
Despite encouragement from
the U.S. Supreme Court’s
Olmstead decision and the

increasing restlessness of advocates for
the disabled, there still is very little of
the interagency collaboration and
policy development that is needed to
bring about the level of supportive
housing required to serve multiple
populations, a new study says. 

On June 22, 1999, the Supreme
Court held in Olmstead v. L.C. that
the unnecessary segregation of indi-
viduals with disabilities in institutions
may constitute discrimination based
on disability, according to the Bazelon
Center for Mental Health Law in
Washington, DC. The court ruled

that the Americans with Disabilities
Act may require states to provide
community-based services rather than
institutional placements for individu-
als with disabilities.

As a result of the Olmstead deci-
sion, thousands of people who now
live in restrictive settings such as
public institutions and nursing
homes must be offered housing and
community-based supports that are
consistent with the Americans with
Disabilities Act’s integration
requirements. 

But most states aren’t prepared to
take bold steps in this direction,

With analysts predicting that
annual increases in
Medicaid prescription

drug costs will continue in double-
digits for the foreseeable future, states
are increasingly looking for creative
and innovative ways to hold down
the level of increase.

Although some state actions look
promising, Brian Bruen, a research
associate with the Urban Institute in
Washington, DC, tells State Health
Watch it is not likely that significant
improvements can be made without
federal help, which is not expected to
be forthcoming.

Mr. Bruen, who wrote a report on

the Medicaid prescription drug prob-
lem for the Kaiser Commission on
Medicaid and the Uninsured, says that
increased spending for prescribed
drugs is a major reason that Medicaid
spending growth accelerated in the late
1990s and is expected to remain at or
near double-digit rates in the future. 

“Medicaid expenditures for outpa-
tient prescribed drugs grew more
than twice as fast as total Medicaid
spending from federal fiscal years
1997 to 2000, accounting for 16% of
total expenditure growth over that
period,” he says. (See chart, p. 2.)
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Medicaid paid for approximately
14% of all prescriptions written in
the United States in 2000. Although
states are not required to include pre-
scription drugs in their Medicaid
benefit package, every state currently
covers drugs for all categorically eligi-
ble enrollees and most offer at least
some coverage for medically needy
enrollees. “Drugs have become a vital
part of our health care system,” Mr.
Bruen says. “There’s a recognition
that using drugs is the new way that
medicine is being practiced.”

Mr. Bruen estimates that total
spending for outpatient prescribed
drugs under Medicaid — both fee-
for-service drugs and drugs provided
through Medicaid managed care —
was $21 billion in 2000. (See graph,
p. 3.) That amount is roughly 10% of
total Medicaid expenditures for the
year. Medicaid expenditures for fee-
for-service prescription drugs
increased by an average of 18.1% per
year from 1997 to 2000, compared to
a 7.7% increase for total Medicaid
expenditures. 

The Centers for Medicare &
Medicaid Services data indicate that
spending for fee-for-service outpatient
prescribed drugs increased by 90% or
more in Nevada, New York, North
Carolina, Oregon, South Carolina,
Vermont, and Washington from 1997
to 2000. And no state was able to
avoid the upward pressure exerted by
rising drug and utilization costs in that
period. Even when estimates of drug
spending by Medicaid managed care
plans are included in the calculations
of total prescription drug spending,
only two or three states had less than
50% growth in prescription drug
spending from 1997 to 2000.

Mr. Bruen notes that state Medicaid
programs have considerable flexibility
in decisions to cover outpatient drugs.

Once the decision is made, however,
states have less control over which
drugs they will cover. While they can
exclude a few limited classes of drugs
such as barbiturates, federal law essen-
tially requires that if states are going to
have prescription drug coverage, they
cover all Food and Drug Administra-
tion- (FDA) approved drugs made by
manufacturers with federal rebate
agreements.

Still, states have some tools at their
disposal to try to influence prescrib-
ing patterns and use of covered drugs:

1. require prior authorization before
a particular drug can be dispensed; 

2. require generic or lowest-cost
substitutes; 

3. can require doctors to prove that
an older therapy is ineffective before
using newer drugs; 

4. limit the number of prescrip-
tions beneficiaries can have covered,
the number of refills in a specified
time frame, or the amount of medica-
tion allowed in each prescription. 

All states have to have drug utiliza-
tion review programs to ensure that

all drugs paid for by Medicaid are
appropriate, medically necessary, and
not likely to result in adverse health
outcomes.

States can create formularies that
limit coverage of a drug if a specially
composed committee or board deter-
mines that it does not have a signifi-
cant, clinically meaningful therapeutic
advantage over alternative drugs
included in the formulary for treat-
ment of a certain disease or condition.
And they have control over how
much they will pay for covered drugs.

Mr. Bruen says that state efforts to
control drug costs fall into three
major categories: 

• actions intended to influence uti-
lization and prescribing patterns; 

• use of formularies to influence
utilization and/or pressure manufac-
turers for price concessions; 

• efforts to reduce pharmacy pay-
ment levels. 

There’s no clear evidence, he says,
that any one of these techniques pro-
duces superior results over the others.

In the first category, Maine has

Prescription drugs
Continued from page 1

Source: Kaiser Commission on Medicaid and the Uninsured, Washington, DC.

