Glossary of Key Terms 
Case Management: The process of coordinating a person’s healthcare needs using health professionals as part of an on going plan of care.

Closed formulary: A list of medications from which a provider can prescribe.  Medications not on the formulary will not be reimbursed.  Patients may only access medications that are included in the formulary.

Co-pay: A cost-sharing arrangement in which a consumer pays a specified charge for a specific service.  The consumer is usually responsible for the payment at the time of the service.

Disease Management: The Centers for Medicare and Medicaid Services (CMS) defines disease management as a set of interventions designed to improve the health of individuals by working directly with them and their physicians on their treatment plans regarding diet, adherence to medication schedules and other self-management techniques.

Drug utilization review (DUR): A formal program for assessing medication prescription and use patterns. DUR boards and panels typically examine patterns of medication misuse, monitor current therapies, and intervene when prescribing or utilization patterns fall outside of pre-current therapies, and intervene when prescribing or utilization patterns fall outside of pre-established standards.

Drug Utilization Review Board: An entity charged with overseeing the development and maintenance of the preferred drug list and prior authorization process.

Fail-first requirements: Fail-first requirements are used when there are multiple drugs available for treatment of a specific condition.  Fail first requires use and failure of one drug, typically the oldest, least costly drug, before a newer, more costly drug will be covered.

Formulary: This term is used interchangeably with “preferred drug list” or PDL.  It is a listing of medications that consumers may readily access through their health plans.

Managed care: A term used to describe a set of tools that are designed to control healthcare costs primarily by sharing patient costs across large groups of individuals.

Managed care organization (MCO): An entity that is contracted to coordinate healthcare service delivery in a cost-effective manner.  MCO’s are often paid a set fee to care for populations of individuals over a set period of time.

Medicaid: A nationwide health insurance program, adopted in 1965, for eligible disabled and low-income persons.  It is financed and administrated jointly by the federal Centers for Medicare and Medicaid (CMS) and state Medicaid agencies.  The program’s cost, paid for by general tax revenue, are shared by the Federal and state governments.

Open formulary: A list of medications from which a provider can prescribe.

Out-of-pocket expenses: Costs paid for by consumers that are not covered by a health care plan.

Pharmacy benefits manager (PBM): An entity that is responsible for managing prescription benefits. 

Preferred drug list: This term is used interchangeably with “formulary”.

Prior authorization: A cost-control procedure in which a payer requires a services to be approved for coverage in advance of delivery.

Quality assurance: A formal methodology designed to assess the quality of services provided.

Therapeutic class substitution: The dispensing of a different chemical entity of a drug that is within the same drug class and that is listed on a pharmacy benefit management plan’s formulary.  

Utilization: The extent to which beneficiaries within a covered group use a program or obtain a particular service, or category of procedures, during a given period of time.  It is usually expressed as the number of services used per year or per 1,000 persons covered.

Utilization management: The process of evaluating the medical necessity, appropriateness, and efficiency of healthcare services against established guidelines and criteria.

Utilization review (UR): A formal review of healthcare services for appropriateness and medical necessity.  UR may be conducted on a prospective, concurrent, or retrospective basis.            

