Best Practice in Managed Health Adva N Ce Health
Care: Standardizing Definitions TOGETHER
and Denominator Calculations

Why Standardization Matters

INn Managed health care, financial and quality reporting relies heavily on accurate cost and
membership metrics. When different teams or systems use inconsistent definitions or

denominator calculations, results can be misleading and decisions misinformed.

Example:

If one team calculates “per member per month (PMPM)” using only enrolled members, but
another includes all eligible members, the cost results will differ—even if the actual spending is

the same.

Key Principles

1. Standardize Definitions

« Create clear, written definitions for cost categories (e.g., inpatient, pharmacy, behavioral
health).

« Apply consistent rules for inclusions/exclusions (e.g., denied claims, adjustments).

 Ensure definitions are approved by finance, actuarial, and compliance teams.

2. Aligh Denominators

* Define membership consistently across all metrics.
 Decide whether denominators include eligible members, enrolled members, or active

utilizers.
 Ensure timeframes (monthly, quarterly, annual) are applied uniformly.
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3. Governance and Oversight

 Maintain a data dictionary or glossary for all financial and membership terms.
« Require audit checks to confirm definitions and denominators are applied consistently.

* Provide training so analysts, managers, and leaders interpret metrics the same way.

Summary: Benefits of Consistency

1. Ensures apples-to-apples comparisons across departments and timeframes.
2. Reduces disputes between finance, clinical, and operations teams.

3. Improves confidence in reported MLR, PMPM, and utilization metrics.

4. Supports regulatory compliance and transparent reporting to stakeholders.
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