
Passport Health Plan of
Louisville, a Medicaid-only
plan in Kentucky created to

save money, improve quality indi-
cators, and satisfy its members, is
succeeding primarily, its president
says, because it was created by doc-
tors and keeps doctors in charge.

Passport president Joyce Hagen
tells State
H e a l t h
Watch the
125,000-
m e m b e r
plan was created in November 1997
as a three-way partnership with the
Commonwealth of Kentucky and a

group of long-time safety-net
providers. 

“The member satisfaction rate
is very high,” Ms. Hagen says,
“because we offer a lot of support
services to our members.  We
make the program feel as though
it is a legitimate health insurance
program. There’s no stigma in
being a member of Passport. In
addition, just about every quality
measure has improved dramati-
cally, and the savings also are very
dramatic. Overall, we’re seeing the
difference between managing and

Four members of Congress are
attempting to help families
whose only option for obtain-

ing mental health help for a seri-
ously ill child is to relinquish
custody to the state.

U.S. Sens. Susan Collins (R-ME)
and Norm Coleman (R-MN) and
U.S. Reps. Patrick Kennedy (D-RI)
and Pete Stark (D-CA) have intro-
duced the Keeping Families
Together Act (S. 1704 and HR
3243), which would help enable
children to stay with their families.

Under the legislation, a $55 mil-
lion federal matching grant program
would be established over the next

two years. States could use the funds
to expand public insurance cover-
age, provide more training for men-
tal health care providers, or create a
family advocacy center for parents
of mentally ill children.

Ms. Collins says the bill is one
element in a four-point plan she is
pushing to help families who have
been forced to relinquish custody of
their children to be able to get them
the treatment they need for bipolar
disorder, schizophrenia, or other
serious mental health conditions.

The bill would establish an
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interagency task force to better
coordinate care so that children
suffering from mental illnesses
wouldn’t have to enter the child
welfare or juvenile justice systems
to get treatment. 

Additional legislation supported
Ms. Collins says she also is back-

ing the Family Opportunity Act, a
bill that would allow states to create
a new Medicaid eligibility category
to cover children with physical or
mental illnesses whose families don’t
qualify financially for the program,
with coverage offered on a sliding
scale; the Mental Health Equitable
Treatment Act of 2003, a mental
health parity bill that would require
insurers to cover mental illness the
same way physical illnesses are cov-
ered; and the Child Healthcare
Crisis Relief Act, which would pro-
vide incentives such as scholarships
and student loan forgiveness pro-
grams for mental health providers
who come to work in rural areas.

In a statement she made at a July
17 Senate Governmental Affairs
Committee hearing on custody
relinquishment, Ms. Collins said
that testimony from parents about
what they face “makes it clear that
custody relinquishment is merely a
symptom of a much larger problem
— the lack of available, affordable,
and appropriate mental health ser-
vices and support systems for these
families.”

As bad as custody relinquishment
is, it is even worse when the treat-
ment services provided to children
and youth whose parents have
yielded custody to the state are of
poor quality. Congress’ General
Accounting Office (GAO) has
found and described many instances
of inadequate mental health services

being provided to young people.
Reporting on a GAO survey of

states, GAO Education, Workforce,
and Income Security Issues director
Cornelia Ashby told the Senate
committee that neither the child
welfare nor the juvenile justice sys-
tem were designed to serve children
who have not been abused or
neglected, or who have not commit-
ted a delinquent act. 

“According to officials in the six
states we visited,” Ms. Ashby said,
“limitations of both public and pri-
vate health insurance, inadequate
supplies of some mental health ser-
vices, difficulties accessing services
through mental health agencies and
schools, and difficulties meeting eli-
gibility rules for services influence
such placements [more than 12,700
children in fiscal year 2001].
Despite guidance issued by the vari-
ous federal agencies with responsi-
bilities for serving children with
mental illness, misunderstandings
among state and local officials
regarding the roles of the various
agencies that provide such services
pose additional challenges to
patients seeking such services for
their children. Officials in the states
we talked to identified practices that
they believe may reduce the need for
some child welfare or juvenile justice
placements. These included finding
new ways to reduce the cost of or
fund mental health services, bring-
ing services into a single location to
improve access, and expanding the
array of available services. Few of
these practices have been rigorously
evaluated.”

No one tracks children involved
Ms. Ashby reported that

although no state or federal agency
tracks the children or maintains data
on their characteristics, there is gen-
eral agreement that most are male,
adolescent, and often have multiple
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problems. Many of the children
exhibit behavior that threatens their
safety and the safety of others,
according to Ms. Ashby. In addi-
tion, officials who were interviewed
said that children who were placed
came from families of all financial
levels and that the seriousness of the
child’s illness strained the family’s
ability to function.

She described programs in several
states that are trying innovative
approaches to deal with the prob-
lems. One recommendation from
state officials, she said, is to better
match children’s needs to the appro-
priate level of service. For instance,
under New Jersey’s Systems of Care
Initiative, the state contracted with a
private nonprofit organization for a
variety of services, such as mental
health screenings and assessments to
determine the level of care needed,
authorization of service, insurance
determination, billing, and care
coordination across all agencies
involved with the children. 

As another cost-saving method,
Ms. Ashby said, some programs
substituted nontraditional and less
expensive providers for expensive
traditional mental health providers.
Thus, Uniting Networks for Youth,
a private county-based provider in
Minnesota, used two commercially
available highly structured programs
that allowed them to substitute
lower-credentialed, bachelor-level
staff under the supervision of a mas-
ters-level clinician as the primary
service provider instead of using
higher-level clinicians.

In addition to reducing the cost
of services, officials in the six states
interviewed by the GAO identified
the blending of funds from multiple
sources as another way to pay for
services, thus working around agen-
cies’ limitations on the types of
mental health services and place-
ment settings each can fund. In a
Maryland county, a coordinating

council blends funds from several
agencies to provide community-
based services to children with a
mental illness involved with the
judicial, child welfare, and mental
health systems and with school dis-
trict special education programs.
GAO says that the council, headed
by a judge, leveraged funding by
inviting key decision makers who
could commit resources from vari-
ous agencies to serve on the council.

