
When Nela Gibbons, a
senior policy analyst with
the South Carolina

Department of Health and
Environmental Control, wanted to
show officials in Aiken County how
to boost local welfare-to-work efforts,
she showed them a map of the
county’s bus routes. On the same
map, she illustrated the location of
the county’s employable welfare
clients and childcare facilities.

With a speed not generally associ-
ated with governmental deliberations,
officials in this upland county of

about 132,000 people decided to
move the bus routes closer to the peo-
ple most likely to need the service.

“They could see the bus line did
not go where any of our clients were.
It made it a very easy decision,” says
Ms. Gibbons.

Research into the placement of bus
lines is only a modest example of
South Carolina’s growing analytic
capability. The state has built huge
data warehouses for hospital inpatient,
outpatient, and emergency depart-
ment data, as well as home health

Wisconsin has joined a
handful of states using an
expansion of Medicaid to

cover otherwise ineligible parents as
part of the state’s health insurance
program for poor children. And what
began as a trickle could become a tor-
rent if other states opt to take the
same path.

The expansion of BadgerCare,
Wisconsin’s version of the federal
Children’s Health Insurance Program
(CHIP), was approved by the Health
Care Financing Administration
(HCFA) in late January and incorpo-
rates a Section 1115 waiver for

Medicaid benefits for the parents.
BadgerCare is slated to cover an addi-
tional 23,000 children by October
2000, an almost 18-fold increase over
the original’s plan’s projections of
1,300 children by the same date.
Some 22,300 parents of children will
be offered Medicaid coverage under
the waiver.

Coverage for parents has traveled a
rocky road in Wisconsin, as state offi-
cials were wary of extending coverage
to parents under an “entitlement”
program such as Medicaid and
HCFA saw no latitude to extend cov-
erage to parents under CHIP. The

compromise that resolved the impasse
is an enrollment trigger for
BadgerCare. If enrollment appears
likely to exceed what state officials
had projected, they will be able to
lower the income threshold for new
applicants, but existing BadgerCare
enrollees would be allowed to con-
tinue in the program.

“I think that kind of grandfather-
ing provision was very important for
us,” says Angela Dombrowicki, direc-
tor of the bureau of managed care
within the state’s department of
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health and family services. “It gave
the state of Wisconsin the certainty it
needed that BadgerCare wasn’t an
entitlement.”

Wisconsin program managers
turned to a Medicaid expansion for
parents when they were blocked from
using the conventional CHIP route.
“There was no way that we were to 
be able to cover families in the way
we wanted, as expansive as we
wanted, under CHIP,” says Ms.
Dombrowicki. “That was very clear.”

BadgerCare also contains provi-
sions that address crowdout—the
threat that CHIP will supplant pri-
vate health insurance. As required by
federal law, the CHIP component of
BadgerCare will not be available to
those with private health insurance.
Additionally, anyone with private
health insurance in the previous three
months or whose employer would
pay at least 80% of the cost of family
coverage is ineligible for the program.

BadgerCare allows Wisconsin to
supplement the cost of private health
insurance, but the provisions are so
strict that state officials expect very
few people to take advantage of the
option. Following federal direction,
Wisconsin is requiring that the
employer pay 60% to 80% of the
premium, that the family not be cov-
ered by an employer-sponsored plan
in the previous six months, and that
covering the entire family through

this option is more cost-effective than
covering children alone through
CHIP.

The number of people expected to
take advantage of the employer sub-
sidy is so small that state officials have
not estimated the size of this group
separately from the total number of
parents expected to enroll in
BadgerCare.

Outreach efforts described in the
plan amendment are expected to
reach an additional 7,300 children
currently eligible but not yet enrolled
in Medicaid.

The first phase of Wisconsin’s plan
was approved in May 1998, but under
state law, BadgerCare implementation
could not begin until approval of the
second phase. State officials will begin
in April to enroll an estimated 2,000
teen-agers 15 to 18 years old in fami-
lies with incomes of up to 100% of
the federal poverty level, which is
$16,450 for a family of four.

The expansion will include all
remaining children in families with
incomes of up to 185% of poverty
who are not currently covered by
Medicaid. Once a family is enrolled,
it can remain in the program until its
income reaches 200% of poverty.

A provision in the plan to cut off
eligibility at 185% of poverty but
allow existing enrollees to remain
beyond that threshold is designed to
protect families with incomes that
fluctuate a little, Ms. Dombrowicki
says.

Wisconsin, like all states with
CHIP plans, will receive federal
matching funds only for actual
expenditures to insure children.
Wisconsin is eligible to receive as
much as $38 million in new funds for
fiscal year 1998. The BadgerCare
benefit package will be the existing
state Medicaid package. Families with
incomes above 150% of poverty will
pay a premium of 3.5% of annual
income.

With the expansion for parents,
Wisconsin becomes one of a handful

of states that have broadened
Medicaid to previously ineligible par-
ents of covered children. Jocelyn
Guyer, a policy analyst with the
Urban Institute in Washington, DC,
notes that Wisconsin’s Section 1115
was sought, in part, to allow the state
to implement provisions addressing
crowdout and is not necessary simply
to expand eligibility.

Ms. Guyer notes that Rhode Island
and the District of Columbia recently
have used state plan amendments to
expand Medicaid coverage of parents
of enrolled children, Rhode Island to
185% of poverty and the District of
Columbia to 200% of the poverty
level. (See story on expanding coverage
without waivers, State Health Watch,
October 1998, p. 1.)

Such Medicaid expansions without
waivers are made possible by complex
and largely obscure provisions of the
welfare reform legislation, says Ms.
Guyer. “I really think a lot of states
haven’t focused on this. We think it’s
starting to get out there a little bit,”
she says.

