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rvatizadion of hehavioral headth serviees

to public pdients s drowing ar o a

tremendons pace Most of these patients

are served throngh managed behavioral

headth compantes, HMOs or conunnnity
mental health centers: i other waords, throngh
statud-alone ennities that, for the most part, do
not-eollaborate with a il range of healtheare
providers in the communty.

Behavioral healthcare, regardless of paver
sonrce, will evolve bevond this stand-alone,
fragmented approach. and be dehvered throngh
integrated health svstems - hosprtals. phvsi-
cians, mental health professionals and a broad
range of other providers who work together to
provide a full range of healthcare services. Sich
a system links providers together under an
organizational  umbrella that fosters  easy
provider communication and smooth transinen
for the patient when moving from one
healthcare setting to another.

Delivering services through un integrated
approach has very real benefits for behavioral
health. For exampie, let's lonk at the record
for diagnosis and treatment of depression.
The literature tells us that between 2.3 percent
and 3.2 percent of U.S. men and between
15 percent and 93 percent of women
meet the diagnostic critena for major depres-
sive disorder.

Most clirucal depression goes unrecognized
and untreated, however. Of those individuals
whose cases are recognized. only about 20
percent seek care from a1 mental health
professional. At the same time, 75 percent of
cliweally depressed individuals Jdo seek care
from a physical healthcare provider. This may
help explain why more than half of medical
visits do not reveal an identifiable. treatable
illness or iyury.

Yet it 15 very difficult for physicians to
recognize the mental health problems of
patients in a 10- to I5-minute office visit. No
wonder there are often errors reported in
recognizing and treating behavioral disorders.
Most physicians don't consult regularly with
behavioral health providers, either to help
sharpen their diagnostic skills or to foster
on-going professional relationshups. Not surpris-
ingly, physictans report (eeling disconnected
from mental health colleagues.

Closer collaborinion berween s
mental health rrofessonals ol
consultrion and e e nghn e
behavioral health probicms s
enhance care for phesieal clhness, s
Research shows theris e anpron

when hehavioral servees are b oo e
of cardiac and caneer it nts forcsanne e
U managlng chromie dlnesses <o e
and asthma. Collaboration between o
medical/surgical and behaviorat feadife e o

dlows the kind of coordinated cupn e
that leads to ueasurable fnprosoe o 0 ol
patient hewlth.

There's anather reason to beliew ar 2
integrated delivery svsicis i oo
effective. A range of providers workong fec o -
under the same set of it b atd o nn
incentives is more efficient. This s ime g
privately insured patients, as well as tor bl
patents.

Aligning diverse interests, concer s g
needs builds accountability e Sl ~
for patients and comumunities. :ud those who
pay for care - insurers ard emplovers. This
integrated approach makes good pracical sense
because as healthcare markets marure.

o Traditional, fragmented delivery svsioms
won't stand the ngors of an arganized by s
system. Instead. buyers will look for systems it
are capable of managing the tull range of care

o Financial wncentives aligned among hosg-
tals, physicians and other providers will 1w
required in order to effectively manage the 1l
range of healthcare services. Providers will
aceept tinancial risk for phyvsical and behavior.d
health under a range of contract methods

« Most insured individuals. including rhose
covered by government programs. will i
enrolled in some form of managed care program
As managed care markets mature. they mo:
from discounts to financial nsk-sharng m
delivering a package of healthcare benefits

« Physicians will seek larger integrarc
healthcare organizations i which to practice
hecause larger groups are better uble 1o
aceept risk.

» Untraditional partnerships  will  formn
whether bhetween hospitals and e i
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The National Association for Family-Based Services (NAFBS)

Make Plans Now

San Antonio Hosts
NAFBS Conference
December 11-14

by David Haapala

he NAFBS Conference

Committee expects hundreds of

family-based practitioners. poli-
cymakers, parents, administrators, edu-
cators, and researchers from across
North America to converge on San
Antonio, Texas. December [1-14. 1996,
for the 10th Annual NAFBS
Empowering Families Conference.
Headguartered at the beautitul San
Antonio Hyatt Regency Hotel on the
River Walk. the conference site is per-
fectly situated with an extraordinary

view ol the river and within casy walk-

(See CONFERENCE, p. 14)

San At

The King William Historic District is

one of the many fascinating areas 1o

VINIEin San Antonio. You can regisier for
the NAEBS Conference using the
Registration Form on page 15 of this

isvie!

