
Preferred-Provider Organizations-PPO
A preferred provider organization (PPO) is another form of managed health care available in the United States. A PPO is a subscription-based medical care arrangement which allows for substantial discounts to the participants using the “network”.

You can choose from a group of “preferred” providers who've contracted with your insurer to offer services at a discount rate. There is more flexibility than with an HMO when it comes to seeing doctors outside the plan.

In the 1970s, preferred-provider organizations (PPOs) began changing the rules of fee-for-service care. PPOs steer employees to cooperating doctors and hospitals that have agreed to a predetermined rate of fees that plan for keeping costs down. A PPO is similar to an HMO, but you pay for care when it is received rather than in advance.

If you have PPO coverage, you agree to use providers that your insurer and employer have contracted with at discount rates. Some plans require you to select a primary care physician, who can refer you to specialists. Others let you choose any doctor you want, including specialists. 

If you receive your care from a doctor in the preferred network you will only be responsible for your annual deductable (a feature of some PPOs) and a copayment for your visit. If you get health services from a doctor or hospital that is not in the preferred network (known as going "out-of-network") you will pay a higher amount. You will need to pay the doctor directly and file a claim with the PPO to get reimbursed. Even if your nonmember doctor accepts the PPO rate, your plan may make you pay extra simply because he or she is not a member of the plan.

Other features of a PPO may include utilization review, where insurance company representatives review the records of treatments provided to members to verify they are appropriate for the condition being treated. This also helps to keep costs down by overseeing procedures and making sure that doctors charge for relative services.  Another near-universal feature is a pre-certification requirement, in which scheduled (non-emergency) hospital admissions, and in some instances outpatient surgery as well, must have prior approval of the insurer and often undergo "utilization review" in advance.
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