Providing nontraditional services
Officials from four of the six

states visited suggested that the use
of flexible funds, with few restric-
tions, helped pay for nontraditional
services not generally allowable
under state guidelines. For example,
Arkansas’ Together We Can
Program used flexible funds from a
federal Social Services Block Grant,
state general revenues, and the Title
IV-B program to provide an array of
nontraditional support services such
as in-home counseling, community
activities, respite care, mentoring,
tutoring, clothing, and furniture to
help families care for their children
at home and support the children in
the community.

GAO reported that in an effort to
improve access to mental health ser-
vices and bring clarity to a confus-
ing mental health system, three of
the states developed a single point of
entry into the mental health system.
Typically, several agencies are
housed together in a facility and
children are assessed with a com-
mon instrument and are eligible for
the same services no matter which
agency has primary responsibility
for them. 

Officials of Kansas’ Shawnee
County Child and Family Resource
Center said it is a model for the
rest of the state, housing workers
from 11 social service agencies.
Case managers at the center assess
the psychological, educational, and

functional needs of referred chil-
dren, determine appropriate ser-
vices and placements, make
referrals, provide direct counseling
services, and determine how to pay
for the services.

Locate services in public facilities 
Officials in the six states visited

by GAO auditors said that colocat-
ing facilities in public schools and
community centers also can
improve access. In Harford County,
Maryland, mental health services are
colocated in an elementary school
specifically to improve access to care
for students with a mental illness.
Using county health and mental
health funds, the school developed
an in-house mental health clinic
that provides mental health services
through a bachelor-level social
worker, a nurse practitioner, and
consultative services from a physi-
cian and a psychiatrist. 

The school also provides support
staff to students with a mental ill-
ness including a guidance coun-
selor, a behavior specialist, a home
visitor who supports families and
assesses the home situation, and a
pupil personnel worker who visits
homes and helps with transporta-
tion issues. 

The school has several programs
available to students with a mental
illness, including an intensive, in-
school program staffed with a full-
time psychologist; a mentoring
program run by paid school staff,
high school students, and commu-
nity volunteers; a program that pro-
vides counseling, tutoring,
recreation, social skills groups, home
visits, referrals, and some psychiatric
rehabilitation services; a program to
identify elementary school children
with a mental illness and increase
their access to services; and two col-
laborative programs with contracted
mental health providers that offer
community support and prevention
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services and intensive case manage-
ment services.

Officials in all six states reported
that expansion of the number and
range of community-based services
to provide an entire continuum of
care would improve treatment for
children with a mental illness.
Examples included early interven-
tion with babies who appear at risk,
diversion away from the juvenile jus-
tice system, transitional services to
help children leaving a residential
setting and returning to the home or
community, and crisis intervention.

GAO called for federal agencies
to work together to help solve the
problems, noting that while states
and counties are implementing
practices that may reduce the need
for parents to place their children
with child welfare or juvenile justice
agencies, many of the programs are
new and small and only serve chil-
dren in specific localities. Also,
according to Ms. Ashby’s testimony
before the Senate committee, their
effectiveness in achieving their mul-
tiple goals has not yet been fully
evaluated. 

“Given that states and localities
are developing new approaches to
meeting the needs of children with
mental illness,” Ms. Ashby testified,
“it is important that the federal gov-
ernment continue its role in sup-
porting evaluations of these
programs and disseminating the
results.”

Two leading mental health advo-
cacy groups — the Bazelon Center
for Mental Health Law and the
National Alliance for the Mentally
Ill (NAMI) — are strongly support-
ing the Keeping Families Together
legislation.

A Bazelon statement said the bill
“represents an important step
toward meeting the needs of these
children and promotes an alterna-
tive to the closed doors and frag-
mented systems that too many

parents face when they seek help for
their children.”

The center said that when chil-
dren with mental or emotional dis-
orders can’t access the help they
need, “appalling and entirely pre-
ventable outcomes are the result.
They and their families suffer
through unnecessary crises, which
can lead to school failure; traumatic
out-of-home placements; and in
some cases, arrest or suicide. Not
one family should feel they have to
relinquish custody of their child to
obtain needed mental health ser-
vices. Yet thousands of mothers and
fathers across the nation have sur-
rendered their influence on key
aspects of their children’s lives to
access public mental health services
for their children. In the process,
too many children have been trau-
matized, often feeling abandoned by
parents who only tried to act in
their child’s best interests.”

NAMI Child and Adolescent
Action Center director Darcy
Gruttadaro said, “Mental illness
affects one out of four American
families. No one is immune. To get
the treatment a child needs, no fam-
ily should be torn apart. No child
should be left behind. This bill is a
down payment on building a better
mental health care system. It is a
first step toward ending a system in
shambles.”

And Ms. Collins said that,
“Parents should not be bounced
from agency to agency, knocking on
every door they come to, in the
hope that they will happen upon
someone who has an answer. It sim-
ply should not be such a struggle for
parents to get services and treatment
for their children.”

[Contact Ms. Collins at (202)
224-2523, Bazelon Center at (202)
467-5730, and NAMI at (703) 516-
7993. Download GAO’s reports from
www.gao.gov.] ■

not managing a program.”
According to Ms. Hagen, there

are two principal reasons why
Passport is successful. First, it’s
owned and run by the providers. 

“We’re different from a for-profit
company whose priorities are in a
different place,” she says. “The
question we ask ourselves each
month is how can we improve qual-
ity still more and also maintain the
savings we’re providing the state.” 

The second key to success, she
says, is that all Passport employees
actually are employed by Harris-
burg, PA-based AmeriHealth Mercy
Health Plan, the unit that provides
Medicaid services.

Serious health challenges
Passport’s members challenge its

ability to improve quality and save
money while satisfying the mem-
bers. There are many dual eligibles,
Ms. Hagen says, and “a lot of really
sick people.” 

What helps, she says, is that staff
know people will be there for the
duration of their eligibility, and
thus there is an opportunity to have
an impact. 

“We do a lot of education and
follow-up,” she says “Other than
the acuity, there really isn’t much
difference from other plans’ popula-
tions. We do a lot of case manage-
ment and a lot of disease
management.” 

Disease management programs
that have been purchased and then
adapted to Passport’s clientele
include diabetes, congestive heart
failure, and asthma.

Passport chairman Larry Cook, a
neonatologist, stresses that the plan’s
founders were historic safety-net
providers whose practice was heav-
ily composed of Medicaid patients
under the previous system. 

