
Come hell or high water, the
nation’s federally qualified
health centers (FQHCs)

want to be compensated for the costs
of treating the nation’s growing num-
ber of uninsured.

The centers this summer are back-
ing the Safety Net Preservation Act of
1999, which requires Medicaid pro-
grams to pay them reasonable costs in
fiscal year 2000 and establishes a
Medicaid prospective payment system
(PPS) for subsequent years. The safety
net legislation would undo provisions
of the 1997 Balanced Budget Act that
chip away at the existing federal law
requiring cost-based Medicaid 

reimbursement. Under the BBA,
Medicaid payments would drop to
95% of costs for the fiscal year begin-
ning Oct. 1, 2000, 90% in 2001,
85% in 2002, and 70% in 2003.

The proposals nowhere suggest
that health centers return to cost-
based Medicaid reimbursement. “Our
friends on Capitol Hill are saying, ‘We
love you, but forget cost-based,’” says
Dan Hawkins, vice president of the
National Association of Community
Health Centers (NACHC).

Meanwhile, the centers have suc-
ceeded in getting 27 states to commit

The first round of grant money
available under a newly
restructured Medicaid behav-

ioral health program is about to flow
to mental health and substance abuse
providers in Iowa, following an excep-
tionally smooth rollout of the state’s
new plan to combine these services.

The innovative “community rein-
vestment grants” are part of an inte-
grated, restructured system for
behavioral health that Iowa officials
implemented Jan. 1. (See related
story, p. 2.) The Iowa Plan dangles
financial performance incentives and
penalties in front of its Medicaid con-
tractors and integrates mental health

and substance abuse to a degree
unprecedented in the state. “I don’t
know of any other especially success-
ful carve-out programs, other than
perhaps the Massachusetts program,
which is less venturesome than the
Iowa one,” says Jim Verdier, a
Mathematica senior fellow who
helped recommend the program’s
managed care vendor.

The Iowa Plan provides mental
health and substance abuse coverage
for about 180,000 residents, approxi-
mately 85% of those eligible for
Medicaid. Under a single contract,
Merit Behavioral Care of Iowa pro-
vides both services with about $60

million annually in Medicaid funding
and state and federal grants, or just
over $28 per member per month in
the risk-based contract. The agree-
ment is for 2½ years, with three one-
year extensions available before it
must go out again for bid.

The program is shaped by Iowa’s
extraordinary efforts to incorporate
public opinion into public programs.
As state officials considered further
integrating substance abuse and men-
tal health in the Medicaid program,
they met with providers, consumers,
and other stakeholders extensively.
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(See State Health Watch, July 1998,
p. 5.)

“The department soon learned
that this type of managed care, more
so than medical/surgical HMOs, was
going to be highly accountable,” says
Jane Gaskill, a manager in Iowa’s
Department of Human Services.  

“There are more advocates in men-
tal health, possibly [because] there are
greater needs on the part of con-
sumers and possibly [because of ] its
chronic lifelong nature. Whatever it
is, the department soon decided not
only did we want to expand our array
of services, but we also really needed
to get a better handle on what con-
sumers and providers and the public
thought would make a better mental
health program.”

The great wall
The current Iowa Plan is

descended from Iowa’s Mental Health
Access Plan, which state officials had
used since 1995 to expand commu-
nity-based services and inch toward
integration of mental health and sub-
stance abuse services. In that year, two
1915b Medicaid waivers expanded
Medicaid payment to a broad array of
previously uncovered mental health
and substance abuse services. The
state also, for the first time, put both
Medicaid and grant funds for sub-
stance abuse under a single contract.

Both waiver programs had to be
budget neutral; state officials say they
met this goal comfortably. At the
same time, the programs remained
distinct. 

“We carefully managed and moni-
tored both programs separately — we
actually had one big happy office
with a dividing half-wall. In the event
that one of them would go down by
itself, it wouldn’t take the other one
with it,” says Ms. Gaskill. 

Merit Behavioral Care, later pur-
chased by Magellan Behavioral Health,
was the contractor for the mental

health program and a subcontractor
for the substance abuse program. The
substance abuse program, as required
by the state, was led by a not-for-profit
agency. While for-profit Merit did sub-
stance abuse claims management, care
management, and reporting, Employ-
ee and Family Resources, an Iowa-
based corporation, handled oversight,
provider relations, and other manage-
ment responsibilities.

It’s telling that when state officials
awarded the 1999 contract for a sin-
gle mental health and substance abuse

provider, they felt confident enough
to allow a for-profit to apply and to
award the contract to Magellan. In a
turn of the tables, the company now
contracts with Employee and Family
Resources for the services the not-for-
profit performed under the Mental
Health Access plan.

“I’m seeing the implementation of
the Iowa Plan as being very smooth,”
says Ms. Gaskill. While neither state
officials nor the contractors are will-
ing to compare the Iowa Plan’s rollout
with Magellan’s troubled effort to
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Continued from page 1
Iowa Medicaid plants seed money

to enhance behavioral health services

Prevention services and care for those with both mental health and sub-
stance abuse problems are popular among recent “community reinvest-

ment” grant proposals in Iowa’s recently restructured Medicaid behavioral
health program.

The Iowa Plan will grant up to $600,000 to expand mental health and sub-
stance abuse services to the state’s 180,000 Medicaid behavioral health
enrollees. The funding comes from a mandatory 2.5% set-aside in the state’s
contract with its behavioral health vendor, Merit Behavioral Care of Iowa.