MANAGED CARE AND FAMILY-BASED SERVICES

Managing Managed Care for Families

by Jolm Hutchins

anaged care — the philo-

sophical and financing sys-

tem that has transformed the
private health care delivery system in
the United States — is rapidly moving
mto social services systems and the
publicly-financed health care sector.
Within the next decade. 80 10 90 percent
of Americans will receive their health
care through managed care wrange-
ments, according to industry expert
Monica Oss, a keynote speaker at
December’s National Association for
Family-Based Services (NAFBS)
Annual Conterence (see story at left).
Medicare now offers incentives to
seniors o move into managed health
care. and. under tederal watvers, states
are tuning to managed care contractors
1o help control the rising costs of
Medicaid. which far outstrip the private
health care intlavon rate. NAFBS
members working in mental health and
sutbstance abuse services have been
dealing with the managed care wave tor

several vears. Child weltare and other

public social services are just beginning
1o feel its etfects. However. no public
or private health or socral service
agencey will avord the managed care rev-
olution m the next decade.

The spectre of managed care creates
CONSIEINALON MO MaNy service
providers used to open-ended entitle-
ments and fee-for-service arrangements.

However. as Langley and Preister

Liasy

‘,"‘1‘/' U8 '?it
(1996) note 1n their new managed care
cuide for nonprofit social service
providers (see Resources. p. 10 man-
aged care is really only a technology —
like research, computerization. and qual-
ity assurance — that can either enhanee
or hinder the misston of pubhc sector

agencies and other nonprotits.

(See MIANAGING, p. 0)

MORE ON MANAGED CARE ...
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What is Managed Care?

Managed care seeks 1o control the
cost of delivering services by changing
the financial incentives of delivery sys-
tems. By limiting services 1o those that
are necessary and appropriate. by coor-
dinating the delivery ol services, and by
rewarding preventive care. managed
care strives o cut the wastetul overuti-
lization and inefticiencies of traditional
fee-for-service systems while still pro-
viding quality care. The principal
financing mechanism of managed cure
15 capitation — that is, the provider
(whether a large company or an individ-
ual) agrees to provide services to a par-
ticular population for a per person per
vear fec. At its best. capitation encour-
dges proactive, preventive. coordinated
services to patients and clients in an
ettort to avoid more expensive remedial
care later. In the carly days of the man-
aged health care industry, managed care
organizations {MCOs) assumed the risk
ot capttation by enforcing strict utiliza-
tion review over health care services.
However. in recent years, MCOs have
shifted the burden directly to health care
professionals (whether individuals or
groups) by requiring contracted
providers to accept the risk of capitation
themselves — eliminating the need tor

utillization review,

Managed Care and
Social Services

[n o recent survey of state child wel-
tare services administrations. the Child
Welture League of Americi found that
41 ot 49 states contacted are consider-
ing applying or planning to apply man-
aged care principles to the financing and
delivery of child welfare services.
Twenty-two states are considering or
planning to contract out all or part of
their management functions, including
seven states that would seek an outside
vendor to deliver and monitor services.

SN JRE IR BRSO B YT T Y

No state indicated that for-profit man-
agement organizations would be exclud-
ed from submitting a proposal. The top
three services that states indicated might
be included under managed care are:
tamily foster care (39 percent). residen-
tial treatment (55 percent), and group
care (52 percent).

The passage of federal welfare
reform legislation, which ends the wel-
tare entitlement and devolves adminis-
trative responsibility to the states. has
freed states to transtorm their welfure
systems. Many states are considering
privatizing part or all of their welfare
programs, which, in most cases. will
mean some form of managed care.
Several states — including Texas and
Wisconsin — have already begun
aceepting bids. The huge sums of
money being discussed — $563 million
per vear to run the entire Texas weltare
operation, for instance — are altracting
surprising new players o the table with
litde or no experience in social services
administration. including Andersen
Consulting, Electronic Data Systems.
Inc.. and Lockheed Martin. (In a clear
demonstration of its interest in this new
market. Lockheed Martin recently hired
Michigan welfure commissioner Gerald
Miller as a top advisor.) According to a
recent New York Times article, state and
county officials tacing capped welfare
budgets and strict work and time limit
requirements find the idea of fixed-price
contracts with corporations very appeal-
ing.