Fiscal Fitness
Continued from page 1



“This is our business as a man-
aged care plan,” he says. “These
patients need us and are important
to our mission and our revenue. So
we all decided to step up to the plate
and be willing to take risks for a
good purpose.”

Mr. Cook’s “good purpose” is
seen in some of the statistics
Passport has compiled. 

According to Milliman USA’s
consulting actuaries, the plan has
saved the state $92.4 million. At the
same time, members have gained
access to services previously unavail-
able to them, such as 24-hour nurse
lines, perinatal care programs,
member orientation meetings,
health and disease management
programs, educational newsletters,
and a web site. 

Passport officials say the plan
scores above the national mean in
87% of the categories measured by
the Health Employer Data and
Information Set and also report it
has:
1. increased the rate of children

receiving all six American
Academy of Pediatrics well-child
visits in the first 15 months of life
by 85% from 1999 to 2002;

2. improved Early Periodic Screen-
ing Diagnosis and Treatment
compliance for children birth to
age 21 by 247% from 1997 to
2002;

3. improved access to preventive
health care for chi ldren 
by enrolling 12,000 Kentucky
Children’s Health Insurance
Program members; 

4. increased member satisfaction
rates to nearly 80%.
Ms. Hagen’s  assessment of

Passport’s success is shared by
those it serves. 

Coalition for the Homeless execu-
tive director Marlene Gordon tells
State Health Watch that “Passport has
been great. The staff at Passport have
been wonderful about volunteering

in the community. We’ve had a very
positive collaboration with them.”

Ms. Gordon says she works with
people as they leave homeless shel-
ters and help them connect with
Passport so they can get the health
care services they need. “Passport
has been a tremendous help to us,”
she says, “since many of our clients
have bad credit because of health
care services they’ve had in the past.”

She says the reason Passport is so
successful is a “resonance for any
type of social service. We see that in
Passport working with grass-roots
people and taking part in commu-
nity programming. There’s a trickle-
up effect. We’re working in the
trenches together so there’s no feel-
ing of we and them. 

“They’re one of the few govern-
ment plans that really work with
us. I don’t know why they do it and
so many of the others don’t. The
difference with Passport is that
they’re there. We have to sell every-
one else on why they need to be
there for us, and it’s often not a
welcome message,” Ms. Gordon
explains.

Even though members and advo-
cacy groups are happy, does state
government see the benefit in the
type of operation Passport offers?
Marcia Morgan, secretary for the
Kentucky Cabinet for Health
Services says it does. 

“They deliver a really good prod-
uct to Medicaid recipients,” she tells
State Health Watch, “and work hard

with their doctors on prevention.
Their screening rates for children are
excellent, and there are many innov-
ative programs. And they score very
well on customer satisfaction sur-
veys. If there are any complaints,
most have been resolved before they
get to the level of an administrative
appeal.”

Realistically, Ms. Morgan’s great-
est pleasure with Passport may be
that it has saved money for the state
government, although she recog-
nizes that it is now much harder for
a capitated plan to continue to save.
But she says that Passport still is
keeping pace with the state.

Medicaid sole source plan is rare
“They’re great partners,” she says

enthusiastically. “It’s a unique part-
nership. It’s not often that you have
a sole source in Medicaid under a
Section 1115 waiver. And provider-
sponsored networks are pretty rare.
They’ve worked hard to put
together a plan that keeps pace.” 

According to Ms. Morgan, there
were problems as Passport ramped
up its operation, but staff in the
plan worked very hard to overcome
the difficulties. 

“It took Passport about three
years to get to a firm financial foot-
ing,” she says. 

Both Ms. Hagen and Ms.
Morgan agree that finances are
going to be the greatest challenge
for Passport in the coming years. 

“We’re in a very delicate time
with the state budget,” Ms. Hagen
explains. “There’s less revenue com-
ing in and we’re trending 10% to
12% increase in costs. It worries me
that the legislators need to be willing
to fund that trend. States have got-
ten very draconian in the current
budget crisis. They’ve been chop-
ping off eligibility and benefits.
Where does it end? The whole
health care system is teetering right
now.”
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“It took Passport about
three years to get to a
firm financial footing.”

Marcia Morgan
Secretary
Kentucky Cabinet 

for Health Services
Frankfort
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Ms. Morgan agrees that cost cut-
ting has become very difficult but
praises Passport for being “more
than willing to negotiate with us.” 

She says that every Medicaid
health plan is going to have diffi-
culty achieving quality, but the
long-term solution to our health
care problems is higher quality if we
can find a way to finance it. 

“If we can continue to improve
quality, both the consumers and the
payers end up winning,” she says.
“But short-term quality improve-
ment is going to be very difficult to
achieve. We have to think about not
only access to services but also qual-
ity. I know Passport is going to be
vigilant for quality and savings in a
difficult environment.”

Enthusiasm, commitment key
Ms. Morgan and Ms. Hagen say

that the Passport model could be
replicated elsewhere, although there
are some necessary elements that
would have to be found. 

“You have to have a very enthusi-
astic provider community,” accord-
ing to Ms. Morgan. “In capitated
plans, the owners make all the dif-
ference.” 

She says that for a Passport model
to succeed elsewhere, planners
would have to be able to duplicate
its enthusiasm and commitment. 

And Ms. Hagen says that in set-
ting up a Passport-type plan, it’s
necessary to identify the providers
who have the biggest stake in
Medicaid and in quality, and then
link provider incentives to the state
government’s incentives.

“Put the key providers in charge,”
she advises. “They’re more credible
and more effective.”

[Contact Ms. Hagen at (502) 585-
7900; Ms. Gordon at (502) 589-
0190; and Ms. Morgan at (502)
564-7042. Information is on-line at
www.amerihealthmercy.org.]  ■

While increasing dentist par-
ticipation in Medicaid can
help increase the likeli-

hood of children receiving restorative
and preventive dental care, more
changes are needed to increase the
program’s effectiveness, according to
a study of the Alabama and Georgia
Medicaid programs.

“The number of Medicaid den-
tists . . . only had a moderate effect
on children’s likelihood of receiving
restorative and particularly preven-
tive dental care,” noted an issue brief
from the Child Health Insurance
Research Institute (CHIRI).
“Clearly, factors other than the avail-
ability of participating dentists influ-
ence children’s dental care use in
public insurance programs.”

Based on analysis of data from
the two states, the report said that
states across the country should
consider these policy implications: 
1. Increasing early access to and use

of preventive dental services is an
important goal for children’s
public insurance programs.

