
Disease management tech-
niques used by behavioral
health practitioners for the

past 20 years can be instructive for
those trying save money by better
managing patients with chronic dis-
eases, according to three executives
from Connecticut’s Department of
Mental Health and Addiction
Services (DMHAS) in Hartford who
shared their expertise and experiences
at a recent Congress on Medicare and
Medicaid.

DMHAS senior policy advisor
Wayne Dailey tells State Health Watch
that general medical services and
behavioral health services have
“grown up in different silos,” even

though they’ve had to deal with many
of the same problems and have
arrived at some of the same solutions.

“We haven’t been sharing our ideas
as much as we should have,” he says.
“We’ve been doing behavioral health

case man-
agement
for more
than 20
years, and

now it’s becoming popular in medical
case management. We’ve learned that
managing chronic behavioral diseases
requires meeting a broad range of
patient needs.”

The mask of good economic
times has fallen away, reveal-
ing what happens when states

have to struggle to make ends meet.
A new study from the Kaiser
Commission on Medicaid and the
Uninsured in Washington, DC, looks
at the battles in five states and finds
that even when good times resume,
these states will only be able to strug-
gle wearily to their feet.

State-level researchers and policy
experts in Idaho, Indiana, Missouri,
North Carolina, and Texas were asked
to describe their states’ Medicaid pro-
grams and overall fiscal situation,
explain recent trends in Medicaid

spending, and identify their states’
response to growing fiscal pressures in
their Medicaid budgets.

Vicki Wachino, associate director
for the Kaiser Commission, tells State
Health Watch the states were chosen
for their geographic diversity and for
being among the large number of
states experiencing a budget shortfall.

“It’s hard to choose just five states
and say they are completely represen-
tative,” Ms. Wachino says, “but I
believe that if you look at the experi-
ences of these five states, you get a fla-
vor of what’s going on in the nation
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as a whole.” If that’s the case, what’s
going on is not a pretty picture in
many respects and may get worse
before it gets better.

Written by Jocelyn Guyer, senior
policy analyst at the Kaiser
Commission, the report says the five
states experienced higher-than-
expected revenues in the mid-to-late
1990s. 

The states responded by cutting
taxes and, to a lesser extent, improv-
ing Medicaid programs by expanding
eligibility for children, families, the
elderly, and the disabled; simplifying
Medicaid application procedures for
children; and increasing provider
reimbursement rates.

Creating ‘structural deficits’
Ms. Guyer says the tax cuts, com-

bined with maintaining or expanding
Medicaid spending and other pro-
grams, contributed to “structural
deficits” that state revenue structures
could not crawl away from.

“The strong economy and, in
some cases, budget gimmicks allowed
the states to mask their structural
budget deficits in recent years,” the
report says. “Although it did not cre-
ate the structural deficits identified by
most of the authors, the recent eco-
nomic downturn has exposed the fis-
cal challenges states face as a result of
the revenue and spending decisions
they made during the mid-to-late
1990s.” 

According to Ms. Guyer, even as
the economy rebounds, the states will
continue to feel the impact of their
decisions for some years to come.

The themes in the Kaiser analysis
include:
• The boom was followed by a bust.

Although their fiscal situation
was strong in the mid-to-late 1990s,
each of the states  studied recently

experienced a dramatic reversal of its
economic status. Idaho had a bud-
get surplus of $179 million in 2000
and anticipated a surplus of $300
million in 2001. But by the end of
FY 2001, the expected surplus had
become a shortfall due to higher-
than-expected spending, lower-
than-expected economic growth,
and a $100 million tax cut adopted

in the 2001 legislative session.
Indiana used nearly one-half of a

$2 billion surplus for one-time, tar-
geted purposes. The FY 2000 budget
ran in the red by $400 million, and
with a weakening economy in FY
2001, the state is in a “severe fiscal cri-
sis,” the report notes.

When Missouri’s revenues went up
by as much as 10% in the 1990s, the
state responded with a series of tax
cuts. Planned expenditures were kept
at the same levels rather than being
reduced. 

Revenue growth has begun to lag,
and estimates have been cut to 3%
and even lower. State officials see an
“impending budget crisis.”

In four years, North Carolina has
gone from a series of tax cuts and
budget surpluses of up to $1.4 billion
to facing a serious budget crisis. By
the end of the 2001 legislative session,
North Carolina had adopted tax
increases designed to bring in about
$1 billion, and there still are signifi-
cant fiscal challenges.

The Texas economy grew faster
than the nation’s in the past five years,
despite a series of tax cuts. But with a
weakening economy, its legislature
has called for a study of the current
tax system and is considering cuts in
Medicaid and the State Children’s
Health Insurance Program (SCHIP).
• Medicaid improvements came in

the good times.
Missouri expanded Medicaid eligi-

bility for children and their parents,
as well as for the elderly and disabled.
North Carolina also expanded eligi-
bility for the elderly and disabled and
extended the amount of time that
transitional coverage could be avail-
able to families who would otherwise
have lost Medicaid when their earn-
ings increased. 

Idaho changed its income verifica-
tion process so families could avoid
having to prove income by providing
pay stubs. 