A Philosophical Fit with
Family-Based Services?

AL first blush, managed care. with its
cost-conscious, bottom-line orientation.
would seem to have little in common
with the principles of the family-based
services approach — comprehensive.
coordinated, community-based, cultural-
ly-relevant services that empower fami-
lies. However, Claiming Children. the
newsletter of the Federation of Families
for Children’s Mental Health, suggests

"
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that managed care offers opportunities
to create a comprehensive, community -
hased spectrum of services that is better
mtegrated. A successtul managed care
approach to health social services
would:
¢+ control costs and monitor effective-
ness,
¢ coordinate services into a4 network
— that is, integrate disjointed ser-
vice systems (ehild welfare, educa-
tion, mental healthy and separate
tunding sources (federal. state, and
tocal). and
* inlegrate services to provide wrap-
around care to children and ther
families at home (Adanmis, 1993

Atthe same ume. managed care
appedars to present greater rishs for some
populations. A recent study published
mn the Journal of the \merican Mcdical
Association tound that clderly people
and poor people who are chronically 11l
tend to tare worse in health maintenance
organizations (HMOs) than in conven-
tional fee-tor-service plans Cleftrey.
[996). The managed care industry dis-
agrees with the findings. and these
rescarchers themiselves also tound that
care for average patients was compari-
ble between HMOs and fee-for-service
arrangements.

For managed care 1o tultill its poten-
tial as an agent for improved services
for fumilies. tamily advocates must play
an important role. The Institute for
Family-Centered Care. which promotes
family-based services for children with
special health care needs. warns that
families and family-based professionals
must make sure that managed care com-
panies provide access 1o adequate pre-
ventive and support services. encourage
collaborative relationships between fam-
tlies and providers. und ensure that fam-
ties have a real voice in defining quali-
ty and shaping managed care systems.

Several national membership organi-
zations, including the Federation of

(See MANAGING, p. 7)

4
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(MANAGING, from p. 6)

Families tor Children’s Mental Health
and the Child Welfare League of
America, have recently published sets
of principles to guide managed care
companies and family advocates as they
design new heaith and social service
managed care systems,

“NAFBS is committed to helping
family-based service providers and their
clients deal with the changes that man-
aged care will continue to bring to
human services.” says Steven Preister,
NAFBS executive director. For
instance, he noted that the 1996 NAFBS
Annual Conference in December will
highlight managed care issues (sce p. 1)
and the 1998 NAFBS Educators’
Institute will focus on the role that pro-
fessional schools have in preparing fam-
ily-based providers for managed care
{see p. 8). The NAFBS Board of
Directors has also begun providing
managed care raining 1o state associa-
tions and has created o Managed Care
Task Force to gather information about
managed care penetration in human ser-
vices and to develop a plan for further
assisting NAFBS state associations and
individual members (see box at night).
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Call for Information on In-Home Services

The National Association for
Family-Bascd Services (NAFBS)
Managed Care Task Force is seeking
information trom NAFBS members
providing in-home services about
their relationships with insurance/
managed care companies for use in
preparing training materials for state
associations. Please send your
responses to the following questions.
along with any contract tormats,
treatment plan formats. and outcome
measures that you have found usetul,
to Steven Preister. NAFBS Executive
Director, 6324 Fifth Street. NW,
Washington, DC 20012,

I. Is the in-home program in which
you are involved collaborating
with any insurance companies for
the provision of in-home services?
e If yes, what kind of in-home

services dre insurance compa-
nies interested in? Mental
health related? Correctional
issues? Others?

« What kind of contract was nego-
tiated with insurance companies
in order to balance the special
needs of in-home services, such
as travel, tlexible hours, intensi-
ty, and irregular stafting pat-
terns?

« What kinds of treatment plans
and prior authorizallon process-
es are being requested by these
companies? How are you inte-
grating individual diagnosis and
family-centered services in
these plans?