Average Annual Growth of Medicaid
Expenditures for Selected Services, 1997-2000
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increased the number of drugs need-
ing prior approval and mandates that
certain drugs be prescribed in greater
strengths, meaning there are fewer
doses. The state also permits coverage
for some over-the-counter drugs as
alternatives to prescription products
and has a 34-day supply limit for
some brand name drugs (90 days for
generics). A federal judge has upheld
Maine’s restrictions against challenges
from drug companies

Massachusetts requires Medicaid
beneficiaries to receive generic medica-
tions in all cases except when physi-
cians demonstrate that a name brand
drug is medically necessary and they
get prior approval from state officials.

Florida, Georgia, Michigan, and
Oregon are in the process of creating
or implementing new drug formula-
ries. (See related article, p. 4.)
Officials in these states say they see
the potential for greater price conces-
sions from manufacturers, and they
want to exert leverage on them
through prior authorization controls.
Mr. Bruen says that while the federal
government might be able to obtain
better rebates by exercising the total
Medicaid program’s negotiating
strength, the absence of such federal
action is leading states to take matters
into their own hands.

A third cost-containment strategy
that states are trying is to change the
Medicaid payment formula for pre-
scribed drugs. Illinois, for instance,
reduced its payment from average
wholesale price (AWP) minus 10% to
AWP minus 11% for brand-name
drugs and from AWP minus 12% to
AWP minus 20% for generics. The
state increased dispensing fees at the
same time by 55 cents for brand-
name drugs and $1.35 for generics.
Wisconsin has gone from AWP
minus 10% to AWP minus 11.25%,
although not as great a cut as the
AWP minus 15% originally sought.

Commenting to State Health
Watch on the three approaches, Mr.

Bruen says there appears to be some
promise of cost control in the use of
formularies, but it’s too early to tell.
With regard to influencing prescrib-
ing patterns, state officials have to
continually ask whether there is a
point at which such efforts defeat
their purpose since there have been
cases in which states actually have
paid more for generics than for
brand-name drugs because of the way
the rebates work, he says.

The easiest approach to get
approved, but the one that has the
least opportunity to save money, is
cutting reimbursement, Mr. Bruen
says. There are some questions
whether the multistate purchasing co-
ops being tried by some states as a
way to gain greater price negotiating
strength are actually legal under
Medicaid.

Although there is a provision in
the Department of Health and
Human Services budget request for a
change in the federal rebate formula
that would result in higher rebates,

according to Mr. Bruen, it will draw
massive congressional opposition
from drug companies if it ever looks
as though it might be implemented.
“[But] I believe we would get savings
if such a change were enacted,” he
says. “I don’t expect to see much
national impact from tinkering
around the edges. And a lot of states
won’t have the political power to fol-
low the lead of Florida and Michigan
in their formulary changes.”

Meanwhile, the Blue Cross and
Blue Shield Association’s State of the
States report says that legislatures have
approved a variety of programs to
improve access to prescription drugs
for targeted populations. New Jersey
expanded its pharmacy assistance pro-
gram for low-income residents to
include moderate-income aged and
disabled persons who purchase phar-
maceuticals. And an Arizona pilot
program for low-income senior citi-
zens and the disabled will cover 50%
of the cost of prescription drugs for
eligible participants. Maine will use a

Source: Kaiser Commission on Medicaid and the Uninsured, Washington, DC.

Medicaid Expenditures for Prescribed Drugs,
Fee-For-Service Only, 1990-2000



4 State Health Watch April 2002

federal Medicaid waiver to provide
subsidies to purchase drugs for unin-
sured residents with incomes up to
300% of the federal poverty level.
Maryland and Wisconsin have similar
waivers to allow Medicare beneficiaries
who lack prescription drug coverage to
purchase drugs at the Medicaid price.

On another front, a national coali-
tion of governors, employers, and
labor leaders organized as the Business
for Affordable Medicine (BAM) coali-
tion in Washington, DC, has called
on Congress to change the federal law
that governs pharmaceutical competi-
tion, claiming that state Medicaid
agencies could save $600 million if
changes were made.

In calling for changes to the
Hatch-Waxman Act, Howard Dean,
MD, governor of Vermont, says the
law “makes it too easy for drug manu-
facturers to delay competition at the
expense of purchasers across the
country.” Congress’ intent in adopt-
ing Hatch-Waxman was to encourage
drug research and improve consumer
access to affordable medicines by giv-
ing drug companies up to 20 years to
obtain FDA approval and sell a drug
without competition. Today many
stakeholder groups contend that com-
panies take advantage of the law’s pro-
visions to stifle competition after drug
patents expire.

The governors of Alabama, Hawaii,
Louisiana, Missouri, New Hampshire,
Washington, and West Virginia take
part in BAM with Mr. Dean. They say
governors need to be involved in the
effort because the solvency of many
state Medicaid agencies is in doubt.
“With many states beginning to utilize
preferred drug lists, which encourage
the use of less-expensive drugs, it is
essential that generics are available in
the marketplace as soon as brand
patents expire,” they said in a briefing
paper. 