Indiana used SCHIP funds to
expand Medicaid coverage for children
to 150% of poverty and later established
a separate child health program for chil-
dren with family income between
150% and 200% of poverty. And in
2001, Texas increased Medicaid provider
rates for the first time since 1992 
and adopted improvements to 
the Medicaid application process for
children.
• The rate of Medicaid spending

growth increases.
Spending increases for Medicaid

were attributed to increases in the cost
of providing prescription drugs and
other services, and also because of
enrollment growth due to eligibility
expansions and, in some cases, a
reversal of the Medicaid caseload
decline that many states experienced
when their welfare reform efforts
unintentionally caused families to lose
out on Medicaid coverage in the
1990s. Increases in Medicaid spend-
ing of more than 10% were not
unusual.

Medicaid study
Continued from page 1

“[But] a lot of the progress

that states made in the late

1990s in improving Medicaid

programs now is in peril.”

Vicki Wachino
Associate Director
Kaiser Commission 
on Medicaid and 
the Uninsured

Washington, DC
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• Cuts in Medicaid and/or SCHIP
were considered or adopted.
The report says the growth in

Medicaid and other health care
expenditures, combined with increas-
ing budget difficulties, has caused
each of the five states surveyed to
consider or adopt cuts in Medicaid
and SCHIP.

In the spring of 2001, Idaho elimi-
nated its outreach program for chil-
dren, created a new limit on SCHIP
spending, froze the number of beds
for mental health patients, and froze
Medicaid reimbursement rates for
services and durable medical equip-
ment at FY 2000 levels.

North Carolina established a wait-
ing list for enrollment in SCHIP in
January 2001 because more children
had enrolled than the state had esti-
mated would be eligible. And Texas
adopted a mandate that the state
reduce Medicaid general fund spend-
ing by $205 million. 

To meet that requirement, the state
is considering requiring Supplemental
Security Income beneficiaries to
enroll in managed care, increasing
utilization review for prescription
drugs, adopting supplemental drug
rebates, and adding copayments to
Medicaid.
• Medicaid has been used to plug

holes in overall state budgets.
Although it is common to view

Medicaid as a source of fiscal pressure
on states, analysts in the surveyed
states say that at times the program

has been used to address other prob-
lems in state budgets. “Some of the
states relied on creative financing
arrangements that allowed them to
draw down federal Medicaid funds
and use them for other purposes than
health related activities. Others estab-
lished Medicaid ‘rainy day’ funds that
were intended to help the state cope
with Medicaid spending increases
during difficult economic times, but
then used the money in the funds for
purposes other than Medicaid,” Ms.
Guyer says.
• Budget rules and policies have

shaped the role of Medicaid in the
state budget.
Use of creative financing, tax

increases, and Medicaid cuts are typi-
cal responses across the states studied,
Ms. Wachino says. “[But] a lot of the
progress that states made in the late
1990s in improving Medicaid pro-
grams now is in peril.” It’s ironic that
states often complain about Medicaid
growth when their own use of cre-
ative financing techniques to help
soften non-Medicaid budget prob-
lems led to much of the growth, she
says.

The key lesson, according to Ms.
Wachino, is that a conservative
approach to financing in boom times
can prevent problems when times are
tough. In retrospect, then, the tax
cuts that many states adopted when
revenue was up were shortsighted, she
says. 

“However, I will give states credit

for those that created ‘rainy day’
funds,” Ms. Wachino says. 

Kaiser also learned that the way a
state structures its budget process
clearly impacts how other programs
are structured. The prime example,
Ms. Wachino says, is Texas, which has
budgeting rules that allow the state to
submit a Medicaid spending request
that reflects anticipated Medicaid
enrollment growth. But it can’t incor-
porate into its base request for
Medicaid spending the anticipated
effect of medical inflation, rate
increases, or higher utilization.
Instead, the agency must request
funds needed to cover such expenses
in the form of “exceptional items.” As
a result, the base appropriations bill
filed early in the Texas legislative ses-
sion has not included any funding for
Medicaid-related exceptional items. 

Kaiser says this policy has helped
create the sense that appropriating
funds to cover Medicaid cost-per-
client growth is discretionary, or even
expansionary, even though there is lit-
tle dispute that the additional funds
are needed.

Ms. Wachino acknowledges that
states face difficult choices, but says
there are alternatives available for
them to deal with budget shortfalls by
setting priorities and making a deci-
sion to continue funding for neces-
sary Medicaid efforts.

[Contact Ms. Wachino and Ms.
Guyer at (202) 347-5270.]  n
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Managed care organizations
affiliated with community
health centers are the

largest or second-largest Medicaid
managed care organizations in several
states and are the plans many states
look to for help when commercial
plans leave. But community health
center-affiliated plans have financial
problems of their own and need sup-
port to remain effective safety net
providers.

Two recent studies have found the
health plans affiliated with commu-
nity health centers actually outper-
form commercial plans on standard
quality measures. 

In March, the Association for
Health Center Affiliated Health Plans
(AHCAHP) in Washington, DC,
released data on a Kaiser Family
Foundation analysis of 1998 Health
Plan Employer and Data Information
Set (HEDIS) measures and an
American Public Human Services
Association (APHSA) study of 1999
HEDIS scores.

In the APHSA study, plans affiliated
with community health centers out-
performed the national Medicaid
mean in nine of 11 quality measures.
That result confirmed similar findings
in the Kaiser study that said that health
center plans outperformed other
Medicaid-dominant plans as well as
commercial plans serving Medicaid on
five of nine quality indicators.