The $600,000 reflects contract revenues since the plan’s inception Jan. 1,
1999, through June 30. Any unspent funds, as well as any savings in the
behavioral health program as a whole, will be directed back into the commu-
nity reinvestment program. The community reinvestment program continues a
voluntary initiative undertaken by Merit when it served as Iowa’s mental health
managed care contractor.

The projects, like those during two years of community reinvestment grants
under the previous mental health managed care program, will be funded
upfront. The approach frees providers from scrounging enough money to set
up a program and worrying about utilization under a capitated program.

But the grants are only for one year. The Iowa Plan is seeking projects that
have the greatest opportunity for longevity and ongoing fee-for-service 
reimbursement.

“I believe in Iowa we will see an evolution of how we target community rein-
vestment,” says Joan Discher, chief operating officer in Merit’s West Des
Moines office. She anticipates that the program will, for example, seek out pro-
jects that incorporate the use of best practices for clearly identifiable demo-
graphic groups. In addition, she would like to see more projects that require
substance abuse and mental health providers to collaborate on how to serve
their mutual clients.

“That’s going to take a different approach than just sending out an Request
for Proposals for community reinvestment. It will take going out and working
with providers.”

A panel is reviewing the 45 proposals received in early July and hopes to
select grantees in time for implementation of the projects by this fall, Ms.
Discher said.

Contact Ms. Discher at (515) 222-5005. ■



provide for behavioral health care for
Montana Medicaid, both credit extra-
ordinary communication for the pro-
gram’s relative calm. 

“The Department of Public
Health and the Department of
Human Services always have had a
clear vision of what they wanted, and
we’ve worked hand-in-hand with
them to meet that vision,” says Joan
Discher, chief operating officer of
Merit Behavioral Care in West Des
Moines.

In addition, Iowa officials pro-
ceeded slowly and did not try to
expand the populations covered while
restructuring the program, as was the
case in Montana. In addition, Mr.
Verdier says, Iowa’s “reasonable, busi-
nesslike” approach with its contrac-
tors and providers helps assuage the
inevitable trauma that comes with
trying to tinker with entrenched
bureaucracies and clinical practices. 

“You’ve got to give anybody who
tries it credit for trying, and you’ve got
to give people in Iowa, who’ve actually
pulled it off reasonably well, an awful
lot of credit for that,” he says.

Performance counts
The state not only has a clear vision,

but is willing to put its money where
its mouth is — 10 of the program’s 60
performance standards have financial
penalties or incentives attached. In one
of the 10 standards, for example, Merit
has 72 hours to follow up with
enrollees who are referred to the hospi-
tal by the emergency department but
denied authorization. Over a three-
month period, Merit must contact at
least 85% of the enrollees who are
denied such service.

“We released an Request for
Proposals that is very specific as to our
expectations,” says Ms. Gaskill. “It’s
not just that we measure them; we sit
down and negotiate so that we all
understand what those words mean.”

Contact Ms. Gaskill at (515) 281-
5755, Ms. Discher at (515) 222-5005,
and Mr. Verdier at (202) 484-9220. ■
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Rules for HIV reporting that
both activists and public
health officials at least can live

with go into effect in Washington
state Sept. 1. Washington’s plan for
using both names and coded iden-
tifiers to track HIV-positive indi-
viduals is modeled after one
developed during the past year in
Seattle’s King County, home to
about two-thirds of the state’s
AIDS cases.

“Everything that I think was insur-
mountable, we have surmounted,”
says Jack Jourdan, director of infec-
tious disease and reproductive health
within the state’s Department of
Health. “Does it get everything I
think public health ought to have?
No. Does it get the things I think we
need to have? Yes.”

Under the rules, laboratories will
send test results to the state
Department of Health, where the
results will be sorted and distributed
to the appropriate county health
departments. Identifying information
on asymptomatic HIV-positive indi-
viduals must be destroyed after 90
days.

The new rules leave in place
Washington’s anonymous HIV-test-
ing services and in fact increase the
requirements for public health offi-
cials to notify clients about its avail-
ability. (See details of new rules, 
p. 4.)

Public health officials will continue
to pursue rule revisions that give pub-
lic health a more “proactive” role in
notifying contacts of HIV-positive
individuals, says Mr. Jourdan, who
took a lead role in developing the
unique identifier system while hold-
ing a similar position in King
County. Current mechanisms shift
too much responsibility for that task
to HIV-positive individuals or their

health care providers, he says.
AIDS activists are concerned about

expanding the role of public health in
contact tracing, but acknowledge the
current system is unlikely to remain
in place. 

“We’d be happy with that, but it’s
not going to happen,” says Karl
Swenson, policy research analyst for
the Northwest AIDS Foundation in
Seattle.

The 90-day limit for retaining the
names of HIV-positive asymptomatic
individuals makes it difficult to
describe the longevity of persons with
HIV infection or to trace HIV-posi-
tive individuals across state lines, says
Mr. Jourdan. To address the latter
problem, state officials are discussing
with local governments and other
states how to forward the names of
persons who move before the 90-day
window expires, he says.

Officials in at least one
Washington county believe the new
state rules give them the latitude to
maintain the names of HIV-positive
individuals for an indefinite period of
time. Under name-based HIV report-
ing guidelines adopted by Tacoma’s

Washington state adopts unique identifiers 
for reporting, tracking of HIV infection

“Everything that I think

was insurmountable, we

have surmounted. Does 

it get everything I think

public health ought to

have? No. Does it get the

things I think we need to

have? Yes.”