[Contact Bruen at (202) 261-5819
and Business for Affordable Medicine
at (202) 966-0440.]  ■

Acontroversial Florida formu-
lary law allows the state
Medicaid agency to negotiate

supplemental rebates from manufac-
turers who want their products to be
included on the approved list. The
agency can accept disease manage-
ment or other services instead of cash
rebates, and both Pfizer and Bristol-
Myers Squibb have agreed to sponsor
such programs.

Drugs from manufacturers with
federal rebate agreements who do not
agree to Florida’s terms still will be
covered under Medicaid there, as
required by federal law, but they will
be subject to prior authorization.

State officials interviewed by staff
from Health Strategies Consultancy
for a Kaiser Commission on
Medicaid and the Uninsured case
study say there were two key factors
in the state’s ability to pass a preferred
drug list last year:
1. a growing Medicaid budget deficit

that forced officials to focus on
initiatives that could provide
immediate cost savings;

2. a history of experimentation with
initiatives intended to generate
prescription drug cost savings,
including disease management
and a four-brand limit.

The case study says that in
Florida, beneficiaries began to per-
ceive that preferred drug lists and
other programs that restrict access to
medications are becoming unavoid-
able or the “lesser of evils” when
compared to other cost-saving tech-
niques such as eligibility reductions
and benefit take-backs. 

Companies take legal action
Pharmaceutical Research and

Manufacturers of America (PhRMA),
the trade group for the major drug
companies, filed suit against the

Florida plan, claiming that it violated
federal Medicaid law. A federal magis-
trate denied the group’s request for a
preliminary injunction, and a federal
judge later allowed the state law to
stand. There are reports that PhRMA
will appeal that ruling.

Michigan took the Florida
approach one step further in a new
formulary adopted in November
2001. There, the preferred drug list is
used in all state-funded prescription
programs, including Medicaid. 

A state-appointed panel will select
a few drugs from each of 40 thera-
peutic categories as “best in class”
(based on clinical effectiveness, safety,
outcomes, and cost), and those drugs
will go on the preferred list. Any drug
not on the list will be subject to prior
authorization. Manufacturers of
drugs not on the preferred list must
offer rebates in addition to the federal
rebates to reduce their price to the
lowest “best-in-class” price to avoid
prior authorization requirements. 

Brian Bruen, a research associate
with the Urban Institute in
Washington, DC, says that several
major drug companies told state offi-
cials they would not offer any price
concessions, even if it means losing
market share to competitors willing
to cut prices. PhRMA also filed suit
against this proposal, and a prelimi-
nary injunction initially was granted
and then lifted.

Advocates fear effect on patients
Kaiser’s case study on Florida says

the design and execution of the pro-
gram raised concerns among many
beneficiary advocates, and the need
has been expressed for an evaluation
of the impact of the new program on
beneficiary health. 

Florida’s earlier attempts at phar-
macy cost control apparently were

Florida formulary allows drug 
company services instead of rebates 



crucial in terms of the legislative lob-
bying that led to the new program. 

Kaiser says that while increased
budget pressures on states may expe-
dite passage of initiatives to achieve
cost savings, states that lack experi-
ence comparable to Florida’s may be
challenged to design and implement
a preferred drug list in one or two
years. 

Easing the process
But if the Florida program survives

the court challenges and succeeds in
significant cost savings without harm-
ing beneficiaries, it could ease the
political process in other states.

The case study identifies a shift in
political interests in response to the
new budget environment that may
come to be seen in other states.
“Traditionally, beneficiary advocates
and the pharmaceutical industry have
presented a strong, unified lobbying
force against preferred drug lists and
other initiatives that restrict benefi-
ciary access to medications,” the
report says. 

“In Florida, however, possibly
foreshadowing activity in other
states, HIV/AIDS and mental health
groups felt forced to pursue their
own exemption-forced agendas,
which were separate from the
broader beneficiary community.
Similarly, by the end of the [legisla-
tive] session, the pharmaceutical bloc
broke ranks as companies began to
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promote their individual interests,”
the report adds.

Still to be assessed is the impact
of relatively little communication
with beneficiaries during implemen-
tation of the new formulary. Kaiser
says the absence of a strong commu-
nication channel with beneficiaries
“presents a greater chance that the
state will fail to gain an understand-
ing of the experiences of the most
vulnerable beneficiaries who tend to
populate the state’s Medicaid fee-
for-service program — individuals
with chronic diseases taking multi-
ple medications.”

Dependent on patient advocates
Also, the system relies on physi-

cians and pharmacists to be patient
advocates. 

If a patient needs a fifth or higher
brand-name prescription drug or a
medication not on the preferred list,
the system expects the pharmacist to
notify the physician about the prior
authorization requirement or the
physician to initiate a prior autho-
rization request. Patients also rely on
physicians to present clinical evi-
dence of a need to extend a prior
authorization.

The Kaiser analysts say that while
it will be challenging to conduct a
comprehensive clinical evaluation of
the impact of the new preferred drug
list on beneficiary health, there are
smaller steps that could be taken to

gain some insight into how beneficia-
ries are affected by the program. 

“An analysis of prior authorization
requests and appeals claims to the
agency could provide an understand-
ing of the populations and/or disease
states most affected by the policies,”
they say. 