2. Providing comprehensive dental
benefits in public insurance pro-
grams permits children with den-
tal disease to get treatment and
not forgo vital dental care.

3. Implementing multipronged
strategies that capitalize on
where children and their fami-
lies seek care should be pursued,
particularly for underserved
populations. 
The CHIRI researchers found

that less than 40% of Medicaid-
enrolled children in the two study
states received dental care during
the study period; about half of the
children who had dental care
received intensive services such as
emergency and restorative care,
while almost all received preventive

care; children who received medical
care were more likely to receive den-
tal care than those who received no
medical care; and the number of
dentists participating in Medicaid
had some effect on the likelihood of
children receiving dental care.

Data analyzed were from 1999 in
Alabama and 1997 in Georgia,
before efforts in either state to
increase dentist participation in
Medicaid. Less than 25% of
Alabama Medicaid children, age 3
or older and enrolled at least six
months, and 39% of comparable
Georgia Medicaid children, received
dental care during the study period.
The researchers say those rates are
typical for Medicaid programs
across the country at that time.

“Preschoolers and adolescents
received less dental care than ele-
mentary school children. . . .
Overall, children with special health
care needs received more dental care
than other children enrolled in
Medicaid. Minority children were
slightly less likely to receive dental
care than white children,” the
report said. 

In Alabama and Georgia, nearly
one-third of children enrolled in
Medicaid who received medical care
also received dental care. In con-
trast, children who did not receive
medical care were much less likely
to have received dental care (3% in
Alabama and 23% in Georgia).

Increasing dentist participation
in Medicaid often is cited as one of
the ways to improve access to den-
tal care, and some support for this
proposition was found in Alabama
and Georgia. Medicaid-enrolled
children who lived in counties with
the greatest number of Medicaid
dentists per enrollee were 24%
more likely to receive restorative

Increasing dental services 
for Medicaid children
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dental care than their counterparts
living in counties with the fewest
Medicaid dentists per enrollee. The
likelihood of receiving preventive
dental care was also related to
Medicaid dentist participation, but
less strongly. Compared to children
living in counties with an average
number of Medicaid dentists per
enrollee, children living in counties
with more dentists were more likely
to receive preventive dental care,
but the converse was not always
true. Thus, in some counties with a
below average number of Medicaid
dentists per enrollee, the likelihood
of receiving preventive dental care
was still better than in average
counties.

Need for care not at issue
The researchers said there no

longer is a question of whether chil-
dren need early comprehensive den-
tal care. Rather, dental and pediatric
organizations recommend that low-
income children visit a dentist after
the first tooth erupts or by 12
months of age, for a range of inter-
ventions designed to prevent oral
disease. Also, the U.S. Department
of Health and Human Services
(HHS) has released a five-step
action strategy to improve oral
health for all Americans.

The researchers explained that
Alabama and Georgia Medicaid pro-
grams of the late 1990s are illustra-
tive of the nation’s problems with
dental care access for children in
public insurance programs. Data
from the national Medicaid
Expenditure Panel Survey showed
that nearly 75% of children with
Medicaid coverage received no den-
tal services in a year, even though
they are entitled to dental care under
Medicaid. The Alabama and Georgia
programs were more effective at serv-
ing some populations than others.
Children who had more contact
with the health care system were

more likely to receive dental care.
But even though they fared better
than children who did not use med-
ical care, the majority of children
who used medical care still did not
receive any dental services.
Preschool, adolescent, and minority
children were less likely to receive
dental care than others.

One factor that seems to help
increase provision of dental services
is Medicaid participation in medical
care. CHIRI said that if every child
who had a medical visit also had a
dental visit, 61% of Alabama
Medicaid children and 78% of
Georgia Medicaid children would
have received dental care. “States
can take advantage of the fact that
medical providers see more children
than dentists to increase the propor-
tion of children who receive dental
care,” the report asserted.

The Alabama Medicaid program
implemented a dental initiative in
October 2000 to recruit and retain
dental providers and educate
Medicaid families about the impor-
tance of preventive dental care.
Under that initiative, dentists typi-
cally are reimbursed at 100% of reg-
ular Blue Cross Blue Shield rates.

The Georgia Medicaid program
implemented its Take Five initiative
in October 2000 to encourage den-
tal providers to serve at least five
children enrolled in Medicaid per
year. Medicaid reimbursement fees
for the 56 most-used dental services
were significantly increased in July
2000 and received a 3.5% increase
in July 2002.

Don Schneider, a Florida dentist
and consultant to the American
Dental Association, has conducted
a survey of state actions to improve
dental access for the association. 

“Far and wide, the major stum-
bling block to making progress in
access to dental services in
Medicaid is reimbursement. Most
states are paying dentists at about

the 10th percentile compared to
the private sector,” he says. 

Purely in terms of economics,
Mr. Schneider tells State Health
Watch, it’s expected that only a small
percentage of dentists would not see
Medicaid fees as a losing proposi-
tion. He cites examples of Michigan
and Tennessee in which a dramatic
increase in reimbursement rates has
led to an equally dramatic increase
in services, access, and kids getting
care. “Two things are needed to help
solve the problem,” Mr. Schneider
says. “An increase in reimburse-
ments to a market level and making
the Medicaid program as dentist-
friendly as possible.” 

In Michigan, he tells State Health
Watch, Medicaid recipients were
given a Delta Dental card. He says
that giving administration of the
program to that company gave the
recipients access to the full Delta
network of participating dentists
who were paid the same rates for the
care they provided. 

Mr. Schneider is frank to concede
his doubts about whether Medicaid
children will ever access dental care
at a rate equal to that for more afflu-
ent children. “I’d love to see it get to
50%,” he says. “With the Medicaid
population, there can be other issues
such as transportation, translation,
and care management. If you take
the stigma out of the program with
private administration, in theory
there shouldn’t be any difference.”

In a related matter, U.S. Senate
Democratic leader Tom Daschle (D-
SD) recently said steps must be
taken to resolve a dentist shortage in
South Dakota. “I have heard horror
stories from South Dakotans who
were forced to travel more than 100
miles for a simple dental procedure.”
He said incentives are needed for
dentists to practice in underserved
areas and called for more scholar-
ships for dental training; creation of
a business loan program to help new



dentists purchase practices; grants to
states from HHS to improve access,
increase the number of dentists in
rural areas, and buy equipment; and
grants to expand dental programs in
community health centers.