Jack Jourdan
Washington Department of Health
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Pierce County in January, public
health officials use clients’ names for
ongoing “risk reduction case manage-
ment” targeted to persons believed to
need services or to be at risk of
spreading the infection. Retaining the
names for such use is allowed under
the new rules, explains Dian Sharma,
manager of communicable disease 
for the Tacoma-Pierce County Health
Department.

‘Protracted contact’ our job
The initiative maintains and builds

upon an existing partnership under
which the local AIDS network pro-
vides psychosocial services and the
health department assumes responsi-
bilities for contact tracing, Ms.
Sharma says.

“The difference is that we’re going
to make a concerted effort now to
have protracted contact with clients
who have indicated to us that they are
not going to reduce their risky behav-
ior. That is really our job,” she
explains.

While several states are considering
the use of unique identifiers,
Maryland is apparently the only other
state using a coding system to track
HIV. Texas public health officials on
Jan. 1 returned to name-based HIV
reporting after four years of using a
unique identifier system.

“The data were not complete
enough; they weren’t reliable,” says
Sharon Melville, MD, director of
HIV/STD epidemiology within the
Texas Department of Health. For
example, public health officials
expected all new AIDS diagnoses also
to show up in the HIV tracking sys-
tem, but found in the first year only
26% of AIDS patients also had a
unique HIV identifier.

“It improved over time, but even
after three years it still was not at an
acceptable level,” Ms. Melville says.

The use of anonymous HIV test-
ing in Texas since eliminating unique
identifiers has remained within the
typical 15% to 20% of all tests, says

Ms. Melville, alleviating fears that the
use of name-based reporting would
deter people from getting tested.

Texas is still investigating changes in
the system, including the possibility of
destroying the names of HIV-positive
individuals at the state level. At the
same time, local health departments

must be able to retain the names of
HIV-positive individuals in order to
carry out surveillance and contact trac-
ing, Ms. Melville says.

Contact Mr. Swenson at (206) 860-
6247, Mr. Jourdan (360) 236-3466,
Ms. Sharma at (253) 798-6500, and
Ms. Melville at (512) 490-2545.  ■

Key features of Washington state’s
HIV reporting legislation

Confidentiality
• Local and state health department officials may not disclose name spe-

cific HIV data unless specifically required to by federal law or authorized by
written patient consent.

• Purposes for which local and state health officials are authorized to use
name-specific HIV data are the notification of persons with substantial expo-
sure, including sexual or syringe-sharing partners, referral of the infected indi-
vidual to social and health services, and linkage to other public health
databases, provided that the identity or identifying information for the HIV-
infected person is not disclosed outside of the health department.

• Public health databases do not include health professions’ licensing
records, certifications or registries, teacher certification lists, or other employ-
ment rolls or registries, or databases maintained by law enforcement officials.

• All health department employees with access to HIV-identifying informa-
tion shall be required to sign confidentiality agreements. The agreements will
be renewed at least annually and make reference to the criminal, civil, and
administrative penalties for violation of state laws regarding confidentiality.

Local health officers
• Existing rules require the local health officers to notify the principal health

care provider before initiating a case investigation by the local health depart-
ment. Under the revised rules, the local health official cannot contact the HIV-
infected person directly without considering the recommendations of the
principal health care provider on the necessity of and best means for conduct-
ing the case investigation, with two exceptions — when the principal health
care provider cannot be identified or reasonable efforts to reach the provider
over a two-week period have failed.

• Local health offices must ensure that anonymous HIV testing is “reason-
ably available.”

• Under the old rules, HIV-identifying information could be used for contact
tracing only to contact sex and injection-equipment sharing partners. The
revised rules add to acceptable contacts “persons who have experienced sub-
stantial exposure.”

• Local health officers may link HIV-identifiable information to other name-
based public health disease registries “when doing so will improve ability to
provide needed care services and counseling and disease prevention.”

• Local health officers must destroy case report identifying information on
asymptomatic people within three months of receiving a complete case
report. ■



Employer purchasing alliances
are enjoying a resurgence in
the small group market, says

the president of an independent
research group that tracks the devel-
opment of such private or quasi-gov-
ernmental entities. 

“These things that are working
tend to be private-organization based,
without a whole lot of operational
stipulations from government,” notes
Rick Curtis, president of the Institute
for Health Policy Solutions in
Washington, DC.

Choice of health plans is the impe-
tus for the development of such coali-
tions, he says, particularly as managed
care restricts choice in the private sec-
tor health insurance market. In fact,
the institute calls the alliances “con-
sumer choice purchasing groups.”

“People are realizing it’s nutty that
employees don’t have choice,” Mr.
Curtis says. “How can you be in a posi-
tion that Medicaid recipients, Medicare
recipients, federal employees, state
employees — everybody in the country
— has choice except for working
Americans who are paying for all this?”

In the last two to three years, pur-
chasing groups have come into being
in Oregon and Montana. Others are
under development in Montana and
southwest Michigan. “It’s clear this is
an approach whose time has come, I
think,” says Mr. Curtis. (See insert in
this issue of State Health Watch, and
stories in SHW December 1998 and
July 1999 issues.)

Statewide purchasing alliances such
as those in Connecticut, Florida, and
California are the exception to the
majority of pooled purchasing
arrangements — which don’t add
much in the way in choice or low cost
— concludes an analysis in the

July/August issue of Health Affairs.
Employees covered through these
quasi-governmental coalitions have a
“substantial” choice advantage over
employees in similar-size firms out-
side the coalition, says lead author
Stephen Long, a senior economist in
RAND’s office in Washington, DC. 

