
Health Maintenance Organization (HMO)
Health maintenance organizations (HMOs) are managed care plans that provide health care services to their members through networks of doctors, hospitals, and other health care providers. HMOs are popular alternatives to traditional health care plans because they cover a wide variety of services, usually at a lower cost. 

The Health Maintenance Organization Act of 1973 required employers with 25 or more employees to offer federally certified HMO options if the employer offers traditional healthcare options.  Unlike traditional indemnity insurance, an HMO covers only care rendered by those doctors and other professionals who have agreed to treat patients in accordance with the HMO's guidelines and restrictions in exchange for a steady stream of customers.

HMOs use networks of doctors, hospitals, clinics, and other health care providers that together provide comprehensive health services to the HMO’s members. An HMO usually requires members to seek routine care from providers in its network. Most require members to select a primary care physician (PCP) who determines and gives a referral to members to see specialists, except in the case of an emergency. The HMO has guidelines that the PCP must follow and is monitored by the HMO. HMOs usually provide preventative care for lower copayments or for free to help control costs from catastrophic illnesses. This intent to control members’ health is the origin of the name.

Types of HMOs:

1. Staff Model: physicians are employed by the HMO, also called closed-panel. Physicians in this capacity can ONLY see HMO members.

2. Group Model: physicians not employed by HMO, but by practice under contract with HMO (Kaiser Permanente)

3. Individual Practice Association: doctors earn a fee based on services rendered or a monthly fee per HMO patient, regardless of whether the patient is seen. This does away with bills and forms.
4. Open-ended HMO: a hybrid of the above types. Fee for service coverage to members that extends to physicians outside of the plan. Prepaid care can be given to physicians in network.

If you travel often, an HMO may not be right for you because of the requirement to use network providers for most of your care. Dependents who are students living outside the service area to attend school will also have to travel to the service area to receive routine care. There is an exception if a covered student receives emergency care outside the service area.

Drug Formularies-Many HMOs use drug formularies as another way to control costs. Formularies are lists of medications that HMOs authorize providers in their networks to prescribe. Formularies are not regulated.  Each HMO may decide which drugs to include on its formulary.  If an HMO doesn’t cover a specific drug, network providers may prescribe a similar drug that is on the formulary. 

Most HMOs must cover any prescription drug – whether or not it is on the formulary – that your doctor prescribes for a chronic, disabling, or life-threatening illness, as long as

· the illness is covered by the plan 

· the HMO offers at least some form of prescription drug coverage 

· the drug is approved by the U.S. Food and Drug Administration and recognized in a prescription drug reference book 

· the drug has been approved in peer-reviewed literature for treatment of the patient’s illness. 

What You Will Pay

· Premiums. Premiums are the amounts you pay up front for coverage. If you belong to an HMO through an employer-sponsored health plan, your premiums will probably be deducted from your paycheck each month. Some employers may pay all or some of your premium costs for you. 

· Copayments. Copayments are the amounts you pay to receive covered medical services.  For instance, you will typically pay a copayment each time you go to the doctor or fill a prescription. Copayments may vary by service and are usually more expensive for emergency or specialized care. 

· Deductibles. A deductible is the amount you must pay out of pocket before the HMO will pay. HMOs generally don’t have deductibles. However, a state-mandated HMO plan may require you to meet a deductible for services performed outside its network or service area. 

Some plans may cap your out-of-pocket expenses.  If the amount you must pay on your own exceeds a specified amount within a certain time period, you no longer have to pay copayments or coinsurance for the remainder of that period. 

What the HMO Will Pay

HMOs pay the cost for covered services in excess of the copayment. For example, if your HMO requires a $20 copayment for a doctor visit and the doctor’s contracted rate is $80, you would pay the $20 copayment, and the HMO would pay the remaining $60.

Physicians and providers in an HMO’s network may only bill you for deductibles or copayments that you owe for covered services.  They may not bill you for covered services that the HMO fails to pay or only partially pays.

HMOs usually don’t cover health care services you receive outside the network.  You will likely have to pay the full cost of out-of-network care, except in the following situations:

· You have a medical emergency and seek treatment in an emergency facility. Make sure you understand how your HMO defines a medical emergency and whether there are any special procedures you must follow.  For instance, you may be required to notify your HMO within a certain amount of time if you received emergency care outside your network or service area. 

· You need a covered service that is medically necessary and is not available from providers within your HMO’s network. 

· You have a point-of-service option. This is a special provision in your policy that allows you to go to non-network providers if you’re willing to pay a greater share of the cost. 

HMO members usually do not have to file claims or wait for reimbursements, but there may be times when you have to pay for services when you receive them. For example, you may have to pay for emergency care up front if an out-of-network provider requires payment. You would then need to submit a claim to your HMO for reimbursement. 

Legal responsibilities

HMOs often have a negative public image due to their restrictive appearance. HMOs have been the target of lawsuits claiming that the restrictions of the HMO prevented necessary care. Whether an HMO can be held responsible for a physician's negligence partially depends on the HMO's screening process.
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