More efficient tracking
“Hospitalizations, lengths of stay,

[emergency department] visits, and
office visits for those patients who
have made prior authorization
requests or appeals, or whose drug
regimens have been altered in the
process, could also be tracked, which
would be more effective than the cur-
rent aggregate tracking process,” the
analysts explain. 

“The agency could also perform
in-depth investigations of any deaths
that occurred within a year of a
patient’s request or appeal to deter-
mine if access to medications were a
contributing factor in any way.”

Kaiser also suggests satisfaction sur-
veys of physicians and pharmacists,
and asking providers to document
problems that arise, as well as solicit-
ing ongoing feedback from beneficia-
ries through surveys and face-to-face
meetings. Finally, it’s recommended
that the state integrate and involve
pre-existing quality assurance com-
mittees to evaluate patients’ and
physicians’ experiences with the new
programs.  ■
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especially since such steps will
require diverse agencies to work
together on planning and funding,
including finding the very large
amounts of money needed despite a
down economy.

The lack of effort is documented
in a report, Olmstead and Supportive
Housing: A Vision for the Future,
issued by the Center for Health Care
Strategies and echoed by advocates for
the mentally and physically disabled.

Shift in approach
One of the challenges, according to

Ann O’Hara of the Technical Assist-
ance Collaborative in Boston, the
group hired by the Center for Health
Care Strategies to research and write
its report, is to move public policy
from thinking in terms of an older
“continuum” model of housing to
thinking of mainstream housing with
supports as needed. 

“The old housing model fit with a
theory of disability that intended to
move people through a progression of
treatment to the point that they
would no longer be disabled and need
help,” Ms. O’Hara tells State Health
Watch. “But in the last 20 years we’ve
come to realize that many people
with disabilities always will have their
disabilities and it’s best to offer them
help and support. Why should we
shove people through different hous-
ing situations predicated on their get-
ting better? It’s better if we help them
live in normal housing with the level
of support they need.”

The unbundling of housing from
supports creates a new imperative for
coordination, Ms. O’Hara says, and
it’s important that the need for coor-
dination not result in people being
unable to get service. “Without
bundling, the service system is under
less of an obligation. The service sys-
tem needs to do the right thing when

people are in normal housing. We
have to stay in touch and respond as
needed.”

The push for supportive housing,
she says, is a disability rights issue that
flows out of the desire of people who
have disabilities to live in their own
homes. It goes along with the move
toward educational mainstreaming,
treating those with mental illness
episodically rather than confining
them to institutions, and providing
community living arrangements for
the physically disabled rather than
placing them in nursing homes.

A few states, such as Connecticut,
Maryland, Ohio, and Oregon, began
working on supportive housing even
before the Olmstead decision. The
key, according to Ms. O’Hara, was
leadership at the top of the human
services system that made a commit-
ment to do housing differently and
was determined to find a way to
make it work.

“They generally began by accept-
ing that social service agencies had to
put some housing money on the table
as an incentive for the housing agen-
cies to respond,” she says. “When you
unbundle housing and supports you
have to figure out where the housing
money will come from. Ohio, for
example, started a capital fund for
housing development for people with
disabilities. They use it in combina-
tion with traditional affordable hous-
ing programs.” 

The capital funding comes from
county mental health and mental
retardation systems that have access to
state agency capital funding for hous-
ing, “bridge subsidies,” and county
funded services to leverage permanent
rental assistance resources from the
Department of Housing and Urban
Development (HUD).

Making money available from
social service agencies is an important
way to get the attention of the hous-
ing system, Ms. O’Hara says. Those
working on supportive housing need

to be prepared to hear that the hous-
ing system already is overburdened
with need and already doesn’t have
enough resources to serve all those
who qualify. The problem, of course,
in a time with budget shortfalls and
increased demands for funds for
homeland security and health care, is
that many state social service agencies
don’t have funds available to put up as
bait to get their state housing agency’s
attention.

Kathleen McGinley, deputy direc-
tor for public policy for the National
Association of Protection & Advocacy
Systems in Washington, DC, tells
State Health Watch that the need for
additional housing is becoming more
acute as housing prices go up and
people with disabilities don’t have the
income they need to compete in the
housing market.

If the problem is to be solved, she
says, HUD must recognize that peo-
ple with disabilities are their cus-
tomers. “HUD has never focused on
people with disabilities. Until they
start to think of this constituency
with a broad view, the message won’t
be passed to states and communities
that they need to be active in develop-
ing adequate housing.”

Use plan to make changes
One path to action, according to

Ms. McGinley, can be the “consoli-
dated plan” that is required to obtain
some HUD funding. Communities
are supposed to file the plans and
people with housing needs, including
the disabled, are to be involved in
plan development. But too often
those with disabilities have been left
out because planners believe that all
they need are group homes. “HUD
requires that people with disabilities
be included, but it doesn’t enforce
that requirement,” Ms. McGinley
says. “The disability community has
spent years learning the disability sys-
tem. Now we need to learn a generic
system so we can get our fair share

Supportive housing
Continued from page 1
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from a variety of programs.”
Despite the economic slowdown,

the Bush administration has indicated
an interest in addressing the problem
and there is some congressional sup-
port as well. 

Ms. McGinley says that for the
first time, an administration is talking
about putting some money into a
HUD voucher program for people
with disabilities that is on the books
but never got funded under the

Clinton administration. 
She says she is putting her faith in

that kind of effort from HUD
because she says she can’t conceive of
a time when agencies actually will
work together cooperatively on an
integrated funding stream.