Margaret Murray, executive direc-
tor of AHCAHP tells State Health
Watch the association contends there
are several reasons why plans affiliated
with community health centers score
so well on quality measures. First,
such plans generally are provider-
sponsored, so they have closer and
better relationships with their core
provider network than do many other
plans. Second, the plans have a deep

commitment and involvement with
their communities, including people
who are currently uninsured. And
third, they have a firm commitment
to the Medicaid program.

Ms. Murray says that as commer-
cial plans have begun to leave the
Medicaid managed care marketplace,
health center-affiliated plans have
become larger players. In 1997, for
instance, 64% of the plans in the
Medicaid marketplace were commer-
cial, but by 1999, that had dropped
to 58%. By 2000, the health center
plans were the first or second largest
Medicaid plan in each of seven states.

Building better clinical systems
The close relationship plans have

with providers, Murray says, allows
them to build better clinical systems
of care and to obtain greater provider
support for clinical changes. Their
business model is based on a partner-
ship with providers rather than the
command and control type of
arrangement that is the hallmark of
some commercial plans. 

Some health center-affiliated plans
pay their providers incentives for
higher-quality provision of care rather
than imposing penalties or incentives
to limit care.

Also, the core provider network
generally depends on community
health centers, which have a proven
track record of providing better care
to low-income and vulnerable popu-
lations. And because the core of the
networks is community health cen-
ters, plan members can see the same
providers regardless of their insurance
status. 

By law, community health centers
must offer free or reduced prices to
low-income patients. So even if
patients are not insured, they can
continue to see their community

health center providers and receive
the necessary primary and preventive
care. That continuity of care improves
health outcomes over the long run.

A study conducted by George
Washington University professor Ann
Zuvekas for the University’s Center
for Health Services Research and
Policy in Washington, DC, found
that community health center-affili-
ated plans are a viable alternative for
Medicaid managed care if states can
make accommodations for some of
their unique characteristics.

Offer enabling services
She says that many plans and state

officials are not aware that the health
center plans offer a product that is
more comprehensive than that
offered by commercial health plans,
particularly in terms of enabling ser-
vices — such as transportation, lan-
guage translation, and nutrition
counseling that help members gain
access to services or lead healthier
lives. While funding often is not read-
ily available for these services, they
help set the plans apart and can save
money in the total health care system
over the long term.

Jim Hooley, CEO of Neighborhood
Health Plan in Boston, tells State
Health Watch that his organization has
been significantly hurt by recent health
care inflation and that state premium
rates have not kept pace with inflation. 

“There are financial issues that the
state and federal governments are
going to have to consider if they are
to continue purchasing services from
us,” he says. “We’ve done a lot to try
to manage our costs in terms of phar-
macy usage and working closely with
physicians on the level of care they
provide. Unfortunately, our financial
problems are coming at the same
time that governments are struggling

Community health centers and managed care:
Helping to provide a safety net for the safety net



financially,” he says. “There are no
easy answers. If we want to maintain
high quality health care and also con-
tain costs, we need to develop strate-
gies to help that happen.”

Mr. Hooley says he’s convinced
that the approach health center-affili-
ated plans take to their members can
ultimately save states money on
health care. “We offer more services
that are appropriate for Medicaid
enrollees,” he says. “We meet people’s
needs better. It will help if we invest
in supporting people and caring for
them early on rather than putting a
lot into institutional care. We can save
the state money and at the same time
improve individuals’ quality of life.”

[Contact Ms. Murray at (202) 659-
8563, Ms. Zuvekas at (703) 978-
2554, and Mr. Hooley at (617)
772-5701.]  n
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Mr. Dailey told the Congress that
chronic disease management is
becoming a hot topic because there is
no good fit between the nation’s
health care system and health care
needs. And that has an impact on
overall spending on health care.
Although nearly half of all Americans
are affected by a chronic disease and
more than 75% of health care dollars
are spent on chronic diseases, he says,
our health care system is focused pri-
marily on acute care.

Lessons learned
Areas in which there can be a

greater sharing of information and
solutions between behavioral and
physical health include implementing
preferred practices, client outreach
and engagement, client education,
and information sharing across
episodes of care and among providers.

DMHAS deputy commissioner
Arthur Evans says public sector agen-
cies such as his must deal with the
most complex clinical situations,
attend to a full spectrum of client
needs, deal with clients involved in
multiple systems, and cope with a
provider system that is under intense
pressure.

“Given all that’s happening, we
must maintain our safety-net respon-
sibility, deal with the consequences of
cost shifting, improve care quality
within limited resources, address
health disparities, address increased
acuity/chronicity, and build and
maintain a culturally competent sys-
tem of care,” he says.

To control costs through imple-
menting effective large-scale systems
of behavioral health care, Mr. Evans
recommends:

1. emphasizing the whole person
and not the disease; 

2. communicating expectations for
recovery; 

3. ensuring timely intervention
and an ability to vary service intensity
at times of crisis or when symptoms
worsen; 

4. providing incentives to encour-
age adherence to treatment; 

5. energizing the provider system
and involving consumers; 

6. ensuring continuity of care
across treatment episodes and among
service providers; 

7. addressing cultural competence;
8. integrating self-care approaches

into the treatment system. 
These steps can be applied to phys-

ical health conditions as well as men-
tal health, he adds.