A choice of plans is available in
80% of the alliance employer groups
with fewer than 10 employees, but
there’s a choice of plans for only 10%
of those who participate in some
other type of pooled purchasing.
Among employers who don’t partici-
pate in any type of pooled purchasing
at all, the availability of choice drops
even further.

Going private
Since the impetus for many coali-

tions is expanding choice of health
plans, the finding is not surprising, says
Mr. Long. He notes, however, another
significant effect of coalitions: expan-
sion of the availability of managed
care. Among alliance members, 78%
with fewer than 10 employees offered
an HMO product among its choices,
but only 46% of employers in other
types of pooled arrangements did. As
with choice generally, the figure
dropped even further for employers in
no type of pooled purchasing at all.

Successful development of
employer-based purchasing alliances
has been shifting to the private sector,
sometimes by design, Mr. Curtis says.
For example, the Pacific Business
Group on Health (PBGH) as of July 1
acquired the 150,000 covered lives in
the state-sponsored Health Insurance
Plan of California (HIPC), paying off
the $2 million outstanding on the $5
million loan fronted by the state to get
it going in 1993. While the state legis-

lation authorizing the creation of the
HIPC anticipated that it would be
transferred in time to private-sector
ownership, it also included several fea-
tures that made the plan strong
enough to be attractive to potential
buyers. Unlike statewide initiatives in
Connecticut and Florida, for example,
the HIPC had the flexibility to negoti-
ate with insurers on price.

“It does introduce an impetus for
cost discipline and competition based
on price that heretofore wasn’t in the
market,” says Mr. Long. “It’s reason-
able to think that can’t help but help.”

The Pacific Business Group on
Health has renamed the plan
PacAdvantage but will keep its 14
health plans and seven dental plans.
The group has added two vision plans
and is looking at offering coverage for
alternative medicine and group life
insurance by Jan. 1. The plan has been
growing by about 1% per month, says
director of marketing and strategic plan-
ning Chuck Kiskaden; PBGH hopes
the additional choices will help increase
the plan’s growth to 1.5% per month.

“Under state management, it has
done fine,” says Mr. Kiskaden. “It
could have done better.”

PBGH will negotiate separately for
its PacAdvantage enrollees and the
500,000 lives covered in the large-
employer purchasing coalition. But Mr.
Kiskaden notes that the existing
enrollees provide considerable leverage
when negotiating on behalf of the
newly acquired small-employer groups.

Contact Mr. Curtis at (202) 857-
0810, ext. 103, Mr. Kiskaden at (949)
766-1905, and Mr. Long at (202)
296-5000, ext. 5370. The Institute for
Health Policy Solutions can be reached
at www.ihps.org.  ■
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Employer purchasing coalitions enjoy a rebound 
by promising consumer choice among health plans
Successful ones tend to have fewest governmental hurdles to jump, says researcher
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The shortage of pharmacists in
rural areas is a “big, bad prob-
lem” that isn’t receiving

enough attention from urban and
federal legislators, says Robert
Mulder, a legislator from rural
Minnesota who is both a physician
and pharmacist.

He wants his state legislature to
help the financial health of both phar-
macists and pharmacies in rural areas.
His is just one of efforts around the
nation to protect independent and
small pharmacies threatened by
demographics and the expansion of
managed care.

“This is a huge national problem,”
says William Bond, executive vice
president and chief executive officer
of the Minnesota Pharmacists
Association. “The same issues and the
same forces are at work in other parts
of the country.”

A number of states are using both
their regulatory and market clout to
protect the availability of independent
pharmacies and pharmacists. For
example, Minnesota legislators in their
next session will be asked to forgive
loans and expand the professional
scope of pharmacists who practice in
rural and underserved areas. The pro-
posal this spring passed the Minnesota
House of Representatives but stalled
in conference committee.

Arkansas Medicaid officials are con-
sidering taking advantage of their
market power to help independent
and smaller chain drug stores. They’re
set to ask HCFA officials to approve a
plan that reimburses less for pharmacy
as the size of the chain goes up.

Minnesota’s concern about access to
pharmacy services comes at a time
when the number of pharmacists and
the ratio of pharmacists to residents is

at a 20-year high. The number of active
licensed pharmacists in Minnesota is
about 5,200, up from about 4,000 in
1980. The ratio is 11.09 per 10,000
population, up from 10.16 in 1980.

The problem is the age and geo-
graphic distribution of the pharma-
cists. The average age of Minnesota
pharmacists increased from 42 to 44
during the 1990s, and the percentage
of the pharmacists in the 40 to 49 age
bracket grew from 25% to 43% dur-
ing the same time.

The concern is for rural areas, where
the retirement of a single pharmacist
can be devastating. Minnesota policy-
makers have identified about 140 one-
pharmacy towns at risk of losing
access. While the number of pharmacy
licenses in Minnesota grew by 78%
between 1982 and 1998 — from 217
to 386 — the number of licenses for
community, non-chain pharmacies
dropped 42%, from 918 to 532.

Minnesota officials are considering
a variety of responses to the problem:

• Loan forgiveness. The Minnesota
proposal (HF 1593) would drop a
year of loan repayments for each year
a pharmacist served in a underserved
area as defined by the state’s commis-
sioner of health, similar to programs
now available for physicians.