* Arc insurance companies
demanding specific statt cre-
dentials?

t2

Is the in-home program in which
you are involved collaborating
with local departments of human
services for the provision of in-
home services through managed
care arrangements”’

« If yes, what in-home models are
they interested in? Those that
prevent foster care”? Group
care? Residential care”? Other
models?

« What kind of contract. it any.
was negotiated between your
program and the human ser-
vices department?

3. What kinds of outcome measures
are you using in order to meet the
requests of either insurance com-
panies or human services depart-
ments?
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viii Managed Care

managed care environment—without minimizing the pitfalls
and challenges that lie ahead.

Child welfare agency executives, management staff members,
therapists, middle managers, and board members have much to
gain from reading this book. Those in the ranks of public policy,
state government, mental health, and other public and private
human service agencies will also find this book useful.

One of the dangers inherent in writing a book about an
emerging phenomenon is that future events will overtake the
authors’ current perspective on the topic. To counter this, we
repeatedly emphasize the core issues of managed care, lend
multiple perspectives to the future of child welfare, and encour-
age readers to take an active role in determining the future of
their agencies. Whether or not managed care is ultimately-
viewed as a benefit to the children we serve or as a failure will
in large part depend on the results of your advocacy efforts.

We hope that this book provides the tools needed for your
journey into managed care.

Davip EMenHiser, Ebp.D.
January, 1995

EXECUTIVE SUMMARY

One must never lose time in vainly regretting the past, nor in
complaining about the changes which cause us discomfart,
for change is the very essence of life.

—Anatole France [1883]

The introduction of managed care in the child welfare field is
fundamentally revolutionizing relationships among clients,
funders, and child welfare agencies. Relationships that have
generally held constant over the past 20 years are about to
change dramatically. While managed care is often viewed as the
result of health care reform initiatives, more universal forces
than that are at work. The implementation of managed care is
being driven by the computer revolution, high-tech communi-
cation systems, the consolidation of capital, and issues of
affordability and quality. These same forces are at work in other
sectors of the economy: corporate downsizing, bank consolida-
tion, and insurance company mergers. To assume that child
welfare and children’s mental health agencies will not be dra-
matically affected by these revolutionary changes is, at best,
wishful thinking.

Currently, the implementation of managed care is a state-by-
state phenomenon. Over time, however, it will likely become
universal. Like the aftermath of any other revolution, some of
what existed before will be swept away. Some child welfare
agencies will not survive the transition; others will survive only
as parts of other organizations. The managed care revolution
differs from past innovations—deinstitutionalization, perma-
nency planning, and family preservation—that largely resulted
from internal efforts to reform the field. This revolution is being
driven by external forces. In this sense, it is comparable to the

X




X Managed Care

racial and religious integration that most agencies experienced
in the 1960s. Few current child welfare agency executives have
experienced this kind of climatic change.

The gocd news is that, like all revolutions, this one will create
a number of opportunities for agencies. For those agencies that
prepare for and decide to embrace the new reality, a host of
possibilities will emerge, including the opportunity to imple-
ment new approaches to serving children, explore new funding
sources, reorganize, and build new partnerships.

This executive summary is not a substitute for the entire text,
especially considering the technical and in-depth nature of the
topic, but a sampler to whet the appetite of those agencies
preparing for managed care.

Chapter 1: The Basics

While managed care appears to be a new phenomenon, its roots
can be traced back to 1929. In that year, teachers in Dallas,
Texas, joined an organization (through Baylor College of Medi-
cine) to cover the costs of hospitalization for the group. Over
time, managed care has become the predominant form of private
health care delivery and financing. On the public side, it is
becoming a force in the provision of health care, mental health
care, and social services as state officials seek to control Medic-
aid and other government expenditures.

What is Managed Care?

Three major activities characterize managed care systems: (1)
arrangement for the delivery of services, (2) review of the quality
and appropriateness of the services provided, and (3) reim-
bursement of providers who deliver services. These activities
are tied to the two major goals of managed care: (1) reducing the
overall costs of service delivery, and (2) ensuring the quality of
services that are delivered. Costs are addressed by limiting
reimbursements for service and by controlling inappropriate
service use through reviews of the intensity of services and their
duration. Managed care plans also focus on shifting reimburse-
ment from a fee-for-service orientation to one where service

- ——
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providers share the financial risk. To ensure quality, managed
care organizations (MCOs) employ an array of local and national
quality standards. MCOs achieve quality care by negotiating
with their providers, assessing customer satisfaction, and estab-
lishing outcome measures and procedures for continuous qual-
ity improvement.