Contact Ms. Guyer at (202) 408-
1080. The Urban Institute report,
“Employed But Not Insured, A State-
by-State Analysis of the Number of
Low-Income Working Parents Who
Lack Health Insurance,” by Ms. Guyer
and Cindy Mann, is available on the 
World Wide Web at www.cbpp.org/
2-9-99mcaid.htm.  ■
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information. Physician data is next on
the list. (For more information on how
states are building data warehouses, see
related stories, pp. 4 - 6.)

The heart of South Carolina’s data
integration efforts is a $1 million,
three-year project to enhance the
U.S. Census TIGER map files that
describe the state. As of 1997, the
second year of the project, addressing
and geocoding had been completed
in counties serving about 58% of the
state’s 3.7 million people. Most of the
addressing information comes from
concurrent efforts to expand E-911
service throughout South Carolina.
All but two South Carolina’s 46
counties have or are in the process of
implementing E-911.

A TIGER in the tank
The database and mapping link-

ages have been used in South
Carolina to explore everything from
violent crime patterns to the shop-
ping habits of African-American
heart patients. A recent initiative in
Florence linked the vast array of
medical and social services provided
to Healthy Start clients and plotted
the location of birth outcomes.
Widely varying rates of so-called
“problem babies” in adjacent neigh-
borhoods prompted further investi-
gation. Because state officials were
able to so clearly define the problem
and craft their questions, community
residents readily identified what set
apart the neighborhoods that pro-
duced good birth outcomes.

Contact Ms. Gibbons at (803)
898-3319 and Mr. Bailey at (803)
734-3818. Detailed information 
on the project can be found at
www.orss.state.sc.us/, the home page of
the Office of Research and Statistics
within the South Carolina Budget and
Control Board.  ■
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Medicaid managed care data give Oregon
opportunities to collaborate with public health

With more than 85% of
their Medicaid population
served by a managed care

plan, Oregon officials knew they
would face more than the normal
hurdles in trying to integrate medical
assistance data with public health
information. The first task would be a
painstaking audit to verify the accu-
racy and completeness of the
encounter data required from man-
aged care plans.

“It took a while,” concedes Joan
Kapowich, manager of the analysis
and evaluation unit in the state’s
Office of Medical Assistance.

But it was worth the time and
trouble. An audit of encounter data
collected during 1996 and early 1997
turned up workable results—a 74%
accuracy rate in diagnosis coding and
a 32% percent data omission rate.

“And we know the data has gotten
more complete since,” says Ms.
Kapowich.

The state of Oregon is in the sec-
ond year of a five-year data develop-
ment grant from the Centers for
Disease Control and Prevention.
With approximately $250,000 annu-
ally, the state’s Medicaid and public
health agencies are exploring how to
integrate Medicaid program data with
information available from various
public health programs for health
policy purposes.

Public health officials are hoping
Medicaid encounter data will allow
them to improve prevention and
other public health interventions in
three priority areas: diabetes, tobacco
use, and childhood immunizations.
In addition, timely and accurate
encounter data will allow public
health officials to use Medicaid
enrollees as a sentinel population for
tracking the effects of managed care

on the population as a whole. The
demographics of Oregon’s Medicaid
clients makes the group well-suited
for the purpose. During a given year,
one in seven of Oregon’s residents
uses the Medicaid system, and eligi-
bility extends to populations beyond
the traditional mothers and babies.

Early in the project, a newspaper
reporter unwittingly gave state health
officials a lesson in the importance
and difficulties of linking Medicaid
and public health data. To calculate
the percentage of abortions funded by
the state’s Medicaid program, the
reporter divided Medicaid’s count of
abortions by public health’s surveil-
lance data on the total number of
procedures.

The published percentage was twice
as large as the intuitive estimate among
health care providers and officials.

“We had a management meeting
that same day,” says Jennifer
Woodward, who manages the data
project within the Department of
Health. The meeting kicked off a
three-month effort to uncover and
correct the Medicaid procedures that
resulted in the overcount.

Not quite bosom buddies
Before the first data-sharing pro-

grams could even get under way, offi-
cials from public health and Medicaid
spent time getting to know one
another.

“You’d think we were bosom bud-
dies. We’re not quite,” says Ms.
Kapowich. Differences in culture,
work styles, philosophies, and even
language had to be ironed out before
the two departments could fashion
cooperative health interventions.
After a year laying the groundwork,
the state agencies now are developing
initiatives that will look at diabetes

Get the picture continued from page 1
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care and services and maternal and
child health.

Even beyond the scope of the
CDC project, state officials are seeing
a halo effect from the cooperative
arrangement. When the Department
of Public Health found that
Oregonians on Medicaid smoke at a
rate roughly double that of the state’s
population as a whole—44% vs.
22%—it sparked a smoking inter-
vention initiative between the
Medicaid program and its 24 medical
and dental managed care contractors.

Contact Ms. Kapowich at (503)
945-6500 and Ms. Woodward at
(503) 731-4124.  ■

MICA system lets Missouri residents unearth
state’s treasure trove of community health data

What is the leading cause of
death for your home
county? Is the age-adjusted

death rate for this condition signifi-
cantly different from the statewide
rate? How often are people from your
county hospitalized for this disease?

If your county happens to be in
Missouri, the answers to these ques-
tions are literally at your fingertips.

Public health officials there late last
year began to roll out a Web page that
allows residents to query a vast array
of public health and facility data
about the Show-Me state. In less time
than it takes State Health Watch to
describe the process, answering these
questions is possible for virtually any-
one with Internet access.

“What we’re really focusing on is
getting data out to the communities so
that they will have it available for com-
munity assessment,” says Garland
Land, director of the state’s Center for
Health Information and Management.