• Pharmacy loans. The bill also
would make available loans to phar-
macies in underserved areas. Proposals
to help pharmacies, typically for-profit
businesses, are a bit more difficult
politically, Mr. Mulder concedes.

• Disease state management.
Minnesota legislators considered a
pilot disease stage management pro-
gram as a way to help support rural
pharmacists. Their proposal doesn’t
limit the pilot to pharmacists in rural
areas, but the intent was to provide a

way for endangered pharmacists to
expand their revenue base.

• Government ownership. Small
communities that want the benefit of a
pharmacy may just have to pay for it,
says Minnesota’s Mr. Mulder. While
not addressed in his bill, he suggests
that in towns where the market threat-
ens or takes away a sole pharmacy, the
local government should consider ways
to purchase the pharmacy and hire the
pharmacist. One carrot for the drug
store is that a government-owned
pharmacy section of the store could be
considered nonprofit and therefore tax
exempt, he says.

If you’re not part of the solution
Arkansas’ restructuring is an

attempt to achieve two public policy
objectives — slowing down the
annual 18% rise in pharmacy expen-
ditures while protecting smaller phar-
macies. With state expenditures for
pharmacy anticipated to hit $200
million for the year ending June
2000, state officials realized that any
significant cuts would have a pro-
found effect on the structure of the
pharmacy industry in the state.

Effective July 1, Arkansas Medicaid
reimburses pharmacies the average
wholesale price less 10.5%, plus a dis-
pensing fee of $5.51. The proposed
change would keep that reimburse-
ment level in place for independents
and chains with fewer than five stores.
For chains with five to nine stores, the
discount rises to 16%. For chains with
10 or more, the discount would be
18%. State officials estimate the change
would save Medicaid as much as $5
million per year in pharmacy costs.

Contact Mr. Mulder at (651) 296-
4336 and Mr. Bond at (651) 697-
1771.  ■

Demographics, managed care threaten viability
of rural pharmacies, say Minnesota officials
Shortages now overlooked but will become a ‘huge’ national problem
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California law may become the
law of the land with the recent
introduction of the Health

Care Worker Needlestick Prevention
Act of 1999 by U.S. Representatives
Pete Stark (D-CA) and Marge
Roukema (R-NJ).

The California law and the federal
bill are “really pretty much the same,”
says a spokeswoman for Mr. Stark. Like
the Golden State’s law, the Stark bill
would amend the current bloodborne
pathogens standard to require that
employers use needleless systems and
sharps with engineered protections to
prevent the spread of bloodborne
pathogens in the workplace. Exceptions
include circumstances in which cur-
rently commercially available technol-
ogy does not promote employee safety,
interferes with patient safety, or inter-
feres with the success of a medical pro-
cedure.

A second requirement would man-
date that employers develop written
exposure control plans to identify and
select existing needleless systems and
sharps with engineered protections
and other methods of preventing the
spread of bloodborne pathogens.
Employers also would have to train
direct care health care workers ade-
quately on the use of needleless tech-
nologies and systems with engineered
sharps protection.

Broader reporting requirements
The Stark bill also would expand

the current reporting requirements of
the Occupational Safety and Health
Administration (OSHA).

“California collects more informa-
tion than we do currently through
OSHA requirements,” according to
the Stark spokeswoman. “Today you
don’t have to report all needlesticks,
just those that are [possibly] contami-
nated. There will be much broader

requirements [under this bill], and it
will be very specific what you must
report.”

Information such as type of device,
type of health care worker, and the situ-
ation of the needlestick could be
required. However, providers will not
have to submit the information regu-
larly. Instead, they will be required to
collect the data and keep it on file so
the information will be readily available

if OSHA inspectors request it.
The bill also proposed to establish

a clearinghouse within the National
Institute for Occupational Safety and
Health (NIOSH) to collect data on
engineered safety technology designed
to help prevent the risk of needle-
sticks and other sharps injuries.
NIOSH would have access to the

Congress takes up needlestick prevention legislation
modeled after groundbreaking California initiative

State-level Safe-needle Legislation

Arkansas Recently 
introduced

California Passed 

Connecticut Introduced

District of Columbia Introduced

Florida Introduced, but stalled

Illinois Passed the House unanimously

Iowa Introduced

Maryland Bill passed requiring the state and outside 
groups to study the issue

Massachusetts Introduced

Michigan Introduced

New Hampshire The SEIU is petitioning the state labor 
commission for an administrative rule 
change on OSHA that would require safe 
needles

New Jersey Passed

New York Bill may be introduced shortly

Ohio At press time, a bill awaited introduction

Oregon Introduced

Pennsylvania Legislation being drafted

Tennessee Legislation passed, but does not include 
an implementation date

Texas Introduced

Source: Steve Trossman, Service Employees International Union.

See California safety on page 10
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to some type of cost-based Medicaid
reimbursement for FQHCs through
such vehicles as legislation, budget
authority, or administrative action,
says Mr. Hawkins. (See listing at
right and on p. 9.)

“What the PPS bill does is essen-
tially set a national floor. It gives states
the flexibility to build above that floor
if they choose to, or to continue cost-
based reimbursement or continue
some other alternative, as long as it is
fair to the center and the center agrees
to it,” says Mr. Hawkins. Whatever the
specific mechanism, the federal Health
Care Financing Administration will
provide FQHCs the full federal
Medicaid match in states that go
beyond the BBA minimum, up to
100% of costs. 

‘No change, no progress’
Tennessee is described by the

NACHC as one of the states where
the cost-based reimbursement battle
has been won, but the view closer to
the front is a bit bleaker for the centers.