Elements of Managed Care

While managed care may take a variety of forms, all plans have
certain common elements. Each consumer is “enrolled” in the
plan and agrees to its terms. Managed care plans establish
networks of service providers, who agree to the terms of a
contract. These providers are selected based upon the quality,
cost, and range of services they provide. Clients usually access
the plan through a single point of entry—a primary care pro-
vider who serves as a gatekeeper and manages client access to
specialists and other plan service providers.

In addition, managed care companies use a variety of reim-
bursement systems designed to shift the financial risk to service
providers and to control the cost of services. One approach is a
capitation contract, which prepays the service provider a set
monthly amount for each individual enrolled in the plan, in
return for the provider's agreement to provide arange of services
for that set amount. Other payment methods include discounted
rates, fee schedules, and the traditional (but relatively less
popular) fee-for-service plan. As mentioned above, managed
care places great emphasis on continuing quality assurance and
improvement, and on utilization review programs.

Managed care plans encourage enrollees to use member ser-
vice providers by allowing enrollees to obtain services with
little or no copayment inside the managed care network, and by
requiring significantly higher copayments from enrollees who
use providers outside of the plan. While managed care often take
the form of health maintenance organizations (HMOs), there are
a number of other forms, which offer a range of services and
provide services through different types of contractual arrange-
ments. Appendix A provides a glossary of the most common
managed care concepls.

|
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Managed Care and Mental Health Care Services

Most managed care companies offer some form of mental health
coverage for their enrollees. The costs of mental health care,
however, have been more difficult to control than those of
physical health care, due to the subjective nature of mental
health care, the lack of a single standard of care and treatment,
and the variety of practitioners and treatment modalities. Man-
aged care systems tend to limit their clients’ use of mental health
services by requiring a physician’s referral and out-ef-pocket
payments for a percentage of the costs, and by restricting the
number of sessions or dollar amounts covered. The trends in
behavioral health care include payer/MCO-driven decision mak-
ing as to the effectiveness and efficiency of the service, outcome
measurement, and consumer sensitivity.

Managed Care and Medicaid

With rising competition in the private insurance market, MCOs
are becoming increasingly important in the realm of public
insurance programs, especially Medicaid. Under current Med-
icaid law, five major types of managed care are permitted: (1)
voluntary participation of Medicaid beneficiaries in HMOs; (2)
use of targeted case-management services included in the state
Medicaid plans as an optional service; (3) state plan exceptions
that allow voluntary capitated service delivery programs; (4)
freedom-of-choice waivers that permit states to require Medic-
aid-eligible individuals to receive services through a managed
care, capitated program; and (5) waivers under §1115(a) of the
Social Security Act that allow states to use managed care as a
Medicaid “research and demonstration” program. The fifth
option—§1115(a) waivers—has generated most of the attention
recently as states have used it to reform their health care systems
and contain costs. Section 1115(a) waivers provide states with
considerable flexibility in establishing their own eligibility
rules, service coverage. and provider arrangements. In those
states that have received §1115(a) waivers, some themes are

- evident, such as eligibility expansion, the use of cost sharing

e . with consumers and risk sharing with service providers, and

B ' increased managed care enrollment. A number of questions
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have been raised by such innovative application of waivers,
including concerns that shifting financial risks to service pro-
viders may actually create a disincentive to serve, and that
clinical decisions are being influenced by cost.

Implications for Child Welfare Agencies

Child welfare agencies in states that are moving toward adopt-
ing a managed care system must not hesitate to address a number
of practical and strategic issues. The inclusion of special-needs
populations in managed health care plans offers a nurr'1ber pf
advantages for clients and agencies, including expansions in
early diagnosis and treatment, increased flexibility in treat-
ment, and new sources of funding forcommunity-based services
such as wraparound. Managed care also poses risks, however,
especially for children with the most intensive service neefis.
who require comprehensive, long-term, and often expensive
treatment, and whose placements in care are often quite tran-
sient. Child welfare agencies must ready themselves by analyz-
ing how the goals of managed care can be met within the
framework of their agencies’ mission. creating compatible ser-
vices and pricing structures, and comprehending legal issmlxes
regarding contracts and liability. It is during this intenim period
that child welfare agencies have both an opportunity and an
obligation to work with MCOs to insure that the special an.d
complex needs of their agencies’ clients are met through this
new system of care and treatment.