Mr. Daschle said improving
access for children also is critical,
and can be accomplished through
increasing funding for pediatric den-
tal residencies and providing grants
for states to improve dental services
for children covered by Medicaid
and SCHIP. 

Meanwhile, HHS is promoting
its National Call to Action to
Promote Oral Health aimed at
improving oral health and prevent-
ing disease for all Americans. “This
action strategy serves as a model of
how the nation’s health can be
improved when we work together to
achieve common goals,” said HHS
Secretary Tommy Thompson. “Oral
health is integral to overall health.
It’s critical that we all work together
to improve the nation’s oral health,
especially among children.”

Surgeon General Richard
Carmona said the action plan is
needed in response to a 2000
report, “Oral Health in America,”
which indicated that “a silent epi-
demic of oral diseases is affecting
our most vulnerable citizens —
poor children, the elderly, and
many members of racial and ethnic
minority groups. That report’s mes-
sage was that oral health is essential
to general health and well-being,
and can be achieved. However, a
number of barriers hinder the abil-
ity of some Americans from attain-
ing optimal oral health.” 

The Office of the Surgeon
General reached out to a number of
professional and advocacy organiza-
tions to assist in developing and
promoting the Call to Action. 

Carmona said the vision of the
Call to Action is “to advance the
general health and well-being of all

Americans by creating critical part-
nerships at all levels of society to
engage in programs to promote oral
health and prevent disease.” Goals
of the effort are to promote oral
health, improve quality of life, and
eliminate oral health disparities. Five
actions were drawn from the vision
and goals.
1. Change perceptions of oral

health. For too long, the docu-
ment said, the perception that
oral health is in some way less
important than and separate from
general health has been deeply
ingrained in American conscious-
ness. Activities to overcome these
attitudes and beliefs can start at
the grass-roots level and lead to a
coordinated national movement
to increase oral health literacy.
Stakeholders are encouraged to
work together to change percep-
tions of the general public, pol-
icy-makers, and health providers.

2. Overcome barriers by replicating
effective programs and proven
efforts. While the effectiveness of
preventive interventions such as
community water fluoridation
and school-based dental sealants
applied to children at risk have
been persuasively demonstrated,
very few states have implemented
both measures to meet their
health objectives. There is a need
to identify and reduce disease and
disability, improve oral health
access, and enhance health pro-
motion and health literacy. 

3. Build a science base and acceler-
ate science transfer. Biomedical
and behavioral research into the
causes and pathological processes
of diseases can lead to interven-
tions that will improve preven-
tion, diagnosis, and treatment.
The Call to Action said that too
many people outside the oral
health community are unin-
formed about, misinformed
about, or simply not interested in

oral health. Such lack of under-
standing and indifference may
explain why community water
fluoridation and school-based
dental sealant programs fall short
of full implementation, even
though the scientific evidence of
their effectiveness has been
known for some time. 

4. Increase oral health work force
diversity, capacity, and flexibility.
Carmona’s report said that the
patient pool of any health care
provider tends to mirror the
provider’s own racial and ethnic
background. As such, the provider
can play a catalytic role as a com-
munity spokesperson addressing
key health problems and service
needs. While the number of
women engaged in the health
professions is increasing, the num-
ber of underrepresented racial and
ethnic minorities is decreasing
and remains limited. The report
called for implementation strate-
gies to change the racial and eth-
nic composition of the work force
to meet patient and community
needs, ensure a sufficient work-
force pool to meet health care
needs, and secure an adequate and
flexible work force.

5. Increase collaborations. According
to the report, the private sector
and public sector each has unique
characteristics and strengths and
linking the two sectors can result
in a creative synergy that capital-
izes on the talents and resources of
each partner. Efforts are needed
within each sector to increase the
capacity for program develop-
ment, for building partnerships,
and for leveraging programs.

[To see the CHIRI report, go to:
www.ahrq.gov/chiri. Contact Mr.
Schneider at (941) 925-2901; review
his state survey at www.ada.org. To see
the HHS’ Call to Action, go to:
www.hhs.gov.] ■
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Anew report from the United
Hospital Fund stated that one-
third of New York City’s non-

profit general care hospitals face
financial problems serious enough to
jeopardize their continuing viability. 

While reluctant to draw national
conclusions based on a New York
City-only study, United Hospital
Fund president James Tallon tells
State Health Watch that the issue
could be a concern for any urban
center.

The United Hospital Fund’s July
2003 Hospital Watch report updates
information first developed in an
earlier report that found that more
than one-quarter of the city’s hospi-
tals faced financial problems that
signaled the potential for them not
to continue to remain in operation.
The hospitals were typically smaller
(fewer than 300 beds) and provided
a disproportionate share of care to
low-income patients. 

The updated analysis, with data
from 2000 and 2001, found that all
of the hospitals that were in finan-
cial jeopardy or at risk in 1999 were
so again in 2001. And the hospitals
that were financially stable in 1999
are showing signs of financial
decline. “In addition to long-stand-
ing fiscal constraints, hospitals faced
new challenges between 1999 and
2001, most notably significant
declines in Medicare payment rates
and large increases in the cost of
labor, supplies, and insurance,” the
report said. 

Although Medicare inpatient
rates, which were reduced nation-
wide an average of 9.7 in 2000 and
10.8% in 2001, still adequately
cover the cost of patients with
Medicare, these changes have
reduced hospitals’ ability to use
Medicare reimbursement to cross-
subsidize losses incurred from

uninsured and other patients.
On the cost side of the ledger,

nationally hospital costs grew by an
average annual rate of 3.8%
between 1999 and 2001, compared
to 2.7% between 1997 and 1999,
and 2.2% between 1994 and 1997.
Labor was the most significant cost
driver. In particular, the report said,
“the nursing shortage forced hospi-
tals to pay higher wages and rely on
agency or contract nurses costing
more than twice as much as salaried
nurses.”

Despite the adverse national
trends in revenue and costs, there
was little overall change in New
York City nonprofit general care
hospitals’ financial condition
between 1999 and 2001. But the
New York City hospitals in the
aggregate remained in the red in
2001 and continued to lag far
behind hospitals in other cities,
according to United Hospital Fund.