“We’re continuing to be in contact
with the state, but we still don’t have
cost-based reimbursement,” says
Kathy Wood-Dobbins, executive
director of the Tennessee Primary
Care Association. In the early part of
1999, the association’s 17 federally
funded centers were working to get
the state’s Medicaid program to cover
more than 60% of the centers’ costs.
(See State Health Watch, February
1999, p. 1.)

“There’s been absolutely no
change, no progress,” says Ms. Wood-
Dobbins. “It’s not a question of how
to do it, it’s a matter of their will to do
it. We’ve never gotten to the point of
working out how to do it.”

Medicaid comprises about 30% —
and sometimes as much as 50% — of
the operating budget for most the
nation’s 900-odd FQHCs and similar

organizations. Grant funding, about
$925 million in the current fiscal year,
comprises about 28%. Fees and other
sources of income make up the rest of
the centers’ income.

The $925 million in grant funds is
an increase of $100 million over the
previous year, and health centers are
optimistic about receiving an increase

in the federal grant funds for fiscal
year 1999-2000. Still, centers are
telling lawmakers that about $50 mil-
lion more will be needed just to make
up the first-year Medicaid shortfall
created by the BBA.

Contact Mr. Hawkins at (202) 659-
8008 and Ms. Wood-Dobbins at (615)
329-3836.  ■

Community
Continued from page 1

State Commitment to Continue Paying 100%
Cost-Based Reimbursement to Health Centers

LEGISLATIVE

California: AB 715 introduced; Health and Welfare Secretary has indicated
support of legislation.

Indiana: SB 259 introduced, approved by both House and Senate, and
signed into law by governor.

Iowa: Legislation to statutorily require 100% cost-based reimbursement
included in Department of Human Services budget, HF 760. Approved by
House and Senate and signed by governor before May 31st deadline.

Maine: Legislature passed legislative language to codify payments at 100%

Maryland: SB 577 and HB 660 introduced and passed by both Houses.
Governor signed HB 660 into law.

Minnesota: SF 130, HF 332 to pay 100% of cost introduced and voted out of
committees; however, final version signed by governor revised to pay
according to BBA levels for next two years (95% in FY 2000, 90% in FY
2001), but as an 1115 waiver state that eliminated cost-based payments,
the action is a “win” for health centers.

Rhode Island: SB 0467 voted out of Senate Finance Committee; a hearing
has been scheduled for H 5828 in House Finance Committee.

Tennessee: Alternative to cost-based reimbursement being formulated (1115
waiver state); primary care association trying to enforce terms and condi-
tions of state’s waiver that require wrap-around payments to health centers.

Texas: Payment fix attached as amendment in House to sunset legislation
authorizing Department of Health. This legislation (HB 2085) approved by
Legislature and signed into law by governor.

West Virginia: Issue referred to interim committee for review by Senate
Health Chair.

ADMINISTRATIVE

Arkansas: Medicaid director included payments in budget request to gover-
nor. Legislature passed two-year budget with payments at 100%

Colorado: Fiscal year 2000 state budget (July 1, 1999 to June 30, 2000),
which included payments at 100%, passed legislature and was signed by
governor.

See State Commitment to Continue Paying on page 9
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Idaho: Received verbal commitment from Medicaid director to keep payments
at 100%. Finalized state budget for next two fiscal years includes payments
at 100%.

Illinois: State would have to make an administrative rules change to lower
payment rate; received verbal agreement from Medicaid director to keep
payments at 100%.

Michigan: Created alternative payment mechanism approved by Medicaid
director.

Missouri: Medicaid director included payments in budget request. Legislature
finalized budget with payments at 100%.

Montana: State primary care association reports that no action has been
taken to legislatively or administratively reduce level of payments to health
centers; letter from governor states there are no plans to change current
practice of payments at 100% and that such action would not occur without
seeking public comment.

Nebraska: Legislature finalized budget with payments at 100%.

New Hampshire: Medicaid director included payments in budget request to
governor. Governor’s budget includes payment rate at 133% of upper
Medicare cap or at 100% of cost, whichever is least expensive. Governor’s
budget is still in discussion in Legislature.

New Jersey: Finalized state budget includes payments at 100%.

New Mexico: Received verbal commitment from Medicaid director to keep
payments at 100%.

Oklahoma: Medicaid agency has proposed amendment to 1115 waiver as
alternative to cost-based reimbursement. Office of State Finance has not
included proposal in budget. Amendment is pending HCFA approval.

South Carolina: Finalized state budget includes payments at 100%..

South Dakota: Medicaid director included payments in budget request to
governor. Legislature finalized budget with payments at 100%.

Vermont: State committed to 100% cost-based reimbursement through 2002
in its 1115 waiver; has given verbal commitment to work with primary care
association to extend payments beyond 2002.

Virginia: While state primary care association has not received any formal
commitment to keep payments at 100%, no action has been taken to leg-
islatively or administratively reduce level of payments to health centers.

Washington: Pre-existing state statue sets the rate at 100%; to reduce pay-
ments, the state would have to go through costly administrative rule-mak-
ing procedures. Governor included payments at 100% in budget to
Legislature.

Wisconsin: Governor included payments in budget. Budget will be finalized in
July 1999.

Source: National Association of Community Health Centers, Inc., as of July 6, 1999.