Providers not always involved
The two executives say that while

chronic behavioral health illnesses
generally have cyclical periods of acute
symptoms followed by periods of qui-
escence, providers often see patients
until the end of the acute phase but
are unavailable during nonacute peri-
ods. The time for self-care recovery,
education, and rehabilitation is in lulls
between acute phases, they say, so that
patients are better able to recognize
their need for help and participate in
their own care during the acute peri-
ods. Rather than simply trying to
achieve symptom reduction, Dailey
and Evans say providers should try to
improve functional status while reduc-
ing symptoms.

When the goal is recovery, accord-
ing to this model, services for chronic
behavioral health disorders should
include support services, skill build-
ing, and effective clinical treatment
using a systems approach that deter-
mines what services are needed,
ensures that services are available,
evaluates service effectiveness, and
monitors progress for the client,
provider, and system.

A third presenter at the Congress,
DMHAS managed care executive
Reginald Simmons, described how the
agency uses data and evidence-based

Disease management
Continued from page 1
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practice to bring about systems
change.

Mr. Simmons says lessons that can
be learned from the behavioral health
sector and applied to physical health
include: 
• Holistic approaches are necessary. 
• A systems approach is essential.
• People should be viewed and treated

within a sociocultural context. 
• Evidence-based and cost-effective

services should be implemented.
• Access to care should be based on

psychosocial necessity, not just nar-
row medical necessity criteria.

• Availability of services should mir-
ror the course of the illness.

• Data should be used to create a
sense of urgency and competition
among providers.

• Contacts must clearly articulate
the providers’ clinical and adminis-
trative accountability for a client.

• Performance must be monitored
to identify provider outliers.
Mr. Dailey tells SHW it is impor-

tant that providers remain involved
with patients between acute phases
because that’s when patients can learn
relapse-prevention skills and how to
identify the onset of a chronic phase
so they can participate in the recovery
process by intervening and preventing
a relapse. 

“We need to empower patients to
have a recovery-oriented treatment
approach,” Mr. Dailey says. “Providers
need to take advantage of the benefits
of patient participation instead of
treating them passively.” This type of
approach is important, he says,
because most of what people do in
their lives occurs outside the presence
of their treatment provider. 

“They’re out there on their own, so
if you can get them involved, you’re
ahead of the game,” he says. When
people recover, that’s what saves
money. Acute-care treatment is the
most expensive.”

[Contact Mr. Dailey, Mr. Evans, and
Mr. Simmons at (860) 418-7000.]  n

Research over the last 10 years
has clearly demonstrated the
impact that the early years

have on a child’s development,
health, readiness to learn, and poten-
tial for success in later years, all of
which have public policy and fiscal
impacts for states and communities. 

Consequently, there is great interest
in finding the most efficient and effec-
tive ways to deliver services that sup-
port early development of children. 

The need is especially great for
children of low-income families.
Studies suggest these children face
disparities that compromise their
health and development.

State Medicaid Early Periodic
Screening, Diagnosis, and Treatment
(EPSDT) programs provide coverage
for a comprehensive set of preventive
services designed to ensure healthy
growth and development. Medicaid
programs could collaborate with
other state efforts to provide coordi-
nated developmental services as part
of the comprehensive quality health
care delivered to children through
Medicaid.

To pilot such collaborative efforts,
in 1999 the New York City-based
Commonwealth Fund launched its
Assuring Better Child Health and
Development (ABCD) program, an
initiative to strengthen the capacity of
the health system to support the early
development of children from low-
income families. The Commonwealth
Fund provided a grant to the National
Academy for State Health Policy
(NASHP) in Portland, ME, to work
with four states (North Carolina,
Utah, Vermont, and Washington) to
look at various ways to better deliver
early childhood development services.

In a progress report, NASHP says
that although the states have similar
objectives, they have developed 

individual approaches. (See state
objectives, p. 7.) Some launched
statewide projects, while others
worked at the county level. Some
introduced new services; others
focused on collaboration among
agencies or integration of existing
services into a new delivery system. 

Deborah Curtis, NASHP project
director, tells State Health Watch that
although agencies and staff recognize
the importance of developmental
screening through EPSDT, it hasn’t
always performed as it should. Much
of the problem, she says, relates to
reimbursement issues for pediatric
practices. 

The importance of the pilot pro-
grams is they approach early child-
hood development from a health
perspective and build bridges
between agencies with the goals of
helping low-income children get a
good start, Ms. Curtis says. With the
four demonstration states entering
the three-year program’s final year,
she says they are creating a toolkit for
other states. 

There also have been preliminary
discussions with officials from the
Commonwealth Fund about what
the next step should be, since the
organization is committed to making
additional investments in early child-
hood development.

Targeted case management
Julie Olson, public health program

manager For the Utah Health
Department in Salt Lake City, tells
SHW the state wanted to restructure
its flagging home-visit program and
bring more services into the
Medicaid funding stream.

“Working with ABCD also made
sense in terms of our Medicaid goal
to increase the number of well-child
visits,” she says. “We were doing what

States find ways to support early
childhood development services



June 2002 State Health Watch 7

we could but not making a lot of
progress.”

Utah, which also is heavily involved
in the American Academy of Pediatrics
medical home program, decided to use
its Commonwealth Fund grant pri-
marily for a targeted case management
effort to identify needs and get people
access to the services.