To measure and track hospital
financial performance, the Fund
developed a rating system to catego-
rize the financial condition of gen-
eral care nonprofit hospitals and
hospital systems in New York City.
The rating system is based on hospi-
tals’ historic and anticipated finan-
cial condition, and assigns hospitals
to one of three categories:
• In-jeopardy hospitals typically

incur large and recurring operat-
ing losses and working capital
deficits and have a net asset
deficit. Hospitals with this rating
are dependent on significant posi-
tive change either within or exter-
nal to the hospital to continue to
be able to meet their financial
obligations. 

• At-risk hospitals have the capac-
ity currently to meet their finan-
cial commitments, but adverse
changes either within the hospital

or in the environment will have a
high likelihood of impairing their
ability to continue to do so.

• Low-risk hospitals usually do not
incur operating losses and do not
have working capital or net asset
deficits. Adverse changes within
or external to the hospitals may
lessen but not impair their ability
to meet their financial obligations.
In its latest report, the United

Hospital Fund rated 35 hospitals
and hospital systems and found that
13 were in-jeopardy, seven were at-
risk, and 15 were low-risk. The in-
jeopardy and at-risk hospitals
together accounted for 57% of all
nonprofit hospitals in the city, with
45% of certified beds and 40% of
discharges.

Long-term viability in doubt
The Fund report said that the

“long-term viability of the 13 in-
jeopardy hospitals in their present
form is in doubt. Predominantly
smaller hospitals that provide a
higher proportion of care to low-
income patients, these hospitals face
large and recurring losses and work-
ing capital deficits, negligible short-
term liquidity, and higher levels of
debt.”

High levels of debt and debt ser-
vice contributed to the losses at in-
jeopardy hospitals, as a larger share
of their budget went toward debt
expense. Thus, long-term debt as a
proportion of total assets was 63%,
more than double that of at-risk
hospitals. 

In-jeopardy hospitals’ median
occupancy rate of 65% was lower
than that of at-risk hospitals, but
remained higher than that of large
urban hospitals nationwide (58%).

The report stated that the seven
hospitals shown in the at-risk cate-
gory are the most disparate in terms
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of size, location, utilization patterns,
and payer and service mix. Most
recently had made significant orga-
nizational or corporate changes in
an effort to reduce costs and debt.
Because those changes created a
large and sudden impact on many
of their financials, an aggregate
financial ratio analysis of at-risk hos-
pitals was considered to have limited
value for the report.

Although the 15 low-risk hospi-
tals looked the best when compared
to the other hospitals in the city,
they still lagged behind median hos-
pital performance in other U.S.
cities. They had a higher occupancy
rate and a growth in inpatient uti-
lization, but had lower surpluses,
which affects their ability to increase
debt or internally fund new projects
or services.

Operating margin for the New
York City low-risk hospitals was half
that at U.S. hospitals generally, as
was debt service coverage. Although
none of the low-risk hospitals
changed rating between the two
reports, they showed some signs of
fiscal decline between 1999 and
2001. Thus, 10 of the 15 low-risk
hospitals had declines in operating
margin, current ratio, and debt and
debt service ratios, although the spe-
cific hospitals with declines in those
ratios were not consistent.

Improving financial status
Since the 1999 analysis, in-

jeopardy and at-risk hospitals used
a number of strategies to improve
their financial condition, includ-
ing changes in senior management
and services offered. More than
25% also went through a corpo-
rate reorganization. 

The report said that on the
national level, analysts predict a sta-
ble outlook for nonprofit hospitals
in the short term. Although
expenses are expected to continue
increasing at a higher rate than in

the 1990s, revenues are expected to
keep up due to utilization growth,
driven by an aging population a d
technological advances. 

Weighted down
But, the report said, “New York

City’s hospitals are weighted down
with uncompensated costs associ-
ated with providing safety-net ser-
vices and with disaster preparedness.
Making matters worse, utilization
declines in many at-risk and in-
jeopardy hospitals represent an addi-
tional strain on the hospitals least
able to bear it. For these hospitals,
devising and implementing success-
ful survival strategies will be crucial
to their ongoing viability.”

Mr. Tallon tells State Health
Watch that while analysts often look
at financial problems faced by acad-
emic medical centers, this report is a
reminder that many community
hospitals are in a challenging situa-
tion that needs to be addressed
because of the concentration of

uninsured patients they serve.
“Through early 2001, we were

looking at a pretty strong econ-
omy,” according to Mr. Tallon.
“This report tends to show that
even after Sept. 11, 2001, we didn’t
build or buy our way out of the
problem.”

He says the smaller community
hospitals in New York City are
slowly and surely losing business,
which exacerbates their financial sit-
uation. The United Hospital Fund,
he says, has undertaken a series of
programs to improve health insur-
ance coverage and Medicaid and has
been involved in policy develop-
ment around these issues. 

“With rising health care costs, the
persistent large problem of people
without insurance coverage is not
something we can live with over the
long run,” he says. 

[The Hospital Watch report is
available at www.uhfnyc.org. Contact
Mr. Tallon at (212) 494-0700.]  ■
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Alabama p. 6

Arkansas p. 3

Georgia p. 6

Kentucky p. 1

Kansas p. 3

Maryland p. 3

Michigan p. 7

Minnesota p. 3

New Hampshire p. 12

New Jersey pp. 3, 12

New York p. 9

South Carolina p. 12

South Dakota p. 7

Tennessee p. 7

This issue of State Health Watch brings you
news from these states:
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New reporting options from
the Joint Commission on
Accreditation of Healthcare

Organizations (JCAHO) are a good
step forward in the effort to prevent
the disclosure of sensitive information
through the accreditation process,
says an attorney who is responding to
the concerns of risk managers. But,
she cautions, the two options may
not work unless state laws already
provide significant protection for such
privileged information.

JCAHO recently announced two
options designed to address legal
disclosure concerns related to the
Periodic Performance Review
(PPR), which is an integral compo-
nent of its new accreditation process
that debuts in 2004. The PPR
process requires each accredited
organization to conduct a midcycle
self-assessment against applicable
JCAHO standards; develop a plan
of action to address identified areas
of noncompliance; and identify
measures of success for validating
resolution of the identified problem
areas when the organization under-
goes its complete on-site survey 18
months later.

Under the usual PPR process,
organizations will be expected to
share all of this information with the
JCAHO at the midcycle point.
JCAHO staff will work with the
organization to refine its plan of
action to assure that its corrective
efforts are on target.

