall be fully disclosed by managed care
organizations to enrollees and prospective enrollees

Registered medical practitioners shall disclose any financial incentives that may induce a
limitation of the diagnostic and therapeutic alternatives available to patients or which restrict
treatment or referral options. Registered medical practitioners may satisfy their disclosure
obligations by assuring that the managed care organization(s), with which they contract or
have arrangement with, have provided such disclosure to enroilees and prospective enrolless.

Financial incentives should not be based on the performance of registered medical
practitioners over short periods of time nor should they be based on individual medical

decisions over periods of time insufficient to tdentify patterns of care.

Registered medical practitioners should sesk advice from medical defentce organization(s) or
their lawyers prior to agresing to amy conact or arrangement with managed cars
organization(s) that contain financial incentives to assure that such incentives will not
inappropriately influence their clinicai judgement.

Registered medical practivoners agraeing [0 contracts or arrangements with managed care
organization(s) should seek the inclusion of provisions that allow an independent anoual audit
1o assure that the distribution of incentive payments is in keeping with the terms of the
conmract or arrangement.

Registered medical practiioners. other health care professionals and third party payers should,
through their payment policies, encourage the use of the most cost-effective care setting in
which patient care services can be provided safely without any detriment to quality.

UTILIZATION REVIEW / MANAGEMENT
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Utlization review / management refers to the process of evaluating / managing the necessity,
appropriateness and efficiency of the health care services provided. The information gathered
from both the patient and provider is reviewed / managed for appropriateness and to
determine whether it meets professionally established medical protocols and criteria. The
health care services are reviewed / managed through prospective, concurrent and retrospective

methods.

The medical protocols and review crireria used by managed care organizationss in any
utilization review or management programme shall be developed by registered medical
1
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practiioners.

The managed care organizations shail disclose to registered medical practitioners on request
the screening and review criteria, the weighting elements and the algorithms used in the review
!mmagema:rproeesmdd:epmmofﬂ:drdﬂclom

Any managed care orgamization that utilizes a prior authorization programme shall act within
twa working days on a request by anty patient or registered medical practitioner for prior
authorization and respond within one working day to any other questions regarding the
medical necessity of health care sexvices.

The enrollee shall be provided by the managed care organization with consent forms for the
release of medical information for utilization review / management purposes to be executed at
the time the health care services requiring prior authorization aré récommended by the
registercd medical practitioner.

Any decision by a utilization review / management programme to deny or reduce coverage for
health care services based on the question of medical necessity shall be made by a registered
medical practitioner of the same speciaity.

Any registered medical practtioner who makes recommendations or judgements about the
necessity, appropriateness. or site of provision of the health care services should be in active
practice in the same state as the registered medical practitioner proposing or providing the
reviewed health care service. Such rezistered medical practitioner shall be individually and
professionally responsible for his or her decisions.

The managed care organization shall be responsibie for certifying that its reviewers are
registered medical practinoners and have the required experience to carrv out the reviews.

The managed care organization shall provide the identity and credentials of the reviewing
medical practitioner to the medical practiioner whose heaith care services are being reviewed

for medical necessity.

The maraged care organization shail be prohibited from having compensation arrangements
for utilization review / management services that contain incentives for making adverse review
decisions.

Any managed carc organization that ‘mpiements utilization review / management programmes
shall establish an appeals process whersby patients, registered medical practitioners and other
health care providers may appeal agamst policies that restrict access to health care services
and decisions that denty coveraze for health care services.

The appeals process shall have the righr 1o and provide for the review of any denial of
coverage based on medical necessity by a registered medical practitioner of the same specialty
with appropriate expertise and experieacs.

. Any managed care organization that compiles information on the performance of registered

medical practitioners shall inform the registered medical practitioners involved a month prior
to any public release.
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Managed care organizations thar use any techniques of utilization review / management shall
be liable to legal action for any harm suffered by the patient resulting from the application of

such techniques.

Managed care organizations shail aiso be liable to legal action for any harm suffered by
enrollees resulting from failure to disclose coverage provisions prior to enrellment, financial
arrangements, review / management requirements, or any other restrictions that lirnit referral
for services, options for wweamment or which affect negatively the responsibility of the
registered medical practitioner to his or her patients.
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Quality assurance refers to a formal ser of activities designed © review and affect the quality
of services provided. These prograrmmes are critical to ensure standards and to maintain

public confidence.

Although quality assurance and umilizagon review / management are closely associated, there
are distinct differences which must be understood by patients, medical practitioners and
regulatory agencies, The focus of urnilization review / management is on the appropriate and
comtrolled utilization of medical resowrces whereas the focus of quality assurance is to ensure
that the quality of care delivered is high. If utilization management is too stringent the quality

of care may suffer.