“The program has worked very
well,” Ms. Olson reports. “The biggest
stumbling block has been money
because Utah, like other states, is suf-
fering from budget problems.” 

To overcome the budget problem,
it has worked through county agen-
cies to put up the money and has
logged an increase in home visits.
Utah decided to use the grant money
to establish the program but not to
provide direct services because it did-
n’t want to terminate services at the
end of the grant period. 

“We’re now looking for a way to
keep the registered nurses who pro-
vide technical assistance to the county
health departments,” Ms. Olson says. 

The department has outlined
objective measures for use in evaluat-
ing program success, such as an
increase in the number of children

receiving more than one well-child
visit and an increase in the immuniza-
tion rate. 

“It helped in the beginning to have
the Commonwealth Fund champion
this cause,” Ms. Olson says. “It will be
good if other states can have such
support when they try to replicate the
ABCD programs. And the grant
money was very important. One
thing we learned is that it’s critical for
state Medicaid programs to work in
conjunction with other state public
health programs in a collaborative
effort.”

In North Carolina, which already
has local community-based systems
of care that bring together physi-
cians, public health agencies, and
social service agencies, the state
wanted to use the ABCD grant to
build the Medicaid capacity for child
development services, working
through physician offices at the time
of well-child visits.

The pilot program now works
through six pediatric and family prac-
tices in one health plan. Actual
mechanics differ at each practice and
were worked out in consultation with
the person who runs the office,

according to ABCD project coordina-
tor Sherry Hay in the Office of
Research Demonstrations and Rural
Health Development in Raleigh.

Success is based on the number of
children screened as a percentage of
the total number of children coming
in for well-child visits. Ms. Hay
reports that under the old system,
about 4% of the children received the
developmental screening at the
appropriate visit; under ABCD, it has
grown to 24%. 

“It’s not always easy to change
behavior in physician practices,” she
says. 

Ms. Hay and her colleagues are
laying groundwork for keeping the
program running after the ABCD
grant is over and developing best
practices that can be shared with
other states. 

“We see some windows opening,
and think there are some ways we can
keep going,” she points out. “We
were able to use the grant funds to
hire an early intervention specialist
and now are talking with the public
health agency to see if the child ser-
vice coordinators could take on some
of this work.”

North Carolina

Utah

Vermont

Washington

Design and/or
implement

standardized
developmental

assessment 
or screening

tools

4

4

4

4

Identify and
recommend

improvements
and/or

changes 
in state

Medicaid 
policy or 

procedures

4

4

4

4

Establish 
or expand

home visiting
program

4

4

Improve 
service 

coordination
across 

agencies

4

4

4

4

Enhance 
parents’

knowledge 
of child 

development

4

4

4

4

Improve 
pediatric 

clinicians’
assessment

and 
counseling

skills

4

4

4

ABCD State Project Objectives

Source: National Academy for State Health Policy, Portland, ME.



The Vermont Department of
Health in Burlington saw an oppor-
tunity to participate in the program,
according to ABCD project director
Susan Shepard, because more than
half the families enrolled in the state
Healthy Babies program declined or
did not receive home visits, meaning
that primary care interventions were
not reaching their population target.
They also found that they were reach-
ing too few children in the important
1-5 age range.

“We saw that the home visit pro-
gram was struggling to enroll and
retain families, and wanted to develop
other strategies that might work bet-
ter,” Ms. Shepard tells State Health
Watch. “Our primary goal under the
grant was to integrate the Healthy
Babies and age 1-5 programs into a
system of care from pregnancy
through school age. We expanded the
menu of service options in hopes of
increasing engagement of families
along the service continuum.”

Resource materials for parents
A key element in the program is

developing educational resource
materials for parents. There are
newsletters dealing with pregnancy
and childhood development sched-
ules, a web site, and group education
programs through doctor offices,
playgroups, Head Start, libraries, and
child-care providers. The state group
also conducted focus groups to find
out why people don’t want to have
home visits.

To provide a structure for the activ-
ities, they have adopted Touchpoints,
a model for practitioners that empha-
sizes the building of supportive
alliances between parents and health
care professionals around key points
in the development of young chil-
dren. Touchpoints was developed by
pediatrician T. Berry Brazelton, MD,
of the Brazelton Institute in Boston.

Ms. Shepard says they are targeting
high-risk groups such as teen parents,

the homeless, and substance abusers.
In developing collaborative efforts,
they use staff whose skills match the
identified needs and find reimburse-
ment for the additional services.

Communication about family sta-
tus has been a key element that led to
a new form that replaced four old
forms. To better describe the pro-
gram, it has been renamed “Healthy
Babies, Kids, and Families.”

Evaluation of success has been
through a comparison with Healthy
Vermont 2010 goals and through a
client satisfaction survey. 

Ms. Shepard says she believes it is
important for states wanting to repli-
cate Vermont’s success to look at
existing programs and identify where
to make improvements, as well as
looking at which partnerships work
and which do not. 

“Be sure you have an infrastructure
that brings key stakeholders at the
state level to the table and buying in,”
she says. “Develop collaborative part-
nerships and be sure you have suffi-
cient resources to do what you want
to do.”