Risk managers and health care
lawyers expressed concerns about
the potential discoverability of PPR
information, particularly where it is
shared with the JCAHO, says
Elizabeth Summy, executive director
of the American Society for
Healthcare Risk Management
(ASHRM) in Chicago. Along with
other health care groups, ASHRM
has been communicating with

JCAHO about the legal concerns
raised by risk managers. As origi-
nally proposed, the plan would have
forced health care providers to hand
over protected information in a way
that would make it available to the
public and plaintiff ’s attorneys, Ms.
Summy says. The new options will
help some providers avoid that risk,
but they don’t solve the problem
entirely, she says.

“It depends on what state they
reside in as to what legal protections
they have,” Ms. Summy says.
“These changes are a good positive
step, but there will still be people
who have a hard time using this tool
because of their legal situation.”

ASHRM plans to provide specific
guidance on how to use the PPR
process without putting an institu-
tion at risk, but Ms. Summy says
that the best advice in the meantime
is for risk managers to study the
protections provided under their
own state laws.

“It’s a very complicated issue,” she
says. “To really understand it, you
need to be an expert in 50 state
statutes regarding protection of con-
fidential information.”

These are the two options
recently offered by JCAHO:
• Option 1 was designed to

address “waiver of confidential-
ity” concerns that could arise if
an organization shares sensitive
performance information with
the Joint Commission. 
Under Option 1, the organiza-

tion performs the midcycle self-
assessment, and develops the plan
of action and measures of success.
It then attests that it has completed
the foregoing activities but has, for
substantive reasons, been advised
not to submit its self-assessment or
plan of action to the Joint
Commission. The provider does
not submit.

The organization may discuss
standards-related issues with
JCAHO staff without identifying its
specific levels of standards compli-
ance. It also provides its measures of
success to the Joint Commission for
assessment at the time of the com-
plete on-site survey.
• Option 2 has been designed to

address concerns that the very
requirement for a self-assessment
at a specified point in time may
create a vulnerability to discovery
of the self-assessment findings
and any related plan of action. 
Under Option 2, the organiza-

tion need not conduct a midcycle
self-assessment and develop a plan
of action. It will undergo an on-site
survey at the midpoint of the orga-
nization’s accreditation cycle. The
survey will be approximately one-
third the length of a typical full on-
site survey. 

The organizations will be charged
a fee to cover the costs of the survey.
The provider develops and submits
to JCAHO a plan of action to
address any areas of noncompliance
found during the on-site survey.
JCAHO will work with the organi-
zation to refine its plan of action.
The organization provides its mea-
sures of success to the Joint
Commission for assessment at the
time of the complete on-site survey.

Still working on more options
In announcing the new options,

JCAHO president Dennis S.
O’Leary, MD, said he believed most
health care organizations will use the
PPR process despite concerns about
confidentiality. 

“However, these two constructive
options should assuage legal con-
cerns some organizations may have
about sharing self-developed perfor-
mance information with the Joint
Commission,” he said. 

Disclosure still could be an issue despite new options
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Mr. O’Leary also noted that
JCAHO staff and legal counsel con-
tinue to work with risk managers
and with lawyers from the American
Hospital Association and state hos-
pital associations to explore other
potential options and to determine
whether there are any additional
steps that would help in addressing
the legal concerns.

The options are welcomed as a
sign that JCAHO is trying to
address risk manager’s concerns, but
they don’t go far enough, says Mary
Marta, MSN, JD, attorney with
Epstein Becker & Green in
Washington, DC. Neither of the
two options will alleviate the con-
cerns of all risk managers, she says. 

Some lawyers have concerns
about the first option because some
state laws have language stating
that accreditation-related informa-
tion can be requested or must go to
a state regulatory agency. In those
states, the information might still
be accessible under Option 1
through state Freedom of
Information laws. 

“Option 2 allows the surveyors to

come in and do a third of the stan-
dards at cost, which is still a sub-
stantial amount of money, and the
issue is that everyone is seeing that
as punitive,” Ms. Marta says. “First,
you don’t get as much information
out of the process because you’re
only doing a third of the standards.
And second, you’re paying a hefty
fee, and a lot of hospitals can’t afford
that.”

The second option was expected
to help a lot of providers, but Ms.
Marta says many analysts still see
substantial risk. Some providers
have suggested that they would be
better off with something like the
Option 4 that is available in
JCAHO’s sentinel events policy.

That option, developed in
response to concerns that the previ-
ous requirements for reporting sen-
tinel events risked the disclosure of
sensitive information, says that it
can be used when “the organization
affirms that it meets specified crite-
ria respecting the risk of waiving
legal protection for root-cause
analysis information shared with
the Joint Commission,” an on-site

visit will be used to conduct inter-
views and review relevant docu-
mentation to obtain information
about the organization.

Ms. Marta says she is optimistic
that JCAHO will offer better
options soon, but in the meantime,
she says risk managers must study
their own state laws to see whether
either of the current options will
suffice. She cautions that under-
standing the applicable laws is a big
task to undertake.

“Because the state laws are so var-
ied, with some states having no pro-
tection and some having a lot, it’s
very important for risk managers to
take a look at not only their state
regulatory scheme but also what
state case law says,” she says. “In
South Carolina and New Jersey, for
example, neither of these options
seem like they will work at this time
because those states offer so little
protection.”

[Contact JCAHO and Mr.
O’Leary at (630) 792-5000; Ms.
Summy at (312) 422-3980; and Ms.
Marta at (202) 861-1885.]  ■
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Proposed Medicaid waiting list put on hold
CONCORD, NH—Elderly and disabled people who need care at

home to stay out of nursing homes can breathe a bit easier. Douglas
McNutt, acting director of New Hampshire’s Division of Elderly and Adult
Services, says that the Medicaid waiting list proposed to take effect Oct. 6
has been put on hold. 

“It’s under review. The department will look at its options,” Mr. McNutt
said. State legislators said that they were confident the planned waiting list
for home-care services would not be started, as the state Department of
Health and Human Services had initially planned. Mr. McNutt said he
could not guarantee there would never be a wait, but he reassured
Medicaid clients who qualify that they will not have to wait yet. The
department had announced it would be starting the waiting list because of
budget problems. Legislators reacted angrily, saying that wasn’t the plan
when they wrote the new state budget this spring and summer.