Managed care organizarons thar have unlization review / management programmes shall have
comprehensive quality assurance programmes in order to prevent deterioration in quality.

The managed care organization shalt use professionally recognized standards of qualiry and
appropriateness which mest professicnally recognized certification or accreditarion standards.

The managed care organization shall ensure that its registered medical practitioners and other
health professionals providing heaith care services are competent and have the appropriate
training, ¢xperience and credenuailing,

The managed care organization shall provide professional autonomy for registered medical
practitioners and other licensed health care providers in decisions concerning coverage of
health care services, quality assurance and other clinical decisions.

The managed care organization shall collect, analyze and disseminate information regarding
patient care qutcomes, patient satisfacuen. outcomes of grievances and complaints.

The managed care organizations shall structure financial incentives for registered medical
practitioners and other health care providers to support appropriate and high quality care.

National standards of quality assurance shall be non-duplicative and shall provide latitude in
the specific methods and activides employed to meet the standards to reflect the differences in

the health pian organization.

There shall be provision for external review of the quality of care, which shall be conducted
by qualified health care professionals who are independent of the managed care organization
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and who are accountabie to the Minisoy of Health.

MEDICAL PRA ‘ROLE

All managed care organizations shall eusure that their health delivery policies are developed
and administered by registered medical practiconers.

The principles of self-govemance for registered medical practitioners that have contract or
arrangements with managed care orgamizations shall include but are not limited to:

a

b.

the development of registered medical practitioners’ by laws which cannot be altered by
the governing board of the managed care orgamization

election by registered medical practitioners of representatives to the governing board of
the managed care organization and other appropriate committess including quality
assurance, utilization review / management and credentialling committees

due process protection for registered medical practitioners credentialed by the managed
care organization

full indemnification by the managed care organization of registered medical practitioners
who, in good faith, serve as members of the credentialling, quality assurance, utilization -
review / management comumittess of the managed care organization.

Registered medical practidoners participanng in managed care health schemes must be able to
comment on and present their positons regarding the managed care organizations’ policies
and procedures without any threar of punidve action.

Certain professional decisions which are critical to high quality patient care shall always be
the ultimare responsibility of the registered medical practitioner practising in 2 managed health
scheme, whether in primary care or another speciaity, cither unilaterally or in consultation
with the managed care health scheme. They inciude but are not limited to;
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whar diagnostic tests are appropriare

when referrai(s) to other registered medical practitioners is/are indicated

when non-emergency hospitalizenion s indicated

when hospitalizanon from the emergency deparmment is indicated

choice of service sites for specific health care services (office, out-patient department.
home care etc) ,

hospital length of stay

frequency and duration of office or out-patent visits or care

use of out-of-formulary medicaticn(s)

when and what surgical procedure is indicated

when termination of extranrdinary or hervic care is indicated

recommendations to patiears for other weatment options including non-covered care
scheduling the on-call coverage of doctors

termination of the patent-doctor reladonship

whether to work with. and what responsibilities should be delegated to, ancther medicat
practitioner or other health professional
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GOVERNANCE OF MANAGED CARE ORGANIZATIONS

1L

The governance and advisory structures of managed care organizations shall represent the
comonmity’s interests. The participation by members of the commumity offers a mechanism
for understanding and achieving the goals contaimed in these Principles. The involvement of

the commumity can iaclude board membership, advisory committees, community fonmms and
other vehicles for gathering information from the community.

The governance of managed care organizarions shail be clearly identifiable and accountable to
the regulatory agencies and the commmity.

The govemance of managed care organtzation shall provide a mechanism for involvement by
employers and other purchasers, medical practitioners, other health professionals, and
mstitutional health care providers.

The managed care organization shall publish a mission statement identifying the population
served and the organization’s commiment to respond 1o the heaith care needs in the
commaunity and to the enrclled population.

FINANCIAL RESPONSIBAITY OF MANAGED CARF ORGANIZATION
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The need to conserve resources and make a profit must be balanced against the obligation to
meet the health care needs of enrolless. By adopting appropriate financial standards and by
committing adequate resources to implement these Principles, the managed care organizations
can help ensure that the baiance is achieved.

The managed care organization shall meer appropriate Governmental requirements related to
capitalization. financial solvency, surplus, reserves, deposits and fiscal soundness.

The managed care organization shall comply with applicable prohibitions against private
benefit, conflict of interest, self referral. abuse. and excessive compensaton.

The managed care organization shail reinvest in services and management activities, including
quality assurance and information services. which are designed to itnprove organizational
effectiveness.

The managed care organizarion shall budget adequate resources to carry out the Principles
described above relating to access, consumer choice, quality and governance.
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