The state’s data dissemination
efforts focus on state and county pro-
files and on an interactive system
called Missouri Information for
Community Assessment (MICA).
Mr. Land says expanded public access
to health data stems from an effort by
state governments and the state’s hos-
pitals to encourage local health needs
assessments.

In 1995, the Missouri Hospital
Association contracted with Andersen
Consulting to develop a planning
tool kit dubbed Community Health
Assistance Resource Team. The state
Department of Health later required
local health departments to perform
health assessments and made available
up to $10,000 per county for that
purpose. While not all of Missouri’s
114 counties conducted the assess-
ment the same way, the process did

expand the grass-roots awareness of
the process and particulars of health
planning.

The Missouri Hospital Association
currently is in the second year of a
five-year program to fund interven-
tion projects based on the results of
the local assessments. The contract
funds, approximately $250,000 in
the first year and $400,000 for subse-
quent years, are administered by the
state Department of Health.

Project areas among the 1999 pro-
posals include substance abuse among
adolescents, the use of resource moth-
ers for pregnant teen-agers, and inten-
sive housing and health education
interventions for the elderly, says Doris
Boeckman, a community interventions
specialist with the state Department of
Health. She credits a “very strong” rela-
tionship between the hospital associa-
tion and state officials in executing
what has become a national model in
community health assessments.

No more paper chase
“We wanted to make sure data was

easily available to the communities so
that the assessment process was as easy
as possible,” says Mr. Land. He says
the state’s on-line initiative replaces a
“pretty cumbersome” paper-based
process for responding to residents’
requests for health data. “If you didn’t
give the data to them exactly the way
they wanted, they’d have to make a
special data request and it might take
a few weeks to get it to them.”

The county-specific profiles pro-
vide information on morbidity and
mortality, use of health services, the
availability of health care resources,
and several other public health mea-
sures. For data wonks, the page
includes hot links to definitions of the
causes of death and descriptions of
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Georgia blocks Atlanta’s
suit against gun makers

ATLANTA—Georgia officials
are moving to prevent the city of
Atlanta from suing gun manufac-
turers for damages associated
with gun-related violence. Gov.
Roy Barnes in mid-February
signed a bill that derails all pend-
ing gun litigation by Georgia
cities, as well as any in the future.

James Baker, director of the
National Rifle Association’s lob-
bying arm, says the next stop is
Louisiana, where the organiza-
tion plans to have a bill filed the
first day the state Legislature
opens in March in response to a
suit by the city of New Orleans.

Atlanta has a suit pending in
state court against the gun indus-
try. Atlanta Mayor Bill Campbell
is vowing to fight the measure
and predicts it will be overturned
as unconstitutional. Similar suits
also have been filed by city gov-
ernments in Miami, Chicago,
and Bridgeport, CT.

—The New York Times, Feb. 9;
Atlanta Journal/Constitution, Feb.
10.



the technicalities of age adjustment.
The explanations are unobtrusive,
though, and a background in epi-
demiology is not necessary to inter-
pret the data.

MICA allows a user to create a
specialized report on seven different
categories of health data, including
vital statistics and hospital discharges.

The information on hospital dis-
charges is a subset of the patient-spe-
cific UB-92 data collected by the
state as a condition of hospital licen-
sure. Hospital data in the MICA sys-
tem are oriented toward public health
and do not include items such as
payer, patient origin and destination,
and charges. 

Niche for hospital association
State statutes limit the level of

detail the Department of Health can
release, either by special request or on
the Web. For its members, the
Missouri Hospital Association will
continue to make available detailed
hospital discharge information and
specialized reports through a sub-
sidiary, the Hospital Information
Data Institute.

Two full-time analysts in the state
Department of Health maintain the
system, drawing on ad hoc assistance
as needed. The project was jump-
started by a grant from the Centers
for Disease Control and Prevention.

Steve Wenger, director of market
research and population health at
Heartland Health System in St.
Joseph, is a member of a committee
that advises the state on how the data
system should be developed. Mr.
Wenger says the “exciting piece” of
the project is putting the data in the
hands of community health advocates
with whom he works. “I’m trying to
be an ambassador, and more and
more people are using it,” he says.

Contact Mr. Land at (573) 751-
6272 and Ms. Boeckman at (573)
751-6412.  ■

March 1999 State Health Watch 5

When energy producers
challenged North Dakota’s
ambient air quality stan-

dards a few years ago, the state’s pub-
lic health infrastructure had a
response. By linking air quality data
to health insurance claims data, pub-
lic health officials were able to show a
connection between poor air quality
and increased demand for asthma
care. Though the statistical correla-
tion was too small to have immediate
practical significance, it put public
health officials on their guard.

“It was the feeling of the depart-
ment that this finding alone was
enough to at least provide a founda-
tion for a continuing survey of these
people,” says Alana Knudson-Buresh,
PhD, chief of the preventive health
section of the state’s Department of
Health.

Projects like the asthma analysis are
possible because of North Dakota’s
unique demographic circumstances
and extraordinary commitment to
sophisticated data analysis. Since
1987, the state’s public health depart-
ments have had the statutory author-
ity to collect from payers inpatient
and similar data collected on what
was then the UB-82 form. In 1991,
the scope of the law was expanded to
cover physician data such as that col-
lected on Health Care Financing
Administration 1500 forms.

Collection of data from private
payers is easier in North Dakota than
it would be in most other states. The
population is small, about 640,000,
and one insurer—Blue Cross Blue
Shield of North Dakota—claims to
cover 75% of the state’s privately
insured population, or about 370,000
people. As Ms. Knudson puts it,
“Blue Cross Blue Shield has the state
wired.”

The limitations of claims-based
analyses became apparent, though,
when officials looked at the asthma
data by age and payer. Residents
younger than 65 seemed to use
asthma services at a rate much lower
than could be explained by age alone,
prompting follow-up interviews with
physicians around the state.