While the dollars being sought by
the Bush team may not be sufficient,
she says, it’s a step in the right direc-
tion. “The overall HUD budget
request seems very reasonable,

although there are some holes in it. I
think the administration’s voucher
request will be funded, and there may
be some congressional interest in
increasing the level of funding.
Whether we can get a major change
in the next three to five years will
depend on the economy. The dis-
abled are moving to 100% commu-
nity-based. When you look at all the
[funding] streams involved, much of
what is being done now could be lost

Told that states are facing a worsening economic con-
dition with short-term prospects remaining gloomy,

the nation’s governors are asking Congress for help with
Medicaid, which now accounts for nearly one-fifth of
state expenditures.

During its annual meeting in Washington, DC, in
February, the National Governors Association (NGA)
got the bad economic news in a report from Mark
Zandi of economy.com in West Chester, PA. Mr. Zandi
projected that state revenues would be down 3.8% this
year, led by a 17.9% drop in corporate taxes and a 6.4%
reduction in personal income tax revenues. 

According to Raymond Scheppach, NGA executive
director, while Mr. Zandi is looking for a relatively
robust economic recovery with total state tax revenues
increasing by 5% for the next fiscal year, the average
annual growth rate for 2001-2003 is only 0.5%, signifi-
cantly lower than the 6.6% average annual growth rate
during the preceding three years.

Mr. Zandi said the broad-based nature of states’ fiscal
problems is due in part to the broad-based nature of the
current recession. Unlike in past recessions in which spe-
cific regional economies were hurt badly while others
held up well, nearly every regional economy has suffered
in the current downturn, he said.

State economic woes have been exacerbated by less
substantial federal support to states than in past reces-
sions, due in part to a change in the structure of a num-
ber of state-administered federal programs.

State governments are being forced to address their
budget gaps, Mr. Zandi reported, by drawing down on
rainy day and other reserve funds, making significant
spending cuts, postponing previously legislated tax cuts,
and even going for tax increases. “These budgeting
efforts come at an inopportune time for the struggling
economy, insofar as much of state government spending
is used to support financially distressed households and

businesses. Indeed, an efficacious method for the federal
government to support the ailing economy would be to
more aggressively fund the federal programs adminis-
tered by state governments.”

At a governors-only session on Medicaid during the
conference, attendees reached consensus on four items
that are to be the heart of their legislative and regulatory
priorities for the rest of this year: (1) maximum imple-
mentation of current Medicaid waiver authority; (2)
greater flexibility in cost-sharing, such as copays and pre-
miums, for optional populations and/or services; (3)
greater flexibility in benefit design for optional benefits
and for all benefits for optional populations; and (4)
approval of President Bush’s Medicaid drug rebate pro-
posal. A spokesman for the NGA tells State Health
Watch a letter was sent to congressional leaders on the
four priorities.

The governors also agreed to establish an independent
commission on Medicaid reform, but could not reach
agreement on a proposal to ask Congress for a tempo-
rary increase in federal funds for Medicaid. Mississippi
Gov. Ronnie Musgrove had proposed a plan to ask
Congress for more money for Medicaid temporarily, no
matter what happens to any economic stimulus bill.
With the lack of agreement, however, the idea was
referred to the NGA executive committee for further
study. Mr. Musgrove told reporters that some governors
were concerned about separating additional Medicaid
funding from an economic stimulus package because
they would be going against Bush administration wishes. 

Administration forces have said they are concerned
that a temporary funding increase could become perma-
nent, and have suggested that emergency Department of
Labor grants be expanded so states could provide health
insurance to unemployed workers and their families. 

[Contact NGA at (202) 624-5300.] ■

Governors turn to Congress for Medicaid help



if our country’s financial problems
continue.” 

Strong congressional support for
housing supports also is predicted by
Andrew Sperling, director of legisla-
tive affairs for the National Alliance
for the Mentally Ill in Arlington, VA.
He praises the Bush administration
for a budget proposal to end chronic
homelessness over the next decade
through two approaches: (1) develop-
ment of interagency cooperation to
the point that HUD is taken out of
the business of funding services and
there is reliance on resources from
other agencies that should more
appropriately be paying for services,
and (2) continuing support for per-
manent housing in existing programs.

Mr. Sperling says that while there
is considerable support for renewing
existing programs, it’s harder to get
members of Congress to buy into the
notion of forcing other agencies to
put some of their funds into housing
services. “Funds now go out mostly in

block grants that have significant def-
erence to states,” he explains. “It’s
hard to mandate that states use some
of the funds for housing services.”

In predicting what will happen in
the budget debate, he sees some form
of compromise after the House agrees
to the president’s request but the
Senate Democrats won’t go along.

Ms. O’Hara says one goal for the
report is to encourage states to
become players in the housing debate.
“The ideal target for our report is pol-
icy-makers at the state level who need
to see strategies about where the
money is and how linkages can be
made,” she says. “We’re trying to be
careful not to prescribe just one way
to address the problem because states
have different situations. Everything
is subject to the unique opportunities
and barriers that present themselves
in each state.”