Chapter 2: Preparation and Positioning

Chapter 2's topics are most relevant to executives, staff mem-
bers, and board members of agencies that are nearing the point
of transition from a fee-for-service to a managed care environ-
ment. During this transition. the very survival of the agency is
at stake. Agencies must begin now to prepare their leadership,
programs, finances, and marketing efforts for this new climate.
Chapter 2 presents a number of offensive and defensive strate-
gies to guide agencies through the dangers of the conversion
period.
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Leadership

The first and most important step in preparing for managed care
is to ready the agency’s leadership for change. During times of
crisis, those who inhabit organizations tend to close ranks
behind their leader and become more dependent than ever
before upon that person’s guidance.

At this initial stage, CEOs need to educate themselves about
managed care and assess their level of comfort with change.
Simultaneously, they need to educate their management team
members and boards of directors about the concepts of managed
care. With this preparation as a base, they can begin to strengthen
their boards by selecting new members with the needed exper-
tise, add managed care goals to their agencies’ strategic plans,
and intensify their advocacy efforts to guide their states’ man-
aged care plans and their implementation.

Furthermore, leaders must realize the power of self-fulfilling
prophecies, and how contagious positive or negative attitudes
about the future are with staff and board members. Leaders are
entrusted with inordinate power to model and communicate
their visions of the future to their organizations. The ability of
an organization to survive and thrive in this new environment
might well be decided by its leader’s attitude and perspective.

Programs

Probably the most difficult aspect of an agency’s conversion to
a managed care environment will be changing its mix of pro-
grams. Managed care will emphasize prevention and early
intervention, will erect barriers to placing children in expensive
out-of-home care settings, and will limit lengths of stay. Thera-
pists and middle managers will experience the greatest stress
during the transition because they must fundamentally change
their orientation to service provision, therapeutic indepen-
dence, and relationships with their clients.

Agencies can adopt a number of offensive strategies to posi-
tion themselves and their programs for managed care.

1. Agencies should consider expanding their continuum of
care and treatment options to offer "one-stop shopping”
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for families and children in need of treatment services.
MCOs will be attracted to agencies that have services
available 24-hours a day, that respond quickly to a crisis,
and that cover a wide geographic area, especially those
that have a number of regional outpatient offices to en-
hance accessibility.

2. Agenciesshould emphasize programmatic unity and ease

of client transfer to “step-down” services if they are to
make a successful transition to managed care. While
many agencies offer an impressive array of services, they
lack programmatic and clinical unity.

3. Agenciesshould considerunifying and streamlining their
admissions processes to speed response time, eliminate
multiple points of entry, and create an agencywide admis-
sion criteria. In abehavioral care setting, agencies will not
have the luxury of rejecting referrals.

4. MCOs seeking service providers will be emphasizing
outcome indicators to measure the success of agency
treatment programs and client surveys to assess satisfac-
tion rates. Frankly, child welfare agencies should have
been employing these methods for years, but have been
slow to embrace quality assurance measures and proce-
dures. Agencies that do not have such programs in place
should implement them now if they hope to have data
available during the critical phase of marketing them-
selves to MCOs.

Three other offensive strategies with broad implications for
child welfare agencies are the implementation of computer
networks, utilization review, and partnerships.

Much of the innovation demonstrated by MCOs is tied to the
sophistication of their computer networks. Agencies that de-
velop orexpand their networks will be able to speed their billing
processes and limit the staff time dedicated to client records,
thus making themselves increasingly attractive to MCOs.

Managed care will probably lead to the demise of traditional
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therapeutic independence due to the implementation of utiliza-
" tionreview systems, best practice standards, and “brieftherapy”
modalities. With a generous amount of training and guidance,
the majority of therapists will be able to make the transition.
Some, however, will not. This latter group can create an internal
challenge to an agency's transition to the new reality.