“One of the things we learned
from our providers in North
Dakota—which I don’t think is very
different from what you’d find in
other parts of the country—is that
health care providers are less likely to
provide an asthma diagnosis for
someone under 65 because of the
potential of having a pre-existing con-
dition,” says Ms. Knudson-Buresh.

“No matter what we looked at, we
always had higher prevalence rates
among the under-65 as well as less
intensive services used by that popu-
lation.”

When bronchitis and emphysema
were analyzed with asthma to pro-
duce a combined prevalence rate for
the three conditions, the difference
between younger and older residents
shrank dramatically.

The other challenge of claims-
based analysis was and continues to
be finding a way to capture data
about the uninsured. While state offi-
cials are confident they can work out
arrangements under which the insur-
ers collect and process the informa-
tion, they are far less sanguine about
their chances of getting physicians to
fill out a “dummy” claims form that
doesn’t result in any reimbursement.

Nevertheless, North Dakota offi-
cials have been able, with the help of
Ann Arbor, MI-based MedStat, to
construct a data warehouse that can
address a staggering array of health
policy questions. For example, they

North Dakota officials use data warehouse 
to analyze environmental health policy
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Three federal agencies recently released a model
data-sharing agreement describing how far states
can and can’t go in sharing Medicaid, public

health, and other types of information. The move is
part of the federal government’s push for state Medicaid
programs to expand their role beyond claims payers to
being data-driven, outcomes-oriented advocates for
their beneficiaries.

To help the cause, the federal government is willing
to free up existing categorical funding for health care
programming. States that follow the government’s rec-
ommendations for “mission oriented” programs stand
the best chance of seeing their grants funded.

The obstacles to combining Medicaid data with
information from other health agencies are legion and
long-standing. Government officials face regulatory
hurdles, real and imagined, from laws and regulations
that protect the confidentiality of patient-specific data.
Linking databases is a technically complex task that
depends upon the presence of a common field, usually
a unique patient identifier. Turf battles over the use of
data can sabotage even the best-crafted and worthwhile
projects.

An initiative from the Health Care Financing
Administration (HCFA), which administers the
Medicaid program, and the Health Services Research
Administration and the Centers for Disease Control
and Prevention, which oversee many of the nation’s key
public health initiatives, provides a map for state agen-
cies on that rocky road to collaboration.

“Frankly, in HCFA, we have been urging the states
to move into more of a public health mode in manag-
ing the Medicaid program,” says Stanley Nachimson, a
technical director in the data and systems group within
HCFA’s Center for State and Medicaid Operations.

“It’s not just paying claims, enrolling beneficiaries,
and enrolling providers. It’s making sure they’re getting
quality health care and value for their dollars, especially
in contracting with managed care plans.”

The model agreement focuses on the statutory and
administrative constraints involved in sharing Medicaid
data. “Those were probably the strictest,” says Mr.
Nachimson.

Patient-level Medicaid data can be released outside a
Medicaid agency only “for the direct benefit of
Medicaid beneficiaries,” explains Mr. Nachimson, but
that restriction still allows matching of Medicaid data
with information from other programs. State officials
who want to link Medicaid information with other
types of information can give the data to the Medicaid
agency to complete the analysis.

“There’s some misunderstanding about what the
barriers are. People will say, ‘I’m just not permitted to
share my data and that’s it.’ It isn’t quite that strict,” Mr.
Nachimson says.

Summary data describing Medicaid utilization
always has been allowed to be shared with other agen-
cies without fear of violating Medicaid confidentiality
restrictions, Mr. Nachimson points out.

To encourage data-sharing projects, the federal gov-
ernment is freeing up existing categorical funding for
that purpose. The goals of successful proposals will
address “resource-oriented improvements,” i.e., those
that save time, money, or personnel resources. The
guide to the grant proposals recommends that projects
address “mission-oriented” areas such as the following:

• improvements in prevention effectiveness;
• improvements in public health practice;
• improved service to customers;
• timeliness of processes;
• quality of information;
• improvements in public health research;
• responsiveness to information needs.
The next task in the federal collaboration is to iden-

tify and analyze a small number of successful data-
sharing programs to use as models throughout the
country.

Contact Mr. Nachimson at (410) 786-6153. ■

Federal agencies encourage data-sharing with model agreement, program funding

learned that, after mental conditions,
the most common reason for hospi-
talization of children with an outpa-
tient diagnosis of attention
deficit-hyperactivity disorder
(ADHD) is alcohol and drug abuse.
ADHD children with Medicaid cov-
erage were found to be far more likely

to be hospitalized than privately
insured children with the same diag-
nosis, a difference that the state and
Blue Cross Blue Shield still are inves-
tigating. Because the financial data
describe the amount paid, as opposed
to merely charges, officials are able to
estimate the costs associated with

ADHD for public or private payers.
Still, North Dakota does not cap-

ture the entire range of claims data
available. An early goal of integrating
workers’ compensation information
into the data warehouse still eludes
state officials. Ms. Knudson-Buresh
says she would love to be able to test
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whether workers’ comp pays more for
a given condition than other insurers.

In the meantime, the data ware-
house is serving as Medicaid’s deci-
sion support system and is being
prepared for use in additional health
policy analyses. The North Dakota
Lignite Energy Council, which state
health officials had challenged with
their data on air quality and health,
has proposed to fund further research
in the field.

Contact Ms. Knudson-Buresh at
(701) 328-2493.  ■
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Maryland hospital rate-setting commission plans
to reduce rates by 6% despite hospital opposition

AMaryland commission plans 
to use its statutory authority 
to cut hospital rates by an aver-

age of 6% over the next three years
despite opposition from hospitals,
which claim the cuts could force thou-
sands of workers out of jobs, diminish
access to health care, and affect the
quality of care. If the commission
sticks to its proposal, the reduced rates
could go into effect April 1.