One thing that may hasten state
action, she says, is increased agitation
from advocates for the disabled.

“Most advocates have been working
with states on their Olmstead
responses and waiting to see what the
states do,” O’Hara says. “States
haven’t felt the pressure from advo-
cates that they might feel if the
Olmstead planning doesn’t get to its
intended result. My sense is that some
groups that have been waiting and
watching are reaching the end of their
patience.

“We need to realize that this is
much bigger than just Olmstead. It’s
about how people with disabilities
want to live in communities today.
Major changes are needed in state
housing policy so that the needs of
the disabled are included. So far, we
don’t have a movement sweeping the
country. It’s just happening in pockets
here and there.”

[Contact Ms. O’Hara at (617) 742-
5657, Ms. McGinley at (202) 408-
9514, and Mr. Sperling at (703)
576-7222.]  ■
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Waivers providing for extension
of health care coverage in

Nevada and Utah have been
approved by the Centers for
Medicare & Medicaid Services.

The Nevada waiver expands
health care coverage to an estimated
1,700 children whose parents have
lost their jobs. Under the plan, the
state will no longer count a parent’s
unemployment compensation when
determining a child’s eligibility for
the Children’s Health Insurance
Program (CHIP). Nevada’s program
now provides coverage to some
28,000 children from families with
annual incomes up to 200% of the
federal poverty level.

The Utah Medicaid demonstra-
tion waiver will expand benefits for
primary care and preventive services
to some 25,000 residents who other-
wise would not have access to health

care coverage. Those coming into
coverage will be adults age 19 and
older with annual incomes under
150% of the federal poverty level. 

Officials said Utah was able to
expand its Medicaid population by
adjusting benefits to some individu-
als already in the program and by
instituting an annual $50 enrollment
fee for the newly eligible enrollees
and others who are eligible for
Medicaid at the state’s option.
Mandatory-eligible beneficiaries will
not have to pay an enrollment fee.

New enrollees will receive primary
and preventive care benefits. Some of
the state’s currently enrolled
Medicaid recipients will receive a
benefit package that resembles the
state’s CHIP plans. The state also
will simplify its enrollment process
and screen applicants for enrollment
in the expansion group to ensure

they are not already eligible for
Medicaid.

In addition to the adults over age
19 with incomes at 150% of the
poverty level, Utah proposes to pro-
vide full Medicaid coverage to 150
high-risk pregnant women each year
whose assets are in excess of that cur-
rently permitted by the state. The
women will be exempt from the
enrollment fee and any increased
cost sharing. The state also has
exempted children, the elderly,
blind, disabled, and pregnant
women from the changes in the
benefit package. 

In both cases, HHS secretary
Tommy Thompson said the agency’s
goal was to give states the flexibility
they need to strengthen their
Medicaid programs and provide
health care coverage to additional citi-
zens through innovative efforts.  ■

State waivers for Nevada and Utah receive CMS approval



Aware that there are many rea-
sons why Medicaid patients
may not receive sufficient den-

tal care, efforts to overcome the prob-
lem take many different approaches
and are meeting with success in com-
munities across the United States. 

William Mercer consultant Ben
Schechter, DDS, tells State Health
Watch that “the problem is that there
isn’t just one problem. There are
regional and cultural issues that can
interfere with receiving needed dental
care.” While the problem discussed
most often is the inadequate level of
reimbursement for participating den-
tists, Mr. Schechter says, people are
learning that an infusion of money
isn’t enough to ensure greater access
and utilization.

“Many people on Medicaid are rel-
atively new immigrants to this coun-
try who have never been to a dentist,”
Mr. Schechter explains. “Or they have
been here for a longer time but are
part of a culture that views dental care
as unimportant and believes that the
only time to go to a dentist is to have
a tooth that hurts pulled out.” Other
issues include:

• an overall lack of dentists, espe-
cially in rural areas; 

• the fact that dentists see
Medicaid patients as people who
often fail to keep appointments, mak-
ing it difficult to make up lost time; 

• lack of child care so that entire
families come to a dental office and
can be disruptive; 

• transportation problems.
The concern about Medicaid den-

tal care and potential solutions for
improved access and utilization were
discussed earlier this year at the sixth
Congress on Medicaid & Medicare
produced by the National Managed
Health Care Congress.

“There’s no one solution that will
work everywhere,” Mr. Schechter

says. “But there are ways of looking at
all the causes and chipping away at
the problem. Some states such as
California and Ohio have signifi-
cantly increased reimbursement for
dentists and other states have tried to
move the Medicaid population into
the private sector with HMOs that
contract with dental vendors.”

Some managed care companies
have worked on creative solutions, he
says, with sponsors providing addi-
tional funds that can be used for things
such as transportation, school screen-
ings, and even renting dental offices
and their staffs for one day a week and
then busing patients to the office.

Realizing the importance of start-
ing good dental health with children,
Michigan has experimented with a
program in which Medicaid children
are placed in commercial products as
if they were non-Medicaid patients.
Dentists are paid according to the fee-
for-service contract they have with the
commercial company whose card the
children carry. 

“It appears that utilization is up sig-
nificantly and that both dentists and
patients are happy with the system,”
Mr. Schechter reports. “I understand
it is pretty expensive, however, and I
haven’t seen a breakdown in the cost

increases between higher utilization
and higher reimbursement.”