Multiple paths to success 
Washington state strives to

improve EPSDT outcomes by linking
development health services for chil-
dren and families, outreach to
Medicaid families to ensure they
receive EPSDT services, review and
promotion of development screening

tools, provider training, parent educa-
tion, and improved EPSDT screening
rates.

Ms. Curtis tells SHW that all four
demonstrations have seen that effec-
tive communication of the results of a
developmental screening is essential.
While home visits can be an impor-
tant strategy in identifying a child’s or
family’s risk factors and concerns, ser-
vice should be delivered with a sensi-
tivity to the family’s circumstances
and be responsive to each family’s par-
ticular needs. It is important to com-
municate the results of a home visit to
the child’s providers so the findings
can be used effectively.

Although parent health and well-
being are integral to the healthy
development of young children, lim-
ited resources and opportunities exist
to provide consistent and continuous
support and services to parents who
lack health insurance. Curtis says
mental health issues for mothers are
particularly critical. The ABCD pro-
jects are developing multiple
approaches for providing support to
mothers and fathers through one-on-
one consultation, group education,
parent support groups, and educa-
tional materials.

Collaboration is the key to cost-
effectively improving developmental
services. Multiple agencies provide
early childhood development services
and coordination among them can be
challenging. Finally, Ms. Curtis says,
the financing of early childhood
health and development services can
be approached through modifications
to existing reimbursement systems,
incorporation of administrative and
service functions into an existing
infrastructure, addition of more
resources, or the pooling of resources
across agencies.

[Contact Ms. Curtis at (207) 874-
6524, Ms. Olson at (801) 538-6303,
Ms. Hay at (919) 715-1511, and Ms.
Shepard at (802) 652-4174.]  n
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“Be sure you have an 

infrastructure that brings

key stakeholders at the

state level to the table and

buying in.”

Susan Shepard
ABCD Project Director
Vermont Department 
of Health

Burlington
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The first comprehensive 
evaluation of Maryland’s
HealthChoice Medicaid man-

aged care program finds the program
meeting its goals. The report says
there is no compelling evidence to
recommend major changes in the
way HealthChoice now operates, but
there are areas where improvements
can be made.

Debbie Chang, deputy secretary
for health care financing for the
Maryland Department of Health and
Mental Hygiene in Baltimore, tells
State Health Watch the key positive
findings were that HealthChoice now
serves more than 100,000 additional
people, children (70% of the pro-
gram) received more services and had
greater access to care, dental service
use is up, and emergency department
use is down.

Implementation of HealthChoice
began in July 1997 and represented a
major change in Maryland’s approach
to service delivery for most Medicaid
recipients. The state replaced a mixed-
model delivery system that included
fee-for-service primary care case man-
agement, capitated HMO voluntary
enrollment, and a mandatory system of
enrollment in managed care organiza-
tions (MCOs). 

Under HealthChoice, all eligible
families and individuals are required to
enroll in an MCO approved by the
department. 

The evaluation was structured
around the original program goals to: 
• develop a patient-focused system

featuring a medical home; 
• create comprehensive, prevention-

oriented systems of care; 
• build on the strengths of Maryland’s

existing health care delivery system; 
• hold MCOs accountable for deliv-

ering high-quality care; 
• achieve better value and predictabil-

ity for state dollars.

The evaluation found that
HealthChoice saved money relative to
what would have been spent on the
fee-for-service delivery system, and
added value to the program for con-
sumers and providers. HealthChoice
met the two federal cost-effectiveness
requirements — the federal upper-pay-
ment limit and the budget neutrality
requirement of the Balanced Budget
Act of 1997. Under HealthChoice,
most MCOs have been able to gener-
ate profits each year, suggesting that
rates in the past have been adequate.
Not addressed are the losses suffered by
some downstream risk providers.

The report says that higher admin-
istrative costs are associated with the
benefits of the managed care organi-
zations’ care management systems
and establishment of medical homes
for enrollees. 

Risk-adjusted rate-setting methods
contribute significantly to achieving
purchaser value by more efficiently
allocating funds among MCOs
according to the health status of their
enrollees. 

Evaluators found that MCOs
have enough primary care providers
to serve their enrolled population,
including the 100,000 additional
HealthChoice participants, due at
least partly to higher physician fees
paid by MCOs.

Ms. Chang tells State Health Watch
the evaluation also identified areas
where improvements are possible,
including services to children in fos-
ter care and an increase in provider
fees. 

The report document lists seven
areas for improvement, with specific
recommendations in each: 
• establish a long-term priority-setting

process; 
• maintain the current MCO-based

capitated program, but develop a
backup managed care system; 

• improve provider networks; 
• promote increased quality of 

care as well as improved program 
performance; 

• improve the program for consumers; 
• improve the delivery of special

services; 

Success story: Maryland HealthChoice has met goals

CMS-HHS workgroup meeting on Olmstead

The Centers for Medicare & Medicaid Services (CMS) is meeting
with state officials and people with disabilities and will review rele-
vant federal Medicaid regulations, policies, and previous guidance to

ensure that they are compatible with the requirements of the Americans
with Disabilities Act and the U.S. Supreme Court’s 1999 decision in
Olmstead v. L.C. The court decision requires states to administer services,
programs, and activities “in the most integrated setting appropriate to the
needs of qualified individuals with disabilities.”