Calling the plan “totally unaccept-
able,” Calvin M. Pierson, president of
the Maryland Hospital Association
(MHA), recently offered a counter-
proposal to freeze rates for one year.

In 1998, 17 of Maryland’s 50 hos-
pitals lost money, up from 10 in the
previous year. According to Mr.
Pierson, the rate cuts would “dramati-
cally accelerate this alarming trend.”
MHA estimates the proposed rate
cuts would cost hospitals between
$150 million and  $200 million a
year. The state commission’s estimate
is less—about $100 million.

Mr. Pierson says the reduction
would reduce the reimbursement of a
hospital stay to 3% below the
national average.

“If the goal is to provide all
Marylanders with access to some of
the finest hospital care in the nation,
is it reasonable to expect that hospi-
tals can deliver superior care at costs
that are below the national average?”
Mr. Pierson asks.

While the MHA agrees that hospi-
tal costs must be contained, Mr.
Pierson argues that “more rational,
realistic benchmarks are needed by
which costs at Maryland hospitals are
judged.” He says a one-year rate freeze
would save money and give all parties
involved more time to hammer out a
solution to rising hospital costs.

Under state law, Maryland’s Health
Services Cost Review Commission is
authorized to set or cut hospital rates
for all insurance companies and

Medicare and Medicaid without the
approval of the state legislature or any
other governmental body.

Maryland is the only state that regu-
lates hospital rates directly, rather than
letting competitive market forces deter-
mine their fees. The hospitals’ rising
rates present two major problems for
the state’s health care system. The state
was granted a waiver in 1977 from fed-
eral Medicare and Medicaid hospital
reimbursement rates set by the federal
Health Care Financing Administration
(HCFA). This means HCFA uses the
state’s rates to pay Maryland hospitals.
To retain that waiver, annual Medicare
and Medicaid payments to Maryland
must be lower than what they would
be under the federal rate-setting system.
If Maryland’s hospital costs continue to
rise above the national average, the state
will lose its waiver, says Robert Murray,
the commission’s executive director.

Despite pressure from the hospi-
tals, it is unlikely that the commission
will back away from its proposal
when it meets next month, says Mr.
Murray. “The commission is going to
insist on not just freezing rates but
reducing them,” he warns.
Furthermore, these reductions may
be realized by revamping the entire
rate-setting system, he says.

The commission will consider cut-
ting aggregate hospital rates by 1% in
April and an additional 5% by 2001.

Hospitals with particularly high
costs could undergo cuts of up to
15% to bring them in line with the
national average, Mr. Murray says.

Mr. Murray agrees that the rate
cuts would be severe, but argues they
are necessary because hospital costs in
Maryland have risen to about 3%
above the national average and are
continuing to increase. Since 1992,
hospital costs in the state have grown
faster than the national rate, Mr.
Murray says.

The commission has previously

PPrraacc tt ii ccaall   MMaagg ii cc

Grants are available 
to study insurance 
for low-income children

WASHINGTON, DC—
Funding for research into how to
improve health care systems for
low-income children is available
from the federal Agency for
Health Care Policy and Research
and the David and Lucile
Packard Foundation.

Applications are due April 22.
The project is expected to award
approximately $6 million over
three years, with $2 million
going to five to eight projects in
the first year. The program is tar-
geting how features of insurance
programs and the organization
of health care systems affect
health care for poor children.
Applications can take one or
both of two different forms:
enrollee-based studies that look
at the impact of insurance pro-
grams, and community-based
studies that examine the effect of
a community's health care sys-
tem and the children it serves.

Additional information is
available from AHCPR at (301)
594-6381.

—AHCPR release, Jan. 20.
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attempted to ratchet down hospital
rates, but hospitals have exploited a
gap in the scope of the regulatory sys-
tem, Mr. Murray says. Hospitals have
responded to lower rates, which are
for a given unit of time or service pro-
vided, by increasing the volume of

service provided, he says. Instead of
doing one lab test at a rate of $50, for
example, a hospital will do two for
the same patient.

“We control the price per unit, but
we don’t have direct control over the
number of units used. The hospitals

have gamed the system to try to keep
price per case high,” he says.

To close the gap, the commission
will consider regulating costs per
patient case. Cost targets would be set
for each hospital on a per case basis. If
a hospital exceeds the per case
amount, then the commission could
lower the hospital’s unit rate. “If a
hospital did not meet our targets, we
could just hammer it on unit rates
until costs fell,” Mr. Murray says.

Allowing higher hospital costs
would build “a strong argument that
our payment system is not as effective
as a nonregulated system,” he says.
The alternative to rate regulation, dis-
mantling the state’s regulatory system,
would create a “social and legislative
nightmare,” says Mr. Murray.

He claims a market system for set-
ting hospital charges would allow fees
to shoot up “a hundred percent
overnight,” with a disproportionate
share of the burden shifted to small
employers and insurers. Larger insur-
ance companies and health mainte-
nance organizations, by comparison,
would have the clout to negotiate dis-
counted hospital fees, he says.

Mr. Murray says another disadvan-
tage of deregulated hospital rates is
that the state would lose its current
mechanism for financing more than
$400 million annually in charity care
and bad debt for the state’s 4 million
residents under the age of 65 who do
not have insurance. Currently, the
state sets hospital rates high enough
to cover the costs of uninsured resi-
dents. This is particularly important
in Maryland because none of the
state’s hospitals is a public one that
can be legally charged with the
responsibility of providing free care
for indigent persons.

In an unregulated system, it is
unlikely that private hospitals would
provide uncompensated care, Mr.
Murray says.