Because many of the problems seen
in Medicaid dental care are the same
as those in Medicaid medical care, Mr.
Schechter contends that solutions
often must be found at the commu-
nity or county level, when local leaders
assess their specific problems and the
resources they already have available
and bring those resources to bear to
solve the problems.

One place where access and quality
of care is being improved is in
California through efforts spearheaded
by San Francisco-based Delta Dental
of California. Delta Dental senior vice
president for state government pro-
grams Michael Kaufmann tells State
Health Watch that barriers to care that
have been identified within the
Medicaid population include cultural
and linguistic differences, geography,
transportation, and awareness. On the
provider side, there are concerns about
compensation, submission require-
ments, Medicaid population issues,
and a shortage of specialists. 

Delta Dental has worked with
other stakeholders on solutions for
many of these problems. For instance,
where not enough dental practices are
available to take Medicaid patients,
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Medicaid dental efforts bring smiles and needed care

Sign up now, keep receiving bioterrorism news 

We hope you have enjoyed receiving complimentary issues of
Bioterrorism Watch with your subscription to State Health Watch.

Your last free issue will be in June.
Beginning in July, Bioterrorism Watch will become an eight-page

bimonthly subscription newsletter, which will offer both CE and CME
credits. The six yearly issues combined will offer six hours of CE and
CME. 

We are offering State Health Watch subscribers a special introductory
yearly price of $99. Don’t miss a single issue of Bioterrorism Watch. Call our
customer service department today at (800) 688-2421 or visit us on line at
www.ahcpub.com to continue receiving Bioterrorism Watch for the low yearly
price of $99.  ■
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Delta has helped organize mobile
vans, inclusion of dental services in
rural medical clinics, and making ser-
vices available through the state’s five
dental schools. “We need to find ways
to get services to Medicaid beneficia-
ries so we don’t have to wait for them
to come to us,” he says.

Problems with provider availability
are being addressed through having
dental students work in rural clinics
as part of their clinical rotations,
bringing post-doctoral endodontics
and pediatric practitioners to rural
clinics, and recruiting new providers.

Because special skills are needed in
working with pediatric patients, Delta
holds classes for interested dentists
who haven’t had that specialized
training, and also helps family physi-
cians learn how to identify potential
oral health problems and know what
resources are available for referrals.

Working with other community-
based agencies, they participate in
health fairs and other activities to
increase awareness of the need for
good oral health and the resources
that are available to Medicaid
patients. And they sponsor focus
groups with patients so they can bet-
ter analyze the barriers and find effec-
tive ways to remove them.

Cultural and language problems
are addressed by translating program
materials, maintaining a provider
office profile database so culturally
appropriate providers can be located,
offering a multilingual telephone ser-
vice, and participating in community
relations programs.

Mr. Kaufmann says that while
Delta Dental believes it is doing the
right thing and therefore has not been
overly concerned with evaluating the
efforts, they have looked at changes in
utilization and believe they have been
able to make “major inroads to draw
higher utilization. The numbers we see
are pretty high when compared with
general utilization in other states.”

States interested in learning from

and replicating Delta Dental’s
California success should be looking
for ways to make better use of the
resources they have available to them,
since it often is not possible to increase
fees to the customary level, Kaufmann
says. “You need to focus on the reasons
why beneficiaries don’t get care and try
to develop solutions community by
community,” he says. “We always start
with the local provider community
and see if they are able to take more
Medicaid patients. If they can, we find
ways to get the patients to them. If
they can’t, we find ways to make addi-
tional resources available.”

Mr. Schechter says that while
funding is an important issue, it’s not
the only issue and sometimes can be

used as a cop-out. 
“You have to be willing to take the

money that is available, or maybe
with a small increase, and leverage
what you can do with it by bringing
some creative solutions,” he says.
“The key is to work at the city or
county level rather than trying to
make changes systemwide. Use the
infrastructure and resources that are
already there and learn how to mar-
shal them more effectively. Don’t give
up. There’s a lot that can be done to
break down barriers and use the avail-
able resources more efficiently.

[Contact Mr. Schechter at (216)
292-6102 and Mr. Kaufmann at
(916) 861-2301.]  ■

No need to miss an AHC audio conference

Have you missed one of American Health Consultants’ recent audio
conferences? If so, two upcoming conference replays offer another
opportunity to take advantage of excellent continuing education

opportunities for your entire facility. 
Disaster Response at Ground Zero: How NYU Downtown Hospital

Handled Mass Casualties With All Systems Down, originally held on Jan.
10, takes participants to the heart of the World Trade Center disaster on
Sept. 11. Just a few blocks away from the crash site, NYU Downtown was
cut off from crucial lifesaving supplies and power, even as hundreds of
injured came through the emergency department doors. HazMat teams on
the roof of the hospital had to vacuum all of the debris out of air ducts to
maintain air quality and keep generators running. Physicians and nurses
had to balance urgent care with proper documentation. Learn how to pre-
pare your facility for the unthinkable. The replay will be available from 8:30
a.m. on Tuesday, April 16, to 5:30 p.m. on Wednesday, April 17. Current
AHC subscribers pay $249, which includes free CME and CE credit. The
cost is $299 for nonsubscribers. 