State Commitment to Continue Paying
Continued from page 8

‘Profound’ changes rock
community health centers

Community health centers must
battle managed care, expansion
of for-profit health care, and

other “profound” changes in the
nation’s health care system to meet the
needs of the poor and underserved,
notes a recent Commonwealth Fund
policy brief. At the same time, the brief
notes the persistence of long-standing
problems such as lack of health insur-
ance and high rates of preventable mor-
tality and morbidity among minority
and disadvantaged populations.

Commonwealth Fund president
Karen Davis and colleagues recom-
mend steps to ensure the viability of
the 30-year-old community health
center program, which now serves
about 10 million people annually:

• Expanding coverage through the
Children’s Health Insurance Program
for low-income parents as well as
their children.

• Supporting purchasing pools to
help make insurance affordable, par-
ticularly in the small-group market.

• Allowing individuals to purchase
Medicaid, Medicare, or other state
and federal plans.

• Developing “new state arrange-
ments” for Medicaid. Medicaid man-
aged care contracts give states an
opportunity to experiment with
mechanisms that preserve the clinical
quality and financial stability of com-
munity health centers, notes the
study, including auto-enrollment,
performance-based contracting, and
rate-setting that recognizes the provi-
sion of care to the uninsured.

Also, the report notes, several states
have adopted special regulations that
facilitate the development of center-
sponsored managed care plans, includ-
ing Florida, Hawaii, and Washington.

“Community Health Centers in a
Changing U.S. Health Care System” is
available on the Web at www.cmwf.org or
by calling (212) 606-3800. ■
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Simplified enrollment and expanded coverage for parents
push Rhode Island Medicaid enrollment to all-time high

CRANSTON, RI—Enrollment in Rhode Island’s Medicaid managed care
program reached an all-time high of 86,000 people this summer, a milestone
state officials attribute to a simplified enrollment process and expanding the
program among parents. RIte Care increased the eligibility income threshold
among parents with covered children under 18 to 185% of the poverty level,
about $25,600 annually for a family of three. The previous level for parents
was less than $9,000 per year. For enrollment, state officials also replaced an in-
person interview with a short, mail-in application.

Legislators in July also expanded eligibility in RIte Care, extending the
upper age limit for children from 18 to 19 and providing coverage regardless of
immigration status. The expansions mean virtually universal coverage for
Rhode Island children with incomes less than 250% of the poverty level, state
officials said.

—RIte Care release, July 22

Hospitals need at least 15% excess capacity to prevent 
crunch in emergency admissions, say UK researchers

YORK, ENGLAND—Spare beds in a hospital, about 15% of the total, to
be exact, are necessary to handle normal variation in emergency admissions
without running the risk of affecting quality of care, write researchers in the
July 17 issue of the British Medical Journal. Such extra capacity is “essential for
the effective management of emergency admissions, and its cost should be
borne by purchasers as an essential element of an acute hospital service,” con-
clude the authors, noting that hospitals can expect “periodic bed crises” when
average bed occupancy rises to 90% or more.

Policies designed to reduce the rate of growth in demand for emergency
admissions and to provide alternatives to admission provide the greatest long-
term benefit to address the problem, say the University of York researchers.

—Bagust A, Place M, Posnett JW. Dynamics of bed use in accommodating
emergency admissions: Stochastic simulation model. BMJ 319:155-158.

Feds develop model program to help states certify 
assisted reproduction laboratories

WASHINGTON, DC—States wishing to certify embryo laboratories can
use a model certification program recently released by the Department of
Health and Human Services. While state adoption of the guidelines is volun-
tary, development of the model was mandated by the federal Fertility Clinic
Success Rate and Certification Act of 1992. The guidelines address a broad
range of administrative requirements as well as laboratory standards involved
in a certification program. Under the federal legislation, pregnancy rates and
other clinical indicators of laboratories adopting the model guidelines are col-
lected and disseminated to the public. The standards, published in the July 21
Federal Register, are available at www.phppo.cdc.gov/dls/art/art.asp.

—Health Care Financing Administration release, July 21

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

sharps injury logs in order to carry
out these duties. The clearinghouse
also would create model training cur-
riculum for employers and health
care workers. However, the bill calls
for $15 million in new funding for
the three tasks.

The bill appears to be on the fast
track. There are already 41 co-spon-
sors for the bill as of press time, with
bipartisan support and no outspoken
opponents.

“We haven’t seen anyone actively
lobbying against this,” according to
the spokeswoman. “But we have seen
pretty wide-based support. We really
feel that the time has come. If
California can do this, the federal
government should be able to do
this.”

At press time, California was one
of 18 states and the District of
Columbia with approved or pro-
posed needlestick legislation, accord-
ing to the Service Employees
International Union (see list, p. 7).

OSHA not waiting
If the Stark bill doesn’t manage to

wind its way into law, OSHA doesn’t
appear to be waiting. OSHA admin-
istrator Charles Jeffress recently
announced that the agency plans to
strengthen its current requirement
that health care facilities evaluate
their policies on the use of safety
devices.

OSHA also recently released a
report on its analysis of current prac-
tices regarding needlestick safety as
well as the financial impact. The
report notes that conventional IV
catheters for IV access cost 75 cents,
while safer catheters cost $1.75. For a
250- to 300-bed hospital to switch,
the report estimates an additional
cost of $33,500 a year. 