CMS has joined with the Department of Health and Human Services
(DHHS) and the Office of Civil Rights to address continuing questions
and issues involving implementation of the Olmstead decision and the
Americans with Disabilities Act. The group invites states and stakeholders
to submit policy questions and recommendations and promises that
answers will be posted at a Medicaid Olmstead web site. 

Written correspondence is to go to DHHS Working Group for
Olmstead/ADA, c/o Center for Medicaid and State Operations, CMS, Room
S2-14-26, DEHPG, 7500 Security Blvd., Baltimore, MD 21244-1850.  n
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• establish strategies to stabilize the
managed care system.
Ms. Chang says the state recently

made $25 million in general funds
($50 million total) available for physi-
cian-fee increases because the evalua-
tion revealed that despite the
program’s successes there also were
signs of stress on the provider net-
work and that an increase in physi-
cian fees was “absolutely critical.”

She says the agency is looking for
ways to implement a network ade-
quacy plan and reduce the administra-
tive burden for providers. It also wants
to standardize the MCO credentialing
process to cut the number of tele-
phone calls coming into the agency
regarding credentialing requirements.

Alice Burton, administration direc-
tor for planning and development and
the lead evaluator, tells State Health
Watch that the number of recommen-
dations involving providers could have
been expected because of a historic
problem of inadequate payments.
Medicaid fee-for-service payments did
not increase for 10 years, she says, and
physicians had clearly communicated
their threats to leave the program,
especially in rural areas.

Although the evaluation report con-
tains many recommendations in the
seven areas of emphasis, both Ms.
Chang and Ms. Burton say the depart-
ment is committed to responding to
them all as quickly as possible, rather

than setting priorities that might force
some to wait for several years.

The task is easier, Ms. Burton says,
because the recommendations were
developed through a process that
included most active stakeholders and
there has been buy-in on many items.
In addition, she says, legislative lead-
ers are supportive of the general direc-
tion the program is taking, but want
details from specific work plans.

“We’re moving forward across the
board,” she says. “Some of the recom-
mendations will be carried out over
several years, while others are doable
in the short term. Everyone who has
been involved in the program over
the past five years is exhausted by the
pace of changes to date. We need to
put more structure in place and then
do what we can.”

Is a backup managed care system
really necessary? The recommenda-
tion calls for development of a
backup care management program
that includes linkage with a primary
care provider, comprehensive care
management and disease manage-

ment programs, active quality assur-
ance activities, and cost-containment
efforts such as utilization control. 

Ms. Burton says agency executives
hope they never will need the backup
since they keep pace by setting rates
annually. There have been plan with-
drawals, she says, and they can be diffi-
cult to manage, especially without
viable alternatives. The recommenda-
tion to work to improve special ser-
vices focuses particularly on dental
care, substance abuse, and pregnant
women in the Seventh Omnibus
Budget Reconciliation Act program
(women who gained Medicaid eligibil-
ity because they were pregnant). 

She says they have been working
aggressively to bring more dentists into
the program. “We’ve made a lot of
progress from the fee-for-service pro-
gram, but still have not met our expec-
tations. Some dentists have suggested
that we carve out dental care, but that’s
not something we want to do.”

[Contact Ms. Chang at (410) 767-
2984 and Ms. Burton at (410) 767-
5806.] n

This issue of State
Health Watch brings you
news from these states:

Connecticut p. 1
Idaho p. 1
Indiana p. 1
Maryland p. 9
Missouri p. 1
North Carolina pp. 1, 6
Texas p. 1
Utah p. 6
Vermont p. 6
Washington p. 6

Clip files / Local news from the states
This column features selected short items about state health care policy.

State’s senior drug program offered as national model
WASHINGTON, DC—Nevada’s Senior RX program, which helps low-

income elderly buy prescription drugs, has been offered as a model as Congress
studies ways to provide pharmacy benefits to seniors nationwide. One of Gov.
Kenny Guinn’s deputies told a House health subcommittee the benefit pro-
gram took off in popularity once it was simplified and eliminated the need for
beneficiaries to contribute to monthly premiums. The program offers a maxi-
mum prescription benefit of $5,000 a year for seniors with an annual income
of $21,500 or less. There are no premiums, but there is a copay of $10 for
generic drugs and $25 for other medications. “Gov. Guinn believes that Senior
RX can be a model for other states and, potentially, for a national prescription
plan for seniors,” said deputy chief of staff Michael Hillerby. 

Mr. Hillerby told lawmakers that Senior RX “is now running at full capac-
ity,” with 7,500 seniors enrolled. He estimated that may amount to between
30% to 50% of low-income seniors in Nevada who do not otherwise have
prescription drug insurance. He was among seven experts to speak to the sub-
committee debating prescription drug benefits for low-income seniors.

—Las Vegas Review-Journal, April 18 
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There has been significant
improvement in the health of
racial and ethnic minorities

but there still are important disparities
among different populations, a recent
U.S. Department of Health and
Human Services report says.

The report contains national
trends in racial- and ethnic-specific
rates for 17 health status indicators
during the 1990s. The five racial and
ethnic groups reported on showed
improvements in rates for 10 of the
17 indicators. 

“Our goal is to eliminate disparities
in health among all population
groups by 2010,” says Secretary of
Health and Human Services (HHS)
Tommy Thompson. “While we are
making progress, the report shows
how far we still have to go.”