Finally, agencies and their boards should consider forming
partnerships with other organizations and networks. Such en-
deavors can strengthen an agency by teaming it with others that
provide the services it lacks (e.g., chemical dependency, adult
mental health, inpatient hospitalization, etc.), and by spreading
the financial risk of a capitated contract. Conversely, partner(s)
with a questionable commitment to quality or a weak financial
structure can be a detriment. Agencies should look for partners
who share their values and have trustworthy management.

Finances

The ability of an agency to provide services that respond to a
need, combined with the following defensive strategies, could
set the stage for a successful move toward providing behavioral
health care services in a managed care environment. Defensive

financial strategies use an agency's assets to ride out the storm
of the transitional period.

1. Internally, or with the help of an accounting firm, agen-
cies should conduct a profit center study to discover the
exact cost of each service, not just the rate charged. This
knowledge is essential during negotiations with MCOs.

2. Agencies should work with their current bank (or find a new
one, if necessary) to expand their line of credit. A line of
credit equal 1o 10% to 15% of the agency’s annual budgset is
probably adequate. Discussions with the bank about the line
of credit should begin before the funds are needed.

3. In anticipation of a period of financial strain, agencies
should prepare a reduction-in-force plan.

4. Agencics with endowments or real property assets will
have a substantial advantage during the conversion pe-
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riod. Boards, however, should be prepared for the possi-
bility of selling unused land or dipping into the corpus of
endowments as a last resort.

5. Agencies should put into place a sophisticated financial
management system that provides a timely accounting of
billings, accounts receivable and aging, income and ex-
penses per program, and so forth.

6. Agencies that raise over 10% of their operational budget
from private sources and apply their grant writing capa-
bility to secure local, state, and federal funds will find
these efforts pay great dividends during the conversion
process.

Pursuing Competitive Advantage

In the competitive environment of managed care, nonprofit
child welfare/children’s mental health agencies have a number
of advantages over for-profit and governmem-sponsored pro-
viders. Nonprofit agencies have learned to provide cost-effec-
tive services that generate income, whereas public agencies are
often dependent on the size of the government allocation and
the taxpayers’ commitment to the population they serve. Non-
profit child welfare agencies have skills and flexibility that are
more in keeping with the private sector than do public sector
agencies such as mental health centers.

Nonprofit agencies are familiar with the Medicaid-eligible
clientele, and have long histories of serving abused or neglected
children, children with emotional handicaps, and their fami-
lies. Furthermore, they have mission-directed staffs that are
committed to the values of quality care and treatment. These
values are imbedded in the fabric of the organizations, not
dictated by government regulation or motivated by the pursuit
of profits.

Nonprofit agencies have a substantial advantage in that their
prices are usually lower than those of governmem-sponsored
mental health centers, and substantially below those of for-
profits agencies and hospitals. Many nonprofit agencies own
their facilities and have financial reserves or endowments thot
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lower operating expenses and provide an important cushion. In
addition, animportant niche market in the new order will be the
combination of therapeutic services and housing, a traditional
strength of nonprofit agencies. While the use of out-of-home
care may be limited, it will not be eliminated, as it provides a
less expensive alternative to inpatient hospitalization.
Finally, nonprofit agencies have a long history of community
service and visibility, resulting in a measure of credibility and
legitimacy that will be attractive to MCOs and will provide an

advantage over for-profit and government-sponsored service
providers.

Marketing

Allofanagency’s preparation and positioning will be for naught
unless it develops an aggressive and entrepreneurial marketing
plan that establishes challenging goals, defines a geographic
territory, and identifies the MCOs that it plans to approach.
Agency executives and boards should use their contacts to
identify prospective MCOs, then employ a market segmentation
approach to identify the needs of these companies, determine
how to gain access to their leadership, and devise a plan to
present the agency as the solution to their needs.

Agencies can employ a number of techniques to give them-
selves the inside track over their competitors. These include
using state agency contacts, obtaining professional advice to
structure marketing plans, and exploiting the state’'s bidding
process to identify prospects and obtain valuable market re-
search data. Ultimately, however, the success of an agency's

efforts to secure managed care contracts will hinge on the value,
price, and quality of its services.