Contact Mr. Murray at (410) 764-
2605 and Mr. Pierson at (410) 321-
6200.  ■

ST. LOUIS—A court official is
challenging a proposal that would
create the state’s largest health care
foundation from the dissolution of
Blue Cross and Blue Shield of
Missouri.

Special master Robert G. Russell
has asked the Cole County Circuit
Court to reopen a proposed settle-
ment negotiated last year between
Blue Cross, the Missouri Attorney
General’s office, and the Missouri
Insurance Department.

Under the proposed settlement,
the foundation will not realize the
full value of Blue Cross, Mr. Russell
said. The proposal calls for the
foundation to be funded with 15
million shares of stock of
RightChoice Managed Care Inc., a
for-profit company that Blue Cross
created in 1994, and $175,000 in
cash. Blue Cross and Blue Shield of
Missouri and its for-profit sub-
sidiary, RightCHOICE Managed
Care, are the largest providers of
health care benefits in Missouri,
serving almost 2 million members.
The remaining 20% of the new
RightCHOICE stock would con-
tinue to be owned by the public
shareholders of RightCHOICE.
The foundation would liquidate
most of its shares of RightCHOICE
stock under a divestiture plan over a
period of time not to exceed five
years. The proceeds would be used
for health care purposes. 

Restrictions on the shares

amounted to the corporate equiva-
lent of “death by a thousand cuts”
and would reduce their value, Mr.
Russell said. He called for involve-
ment of public interest groups in
the reopened negotiations, an invi-
tation quickly accepted by the chair
of the Missouri Consumer Health
Watch Coalition. The coalition led
consumer protests in 1994 when
Blue Cross put most of its assets
into for-profit RightCHOICE. The
conversion later was challenged by
state officials and declared illegal by
Cole County Circuit Judge
Thomas J. Brown III.

The Missouri Attorney General
and counsel for RightChoice both
decried Mr. Russell’s recommenda-
tion and urged a quick approval of
the settlement.

“I want the case to be over and
health care to continue to be pro-
vided to kids who wake up hungry
and sick. With this decision, we’re
going to send a bunch of lawyers
back into another room with cor-
porate types and then we’ll all go
back into the courtroom,” Mr.
Nixon said.

The parties to the case have 30
days to respond to the report, after
which Mr. Brown may hold a hear-
ing.

—St. Louis Post-Dispatch, Feb 5,
Feb. 11; Blue Cross and Blue Shield
release, Feb. 5. See State Health
Watch  story on conversions,
December 1998, p. 3.  ■

Update

Court official challenges plan to create 
foundation from dissolution of Missouri Blues
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Missouri tries capitated payment system 
for children with behavioral health needs

Children troubled by behavior
and psychological problems
rarely are served by a seamless

public/private continuum of care.
“Bounced” is the word most com-
monly used to describe how they
move between programs.

Missouri state officials are kicking
off a program designed to change
that.

The program in eastern and central
Missouri integrates the financing and
delivery of community and home-
based services for children with severe
behavioral health needs. For a capi-
tated rate of $3,199 per child per
month, a care management organiza-
tion will assume responsibility for ser-
vices the children now receive
through six different divisions of state
government.

The targets for the project are the
most severely disturbed of the 96,000
Missouri children in out-of-home res-
idential settings. An estimated 15%
of these children consume about 85%
of the services provided to this popu-
lation by the Departments of Mental
Health and Social Services.

“These are children with very com-
plex needs across multiple systems,”
says project director Lisa Clements,
PhD. “Our attempt is to increase the
opportunity for children to live in
their own home and communities.”

Officials are extremely cautious 
in implementing the Missouri
Interdepartmental Initiative for
Children with Severe Needs. No
more than 10 children per month
will be enrolled, and the program will
be capped at 1,000 participants. 

“It’s a slow roll-out,” acknowledges
Ms. Clements. “We really want to
assure that the community-based sys-
tem necessary to serve these children
actually is developed.”

About 60% of Missouri’s children

live in one of the initiative’s two
regions, the first encompassing St.
Louis and four surrounding counties
and the second comprising 17 counties
in the central part of the state. While
Medicaid eligibility does not affect a
child’s enrollment in the initiative, the
project boundaries coincide with those
of Missouri’s Medicaid managed care
rollout, thus facilitating coordination
between the two programs. Regions in
the initiative cross the boundaries of the
state’s service delivery system but do
follow the boundaries of Missouri’s
judicial circuits. 

Children eligible for the program
must live in one of the target coun-
ties, have serious behavioral health
needs, and be at risk of out-of-home
placement. The eligible age ranges
from 4 through 21, although services
will not be initiated after a child’s
18th birthday. The decision regarding
which children are routed to the pro-
ject is made by interdisciplinary
“interagency teams.”

State divisions chip in funds
Money for the program comes on

a pro rata basis from each of the state
divisions serving emotionally dis-
turbed children: mental health, com-
prehensive psychiatric services, mental
retardation and developmental dis-
abilities, and alcohol and drug abuse.
Ms. Clements realizes that the project
has yet to prove itself and confront
some of the agencies’ natural protec-
tiveness toward their clients.

“It’s sort of a wait-and-see,” she
says. “Though the commitments have
been made and the departments cer-
tainly have been quite supportive, the
verdict is still out on how the system
responds to children and families rep-
resented by various stakeholders.”

The capitation rate is set to make
the project budget-neutral, although

state officials assumed that the site of
services would shift dramatically from
out-of-home residential settings to
less intensive settings, including a
child’s family home.

State officials have contracted for
care management with the Missouri
Alliance for Children and Families, a
for-profit limited liability corpora-
tion created in July 1998 by 10 com-
munity and residential care providers
throughout the state. The alliance is
responsible for organizing the net-
work of providers and hiring care
managers—Ms. Clements calls them
the “backbone” of the system—to
direct the delivery of services. The
40-month care management con-
tract allows for four months of plan-
ning and 36 months of service
delivery.