The report was part of Healthy
People 2000, an HHS program to set
health goals for each decade and then
measure their progress. The health
status indicators reported on reflect
various aspects of health and include
infant mortality; teen births; prenatal
care; low birth weight; death rates for
all causes and for heart disease, stroke,
lung and breast cancer, suicide, homi-
cide, and motor vehicle crashes; and
work-related injuries. Infectious dis-
eases such as tuberculosis and syphilis
also are included. The percent of chil-
dren in poverty and the percent of the
population living in communities
with poor air quality round out the
set of measures developed to allow
comparisons among national, state,
and local areas on a broad set of
health indicators.

All racial and ethnic groups experi-
enced improvement in rates for 10 of
the indicators: prenatal care; infant
mortality; teen births; death rates for
heart disease, homicide, motor vehicle

crashes, and work-related injuries; the
tuberculosis case rate; syphilis case
rate; and poor air quality.

For five other indicators — total
death rate and death rates for stroke,
lung cancer, breast cancer, and suicide
— there was improvement in rates for
all groups except American Indians or
Alaska natives. The percent of chil-
dren living in poverty improved for
all groups except Asians or Pacific
Islanders, and the percent of low birth
weight infants improved only for
black non-Hispanics.

“A clear lesson for public health is
that efforts to achieve progress for all
must be targeted and tailored to the
needs of specific groups,” says Centers
for Disease Control and Prevention
director Jeffrey P. Koplan, whose agency
prepared the report. “For example, the
drop in the syphilis rate followed an
intense campaign to eliminate syphilis
community by community.”

Meanwhile, a health quality survey
by the Commonwealth Fund in New
York City finds that on a wide range of
health care quality measures, minority
Americans do not fare as well as whites.
African-Americans, Asian Americans,
and Hispanics are more likely than
whites to experience difficulty commu-
nicating with their physician, to feel
that they are treated with disrespect
when receiving health care services, and
to experience barriers to care, including
lack of insurance or a regular doctor.
And a substantial proportion of
minorities feel they would receive bet-
ter care if they were of a different race
or ethnicity.

Hispanics and Asian Americans fre-
quently stand out as the least well
served by our health care system,
according to the Commonwealth
Fund. On the other hand, the survey
indicated that progress has been made

in health care for African-Americans.
Receipt of preventive care reported by
African-Americans was similar to or
higher than that reported by whites.
Levels of patient satisfaction also were
comparable.

The survey demonstrated that
broad racial and ethnic categories
could sometimes mask significant
variation in health care experiences,
particularly within the Hispanic and
Asian American populations. The
Commonwealth Fund says that a
complex set of factors such as fewer
years in the United States, limited
proficiency with English, low
incomes, and lack of health insur-
ance, appear to be influencing the
health care experiences of those hav-
ing problems.

“Many findings, however, were dis-
turbing for all Americans, regardless of
race or ethnicity,” the report says.
“More than one of five adults surveyed
thought they or a family member had
experienced a medical error on the part
of a doctor, hospital, or pharmacy.
One of four Americans had not fol-
lowed a doctor’s advice at some point
in the past two years, while barely
more than half understood informa-
tion they were given by their doctor’s
office. Also, rates of cancer screening
remain below recommended levels.

“The survey results underscore the
importance of three factors in ensur-
ing that minority populations receive
optimal medical care: effective
patient-physician communication,
overcoming cultural and linguistic
barriers, and access to affordable
health insurance. Findings also high-
light the need for alternatives to hos-
pital emergency rooms as sources of
primary care in low-income commu-
nities; improvement in continuity of
care; and greater opportunity for

Health indicators are improving for most 
racial and ethnic groups, says HHS report
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health centers, hospitals, and other minority health care providers to partici-
pate in the latest quality improvement innovations. Finally, the survey identi-
fied many areas where continued improvements in quality and access to care
— reducing medical errors, improving information for patients, emphasizing
continuity of care — will benefit all Americans.”

The Fund says that public policy can play an important role in improving
minority Americans’ interactions with the health care system. HHS, it notes,
has provided guidance on how to ensure linguistically and culturally appropri-
ate health care services. In addition, a few states are implementing policies to
help finance interpreter services. 

Beyond language, the report says, clinicians need training in communicating
and interacting effectively with patients from different cultures. “Public policy
should support and evaluate training efforts undertaken by medical schools and
residency programs, as well as other health professions’ training, to determine
the most effective strategies for improving patient outcomes,” the report says. 

The Fund says additional attention also needs to be paid to preventive care.
In particular, it says, Hispanic and Asian American populations would benefit
from expanded health screening and education programs targeted to immi-
grant communities. Lack of health insurance is a key barrier for these adults.

Although African-Americans are receiving preventive services at rates at least
comparable to whites, their health outcomes remain worse. The Fund says that
accounting for this disparity will require close examination of other points of
health care delivery where problems may be occurring, such as in access to spe-
cialized care or patients’ ability to carry out instructions at home.

“Perhaps most fundamental to ensuring quality medical care for minority
Americans is the availability of affordable, comprehensive health insurance,”
according to the Fund report. “Policy-makers must continue to develop
options for expanding health coverage and assess them for their potential to
reduce uninsured rates for minority groups. Information from the survey
regarding health care experiences, social and economic circumstances, prob-
lems with care, and sources of care could help guide insurance coverage poli-
cies that are sensitive to the diverse needs of minority populations.”  n
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