On April 23 and 24, What to Say When Something Goes Wrong: Do
the Right Thing When Trouble Strikes also will be available for replay.
This successful audio conference covers the major fear factors clinicians
experience when confronting issues of medical disclosure. Learn benefits for
both patient and provider, as well as the risks of litigation and how to avoid
costly legal battles. Free CE for your entire facility is included in the $249
fee for AHC subscribers. 

To register for either one of these replays, contact American Health
Consultants’ customer service department at (800) 688-2421. Customer
service representatives will provide you with all of the necessary information
on dial-in procedure and how to download conference handouts and mate-
rials on line.  ■
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Academic detailing boosts diabetic foot exams

An innovative program in Michigan has shown that academic detailing of
physicians by podiatrists can improve the quality of foot examinations
that physicians do with diabetic patients and may ultimately lead to a

higher number of examinations and less need for amputation of feet and legs. 
Lloyd Smith, DPM, chair of the Bethesda, MD-based American Podiatric

Medical Association’s health policy committee, tells State Health Watch that the
pilot project grew out of a meeting between his association, the Centers for
Medicare & Medicaid Services (CMS), the Michigan Peer Review Organization
in Plymouth, and other groups in which discussion centered on the fact that stud-
ies had demonstrated that diabetic patients receive less than optimal foot examina-
tions in primary care outpatient settings and that even if foot examinations are
performed, they are done less frequently than recommended in the literature. 

The program was described earlier this year by representatives of several par-
ticipating groups at the sixth Congress on Medicaid and Medicare sponsored
by the National Managed Health Care Congress. 

Since foot examinations provide a basis for risk assessment and early detec-
tion of foot problems and also are a means to prevent complications from dia-
betes, the long-term outcome of good examination protocol is expected to be a
reduction in amputations of lower extremities. 

Three project goals
CMS officials present at the meeting asked the other groups for help with

an academic detailing program through which podiatrists could present foot
examination how-to information to primary care physicians.

The goals of the project, Mr. Smith says, were to: 
• improve the quality and frequency of foot examinations provided to

patients with diabetes; 
• improve documentation of foot examinations; 
• identify high-risk patients who could be referred to specialists. 
An additional outcome was to add diabetic peripheral neuropathy with loss

of protective sensation as a covered diagnosis. 
CMS task leader Barbara Fleming, MD, told the Congress attendees that

CMS was interested in the program because 10% of the 40 million Medicare
beneficiaries are diagnosed with diabetes and that disease has been designated
as a focus for clinical improvement through 2004. 

Implementation of the project was a cooperative effort involving the podi-
atric medical association, state associations, and the local peer review organiza-
tion. The state podiatry association recruited and trained academic detailing
volunteers and the peer review organization recruited primary care offices to
participate in the detailing.

At the heart of the program was a “diabetic foot exam toolkit” used in the
detailing meetings with physicians. The kit contained how-to guidelines on
office detailing, a paper on the philosophy of detailing, an article from the
American Diabetes Association on preventive foot care in people with diabetes,
foot specialist consult request and report forms, a description of the office
process for a diabetic foot examination, a training video on how to perform
foot examinations in the office setting, a chronic disease documentation flow
sheet, and a fact sheet on the pilot program.

Mr. Smith says that as the program unfolded, they found that some of the
most important items were office supplies such as stickers for use in charts and
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a sign for examination rooms asking patients to remove their shoes and socks
when asked to undress.

Representing the Michigan Peer Review Organization at the Congress ses-
sion, Paola Valsania, MD, said they targeted hospital outpatient clinics and pri-
vate and group practices, primarily those involved in general practice, family
practice, and internal medicine.

So the effects of the program could be evaluated, all PCP offices that partici-
pated in the pilot were asked to copy 10 to 15 medical records and the frequency
and type of foot examination (visual inspection, vascular exam, or sensory exam)
were abstracted using criteria from the CMS Diabetic Quality Improvement
Project. Physician offices were divided into intervention and reference offices,
and there were baseline, intervention, and repeat measurements taken. 

The state peer review organization and podiatric medical association trained
volunteer podiatrists on the contents of a detailing visit, principles of commu-
nication and persuasion, and a role-playing exercise of a detailing visit. Actual
visits to PCPs were scheduled by the peer review organization.

During the detailing, physicians and their staff were shown how to perform
a thorough five-minute foot examination, how to identify low- and high-risk
patients, and how to follow the two patient groups appropriately. They were
given information on the need for foot exams and tools including monofila-
ments, chart stickers, chart reminders, posters, patient education materials, and
resource lists.

Nancy Parsley, director of health policy and practice for the American
Podiatric Medical Association, tells State Health Watch that the Michigan pilot
results suggest that academic detailing by podiatrists improves the quality of
foot exams in PCP offices. She says the frequency of foot exams did not seem to
be affected by the intervention, although those who conducted the pilot have
expressed hope that as it continues, there may be an impact on exam frequency.

Because of the Michigan program, Ms. Parsley tells SHW, 30 other states
have expressed an interest in receiving more information or setting up their
own program. In some areas, she says, it has been used as part of hospital
grand rounds rather than in individual physician offices.

[Contact Mr. Smith and Ms. Parsley at (301) 571-9200.] ■
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