—Telegraph, Nashua, NH, Oct. 20, 2003  ■



CHIP
Use SCHIP tactics to attract

Medicare patients to Medicaid,
Aug:11

Dental care
Advocacy group gives U.S. a ‘C’

in dental care, Jan:9
Oral health for older Americans is

becoming a ‘national crisis,’
Jan:9

Too many children have too much
oral disease, Jan:10

Oral health services sink their
teeth into grants, Feb:11

Increasing dental services for
Medicaid children, Dec:6

Disabled
HHS approves PA plan to help

disabled adults live at home,
Feb:12

Disparities
Small NYC hospitals at financial

risk, says new report, Dec:9

Health insurance
Policy-makers must decide: Cover

uninsured or pay a higher price,
May:1

New plan for health insurance for
all could mean savings for
states, July:1

No lack of solutions for problem
of uninsured, July:5

Is Congress ready for universal
health care coverage? July:8

Grants fund ways to improve
health system access and navi-
gation, July:10

The cost of uninsurance: $65 bil-
lion to $130 billion, Aug:4

HIPAA
Fear, anxiety, frustration, and

anger on the HIPAA road, Feb:9

Joint Commission
Disclosure could still be an issue

despite new options, Dec:11

Malpractice
Does malpractice liability pressure

lead to reduced care? Oct:5

Managed care
Supreme Court ruling: It’s time for

the states to control managed
care, June:1

Behavioral managed care: Don’t
dismiss it, because changes are
coming, Aug:6

Should MCOs get the Medicaid
drug rebate? Nov:10

Medicaid
New political makeup of Congress

raises different questions for
states, Jan:1

Big Medicaid cuts may be coming,
state officials say, Jan:4

Tangled web of Medicaid and the
states: Both may need fixing,
March:1

CMS reverses field on ED restric-
tions, March:10

The future of Medicaid’s in flux as
states debate flexibility or fund-
ing, April:1

Marketplace changes have an
effect on Medicaid managed
care, April:5

Congress sharply divided on
Medicaid changes, April:8

New cancer program combines
population screening with pub-
lic health intervention, May:10

The mentally ill, effective meds,
and Medicaid, May:11

Medicaid reform: Politically
doable or wasted effort? June:5

Illinois may borrow $1.5 billion
for overdue Medicaid bills,
June:12

Judge OKs Medicaid cutoff,
June:12

States in a box: Nothing to do but
reduce their payments and ben-
efits, Aug:1

Quality-of-life assessments view
patients as partners in care,
Aug:10

Use SCHIP tactics to attract
Medicare patients to Medicaid,
Aug:11

Medicaid block grants could hurt
mentally ill, Oct:9

Squeezed: States reduce Medicaid,
though it’s not to blame for
woes, Nov:1

Kentucky’s Passport Health Plan
eliminates stigma and finds the
state is saving money, Dec:1

Increasing dental services for
Medicaid children, Dec:6

Mental health
MA mental health study shows

the way to better treatments,
May:6

The mentally ill, effective meds,
and Medicaid, May:11

Innovative state and local pro-
grams could cut inappropriate
adolescent mental health place-
ments, June:9

Medicaid block grants could hurt
mentally ill, Oct:9

What can be done about a mental
health system in disarray?
Oct:11

New Bill: Children shouldn’t leave
home for mental health treat-
ment, Dec:1

Saving money
Study finds rate of return on

tobacco dollars is best when
directed to other health pro-
grams, Jan:1

Keeping PACE with long-term
care costs means a savings for
participating states, Feb:1

Cost-cutting: States shift to long-
term care, Feb:10

Though tempting, many say not
cutting costs is the road to eco-
nomic recovery for the states,
March:1

Helping people to live indepen-
dently means saving money
and improving their health,
April:1

State Health Watch
2003 Index

Need back issues? Call (800) 688-2421 or (404) 262-7436. Thomson American Health Consultants.



Families often suffer needlessly
when making choices for treat-
ing mental health disorders,
May:1

For states with limited Medicaid
resources, risk adjustment helps
identify best providers, June:1

In wake of the Supreme Court
decision on Maine’s drug pro-
gram, states look for direction,
July:1

New training, technical assistance,
and grants help six states man-
age pharmacy strategies, Aug:1

States with reformed litigation
systems have lower premiums,
Oct:1

Want the job done right and
cheaply? Here’s how states can
help moms and taxpayers save,
Oct:1

Oklahoma claims system could
save millions as CMS picks up
another 25% of the costs, Nov:1

Kentucky’s Passport Health Plan
eliminates stigma and finds the
state is saving money, Dec:1

Smallpox
States take a stand on smallpox:

Do no harm, go slow, stay
small, Feb:1

President’s smallpox vaccination
plan covers several phases,
Feb:4

Physicians may understand small-
pox risk, but the public hasn’t a
clue, Feb:5

More questions raised about
smallpox vaccinations, March:7

Local agencies say smallpox vacci-
nations hurting other efforts,
May:8

Trends
Just don’t do it: Survey shows

Americans support strong 
sexual abstinence message,
March:9

Rising pharmacy copays could
lead to health risk, March:11

Federal government has a new
estimate of the number of unin-
sured, July:3

Report assesses physician access,
Nov:4

States don’t mandate adequate
newborn screening, Nov:8

STATE INDEX

Arizona
Arizona governor starts discount

drug program, March:12

Colorado
Judge OKs Medicaid cutoff,

June:12

Georgia
Health aid for poor is facing cuts,

Nov:12

Illinois
Illinois may borrow $1.5 billion

for overdue Medicaid bills,
June:12

Kentucky
Kentucky’s Passport Health Plan

eliminates stigma and finds the
state is saving money, Dec:1

Massachusetts
Report: Children don’t get enough

mental health care, Jan:12

Nevada
Children’s advocacy group gives

Nevada poor marks, March:12

New Hampshire
Proposed Medicaid waiting list

put on hold, Dec:12

New York
Small NYC hospitals at financial

risk, says new report, Dec:9

Oklahoma 
Oklahoma claims system could

save millions as CMS picks up
another 25% of the costs, Nov:1

Pennsylvania
HHS approves PA plan to help

disabled adults live at home,
Feb:12

Pennsylvania reform lauded by
NASHP, Oct:6

Tennessee
TennCare cuts targets 50,400

more, Feb:12
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