When the request for care manage-
ment proposals was released in mid-
1998, the alliance was the only
respondent. Although state officials
were able to negotiate successfully
with the alliance, they are hoping for
a more competitive process when
they release another request for pro-
posals to increase the capacity of the
project at some future time. State offi-
cials haven’t ruled out helping with
the development of additional care
management organizations.

“We don’t know if they’re just not
developed or because of something
else. We don’t really know what the
issues are,” says Ms. Clements.

“We think there are different care
management organizations with dif-
ferent provider networks with differ-
ent areas of expertise,” she says. “We
want to make those options available
to the interagency teams when they
make the referrals in and to families
to actually choose them.”

Contact Ms. Clements at (573) 751-
8215. ■
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To C or not to C: Study reopens debate 
on practice guidelines for cesarean sections

Practice guidelines, consumer
education, professional feed-
back—the verdict is still out on

the best way to ensure positive out-
comes and that difficult-to-define
“right rate” for cesarean sections.

In Florida, for example, officials
are defending their legislatively man-
dated guidelines for cesarean section
deliveries in light of a Jan. 7, 1999,
New England Journal of Medicine arti-
cle calling the practice into question. 

“The guidelines are flexible
enough for the doctor to use medical
judgment regarding medical need,”
says Kim Shafer, an economic analyst
with the state’s Agency for Health
Care Administration.

The New England Journal of
Medicine article, appearing in the
Journal’s “Sounding Board” section,
contends the Healthy People 2000
goal of reducing the nation’s cesarean
rate to 15% from the 1995 rate of
21% “may have a detrimental effect
on maternal and infant health.”

“There is no evidence to support
this target,” write four Boston
researchers associated with Beth Israel
Deaconess Medical Center and
Massachusetts General Hospital.
“Setting a target rate is an authoritar-
ian approach to health care delivery.”

Bolstering the authors’ argument is
a spring 1997 analysis concluding
that Florida’s guidelines “did not
accelerate the consistent but gradual
downward trend in cesarean births
which had already been evident in the
three prior years.

“[M]ere dissemination of practice
guidelines by a state agency may not
achieve either the magnitude or the
specificity of the results desired without
an explicit guideline implementation
program,” wrote the authors of the
analysis, published in the Spring 1997
issue of the American Journal of Medical
Quality. The University of South

Florida researchers noted that the date
of guideline implementation in Florida
“was not related to any systematic
changes in the observed cesarean sec-
tion rates” among Florida hospitals.

Florida law implemented in 1992
required the state to develop practice
parameters that address, at a mini-
mum, the feasibility of attempting a
vaginal delivery for each patient with a
prior cesarean section; dystocia, includ-
ing arrested dilation and prolonged
deceleration phase; fetal distress; and
fetal malposition. The parameters
apply to physicians providing care paid
for by the state’s Medicaid program.

Florida legislators also mandated
that each hospital establish a peer
review board to analyze every
Medicaid cesarean, paying “particular
attention to electronic fetal monitor-
ing records, umbilical cord gas results,
and Apgar scores in determining if
the caesarean section delivery was
appropriate.” The board must con-
duct a review at least monthly and
pass along its results to the attending
physician.

Addressing a major concern of the
New England Journal of Medicine arti-
cle authors, a study of hospital deliv-
eries during the mid-1990s suggested
use of the cesarean guideline in
Florida had no “detrimental impact”
on newborn outcomes. However, the
January report from the Agency for
Health Care Administration analyzed
only negative outcomes that were

apparent at birth and did not include
those that may show up later.

Florida officials have long analyzed
how financial issues affect cesarean
rates. A study of Florida’s hospital
deliveries from 1990 to 1996 indicates
that women classified as “self-pay”—
which includes uninsured patients—
are 70% as likely as commercially
insured women to have a cesarean.

The 1992 law also gave physicians
using the guidelines an affirmative
defense in malpractice actions. There
isn’t enough data to determine
whether this provision has had the
desired effect of reducing malpractice
litigation, Ms. Shafer says.

Virginia’s approach to reducing
cesareans has been less direct, focusing
on educating the consumer about
cesareans. The state pays for a glossy,
four-color guide to obstetrical services
that lists cesarean rates by hospital and
physician for all providers in the state.
The guide, produced by the
Richmond-based nonprofit firm
Virginia Health Information (VHI)
under contract from the Virginia
Department of Health, is careful not to
say a lower rate is necessarily better and
says “a cesarean rate is just one aspect
among many to consider when evalu-
ating your physician and hospital.”

“VHI takes no position as to the
‘right’ rate of cesarean delivery,” says
Michael Lundberg, the organization’s
executive director. However, he is
heartened by a University of Missouri-
Columbia study in the Journal of the
American Medical Association showing
consumer efforts such as his can lower
cesarean rates. The study gives con-
sumer education efforts at least part of
the credit for lowering the cesarean
rate among hospitals where the proce-
dure was particularly prevalent from
31.1% in 1989 to 26.7% in 1990.

VHI’s report analyzes primary and
secondary rates separately and takes

Virginia’s data-gathering

organization takes no

position regarding what 

is the ‘right rate.’



the unusual step of using risk-adjusted
rates to compare a provider’s perfor-
mance to what would be expected.
Both strategies were recommended in
the New England Journal of Medicine
study as a way to focus attention on
true overutilization of cesarean services.

Centrally issued guidelines have
had “limited if any effect” in reducing
the rate of cesarean deliveries, con-
cludes an analysis in the January 1999
issue of Pediatrics. Author Elliot
Main, MD, contrasts the use of
guidelines with a successful program
to reduce the cesarean rate among
physicians in northern California
using “intensive outcomes feedback.”