Contact Mr. Stark’s office at (202)
225-5065. ■

California safety
Continued from page 7



Productivity gains can outweigh costs associated 
with highly active antiretroviral therapy for HIV

BASEL, SWITZERLAND—Highly active antiretroviral therapy
(HAART) for HIV infection increases health care costs, but the corresponding
gains in survival and productivity can match or exceed such costs, write
researchers in the journal AIDS. The results support continuation of
Switzerland’s policy of unrestricted access to HAART and suggest a re-evalua-
tion in countries that limit access, say researchers in the journal’s June 18 issue.

—Sendi P, Bucher H, Harr T, et al. Cost effectiveness of highly active anti-
retroviral therapy in HIV-infected patients. AIDS 1999; 13:1,115-1,122.

Race-related variation found among middle-class kids 
for asthma, low birth weight, and behavior problems

Black middle-class children have substantially higher rates of asthma, low
birth weight, and school problems than their white middle-class peers, accord-
ing to a recent analysis in Pediatrics. White and black middle-class children do
have similar rates of other health and behavioral problems and do not differ in
their receipt of mental health or special education services, say researchers in
the July supplement. Even when private insurance is available, though, black
and white middle-class children vary in their sources and patterns of use of
medical services, the researchers found.

—Weitzman M, Byrd R, Auinger P. Black and white middle class children
who have private health insurance in the United States. Pediatrics July 1999;
104:151-157.

National Medicaid association selects new leader
WASHINGTON, DC—Texas Medicaid director Linda Wertz has been

elected chair of the National Association of State Medicaid Directors
(NASMD). She replaces Bruce Bullen, who left his position as Massachusetts
Medicaid director and NASMD chair in June to enter the private sector.

—NASMD release, July 18

Three states approve mental health parity laws, 
bring total to nine during 1999 legislation session

ARLINGTON, VA—Louisiana, Hawaii, and Nevada are the latest to enter
the ranks of states with mental health parity laws, according to the National
Alliance for the Mentally Ill (NAMI). Their actions bring to 27 the tally of
states with such laws, according to NAMI.

Louisiana’s measure, signed by the Gov. Mike Foster July 13, provides parity
for 13 specific illnesses. Hawaii’s bill, signed June 26, addresses only three dis-
eases — schizophrenia, schizoaffective disorder, and bipolar disorder — and
commits to a study of the impact of expanding the scope of the legislation to
other disorders. Nevada’s bill, signed June 8, focuses on severe mental illness,
defined as schizophrenia, schizoaffective disorder, bipolar disorder, major
depressive disorders, panic disorder, and obsessive-compulsive disorders.

Nine states in total have approved mental health parity legislation during
1999. The other six — Montana, Virginia, Indiana, New Jersey, Nebraska,
and Oklahoma — are profiled in State Health Watch, July 1999, p. 1.

—NAMI release, July 16
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This issue of State
Health Watch brings you
news from these states:

Arkansas pp. 6-8

California pp. 5, 7-9

Colorado p. 8

Connecticut pp. 5, 7

D.C. pp. 7, 9

Florida pp. 5,7

Idaho p. 9

Illinois pp. 7, 9

Indiana p. 8

Iowa pp. 1-2, 7-8

Maine p. 8

Maryland pp. 7-8

Massachusetts pp. 1, 7

Michigan pp. 7, 9

Minnesota pp. 6, 8

Missouri p. 9

Montana pp. 5, 9, 12

Nebraska pp. 9, 12

New Hampshire pp. 7, 9

New Jersey pp. 7, 9, 12

New Mexico p. 9

New York p. 7

Ohio p. 7

Oklahoma pp. 9, 12

Oregon pp. 5, 7

Pennsylvania p. 7

Rhode Island pp. 8, 10

South Carolina p. 9

South Dakota p. 9

Tennessee pp. 7-8

Texas pp. 4, 7-8

Vermont p. 9

Virginia pp. 9, 11-12

Washington pp. 3-4, 9

West Virginia p. 8

Wisconsin p. 9



Virginia agencies fall short in providing 
community services to mentally disabled

RICHMOND—Mentally disabled citizens aren’t getting the community
services to which they are entitled from local agencies, state Medicaid officials
acknowledged in recent legislative hearings. The shortcoming puts the state
out-of-compliance with requirements of the Medicaid waiver requirements
under which the services are offered, but state officials promise action before
the waiver is yanked. The program paid $87.9 million for services to almost
3,200 people last year. The funds are channeled through 40 community ser-
vice boards throughout the state.

—Richmond Times-Dispatch, July 9

New Jersey increases income limits in most recent 
amendment to Children’s Health Insurance Program plan

WASHINGTON, DC—New Jersey will increase income thresholds under
an amendment in its Children’s Health Insurance Program (CHIP) plan
recently approved by the Health Care Financing Administration. The state’s NJ
KidCare program currently operates both a Medicaid CHIP expansion plan
(NJ KidCare plan A) and a separate state CHIP plan (NJ KidCare plan B and
plan C), which already have enrolled nearly 35,000 children. State officials
expect the most recent amendment to provide health insurance to an additional
9,000 children by September 1999.

New Jersey is eligible to receive as much as $88 million in new CHIP funds
for fiscal year 1999 and an additional $88 million in fiscal year 2000. The new
amendment, NJ KidCare Plan D, will offer managed health care coverage
to uninsured children through age 18 whose families have incomes,
slightly higher than those in Plans A-C, from 200% to 350% of the federal
poverty level.

—Health Care Financing Administration release, Aug. 3

Short takes
Health Care Compliance Association: Third Annual Compliance Institute,

Oct. 24-27, Chicago Marriott. For more information, call (888) 580-8373 or
visit the Web at www.hcca-info.org.
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