Mr. Main, chairman of the depart-
ment of obstetrics and gynecology at
California Pacific Medical Center in
San Francisco, says mere data about
cesarean rates are unlikely to change
behavior “in the absence of recogni-
tion, praise, public accord, and private
admonishments.”

Decidedly mixed reviews
He notes that state programs to

reduce cesarean rates have had “decid-
edly mixed” results. Implementation
of “state encouraged” practice guide-
lines in Minnesota, Maryland, and
Massachusetts during the late 1980s
and early 1990s “have had variable
effects compared to the national
trends,” with none approaching the
Healthy People 2000 goal of 15%.

“C-section rates vary greatly from
country to country, from state to state,
from hospital to hospital, and from
doctor to doctor without any differ-
ence in neonatal outcome. We aren’t
talking small differences, either,” Mr.
Main tells State Health Watch.

The national increase in cesarean
rates has not produced improvements
neonatal care, he says, noting that his
study showed midwifery practices
produced low cesarean rates and good
infant outcomes.

Contact Ms. Shafer at (850) 922-
5771, Mr. Lundberg at (804) 643-5573,
and Mr. Main at (415) 750-6003.  ■
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California—p. 11
District of Columbia—p. 2
Florida—p. 10
Georgia—p. 4
Maryland—p. 7
Missouri—p. 4, 8, 9
North Dakota—p. 5

Oregon—p. 3
Pennsylvania—p. 11
Rhode Island—p. 2
South Carolina—p. 1
Tennessee—p. 12
Virginia—p. 10
Wisconsin—p. 1

Clip file / Local news from the states
This column features selected short items about state health care policy digested
from publications from around the country.

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

Pennsylvania Attorney General to investigate 
Aetna U.S. Healthcare merger proposal

HARRISBURG—The proposed merger of Aetna U.S. Healthcare and
Prudential Health Care has come under the regulatory scrutiny of the
Pennsylvania Attorney General.

“We are aware of the complaints voiced by the medical community and our
antitrust attorneys are looking at this,” says Sean P. Connolly, a spokesman for
Pennsylvania Attorney General Mike Fisher.

The union of Aetna and Prudential’s health insurance operations would bol-
ster Aetna U.S. Healthcare’s membership to 22.4 million, making it the coun-
try’s largest health insurer. Officials at Blue Bell, PA-based Aetna U.S.
Healthcare and a leading industry analyst express confidence that the transac-
tion will pass regulatory muster.

“We overlap in many markets in many states, but in no market do we create
a dominance when you look at the total number of insured lives,” says Arthur
N. Leibowitz, MD, Aetna U.S. Healthcare’s chief medical officer. 

“In this market, Aetna U.S. Healthcare is big, but Prudential isn’t,” he con-
tinued. “Prudential is large in Florida, but Aetna U.S. Healthcare is not.”

Industry analyst Kenneth S. Abramowitz similarly dismisses many providers’
concerns about the proposed merger based solely on how it would affect the
HMO market. Mr. Abramowitz, with the New York investment firm Sanford
C. Bernstein, says a more appropriate analysis would look at the market for
total covered lives, including persons enrolled in preferred provider organization
plans, traditional indemnity coverage products, and many self-funded plans. 

Shortly after the deal was announced in December, the 9,500-member
Medical Society of New Jersey urged the appropriate state and federal antitrust
authorities to review the transaction. 

“From a patient perspective, bigger is not necessarily better. While mergers
may achieve some economies of scale, New Jersey physicians are concerned
that little or no benefits are being passed along to our patients and that medical
care will get more impersonal,” says David Swee, MD, chairman of the
Medical Society’s Council on Medical Services.

Mr. Swee says the Medical Society’s concern regarding the merger does not
stem from any past or existing abuses of the system. Rather, the deal creates the
“potential to abuse,” he says.



In December the American Medical Association asked the U.S. Justice
Department to challenge the deal, calling the proposed merger anticompetitive. 

“The market power that would be created or exacerbated by this merger
would limit the choices of patients and employers, reduce competition, and
further erode the ability of physicians to make medical decisions based on sci-
ence and the medical needs of their patients, not share price,” stated AMA
executive vice president E. Ratcliffe Anderson Jr., MD, in a letter to Joel I.
Klein, head of the department’s antitrust division. 

—Philadelphia Business Journal, Feb. 8. See State Health Watch story on state
oversight of health plan mergers, February 1999, p. 7.

Tennessee governor proposes changes for TennCare
NASHVILLE—Tennessee Gov. Don Sundquist wants to curtail enroll-

ment in TennCare, the Medicaid managed care waiver program that covers a
quarter of the state’s population.

The cost of TennCare, $3.8 billion in 1998-99, is growing by $142 million a
year. In an attempt to solve the program’s financial woes, eligibility would first be
denied—at least temporarily—to uninsured adults. Adults now on TennCare
and children eligible for the program would not be affected.

The governor also has proposed scaling back the program’s benefit package
to make it “no more generous than what most Tennesseans can afford to buy
for themselves.”

Those who appear to be most affected by the proposals are high-risk and
elderly residents who opt for Medicaid in lieu of employer-based coverage or
Medicare supplement policies. The number of people on TennCare who were
previously unable to obtain health insurance because of a pre-existing medical
condition rose from 356,000 in July 1996 to 519,000 in December 1998.

If one of the goals of TennCare’s Medicaid waiver was to expand health
insurance access to groups not previously covered, the strategy seems to have
worked. The percentage of TennCare enrollees who are eligible for the pro-
gram under more restrictive, conventional Medicaid guidelines dropped from
70% in July 1996 to 60% in December 1998.

—Tennessean, Feb. 10
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