Chapter 3: Implementation

Chapter 3, the most technical section of this book, probably
deserves two readings. Capitated contracts and services lie at
the heart of managed care. Mastery of this topic can ease the

transition of agencies to becoming behavioral health care pro-
viders under managed care.
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Capitation payment models, in existence for more than a
decade, were developed to give insurance companies and em-
ployers the ability to predict their health care costs foran entire
year. Simply put, capitation means that an insurance company.
MCO, or service provider sets a fee per member/clientto deliver
some or all of the services specified under a health care plan.
Behavioral health care benefits are commonly provided sepa-
rately from medical and surgical benefits. This separation is
known as a carve-out.

In behavioral health care carve-outs, the payer {an MCO,
insurance company, oremployer) pays theservice providera fee
per member, per month, in the range of $1.50-35.00. Although
there are almost as many payment and plan variations as there
are plans, the payment rate is typically based on several factors:
(1) the basic plan benefit, (2) whether the provider can collect
any copayments, (3) service utilization history of plan members,
and (4) the numberofenrollees in the plan. Generally, the higher
the number of enrollees, the lower the payment.

Sharing Risk/Sharing Gain

Many capitated contracts include quality and cost-control re-
wards. If the number of inpatient days of care remains below
certain agreed-upon targets, but quality remains al expected
levels, service providers may receive bonus payments or share
in the profits of the insurance company or MCO. While at first
glance lower inpatient utilization would not appear to matter to
the payer {(who pays a set monthly fee regardless of use), it can
matter in the long run. If a service provider’s inpatient utiliza-
tion is too high, overtime the provider will either need to ask the
payer for a rate increase or will go out of business. The payer
would then need to select another provider, disrupting continu-
ity of care, especially for clients with chronic illnesses. Such
disruptions are viewed negatively by MCOs.

To determine whether or not the payer’s proposed capitated
rate is realistic, agencies seeking to provide services should
obtain utilization and cost histories of plan members, Armed
with this information, service providers can then determine the
number of clinical events per 1,000 enrollees (the standard
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measurement unit in managed care), and the projected cost
depending on the form of treatment. Providers should consider
building in a profit margin of 5% to 10% and a utilization
increase risk factor of 15% over the previous highest level of
“utilization. In most situations, capitation rates are increased
only once each year.

To succeed under a capitation system, agencies must have an
initial intake triage service. This should be backed up with a 24-
hour on-call contact person and immediate access to service.
Many hospital admissions occur not out of clinical necessity,
but because a crisis occurs after hours or on weekends, when an
adequate system is not in place to respond. An improved crisis
response system engages familiesin appropriateservices. Though
those services may include brief hospitalizations, more often
than not less restrictive services will meet the client needs.

Coordinating with Other Services

Most child welfare agencies do not operate psychiatric hospi-
tals. In order to enter into capitated contracts, they must have an
affiliation or fee-for-service contract with an organization or
hospital that has a treatment philosophy compatible with theirs.
The most common model is for a psychiatrist or group to become
associated with the child welfare agency, and to take responsi-
bility for hospitalizing children and managing their hospital
treatment. This increases the probability of continuity of treat-
ment and philosophy.

Some MCOs require that their service contractors manage or
directly provide both adult and child/adolescent services. Child
welfare agencies should focus on their specialty of child and
adolescent services, and have the MCO purchase services for
adults directly from another provider. Frequently, however,
MCOs choose to deliver their behavioral health care services via
a single capitated contract. One approach agencies can take is to
develop partnerships with organizations providing adult ser-
vices, and jointly seek the capitated contract. Under such ar-
rangements, one of the organizations holds the contract and
subcontracts with the other. The organization holding and
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managing the contract receives compensation for taking the lead
role, assuring contract compliance, and managing the risk.

Determining the Level of Risk

If the number of enrollees is low, capitation payment rates
should be high. Capitation contracts are generally determined to
be too risky if the total number of persons covered is less than
25,000. When the population to be served approaches 50,000,
service providers are able to spread the risk effectively and have
few peaks and valleys in service requests.

Agencies entering into contract negotiations should under-
stand the probable negotiating positions of the MCO. It is safe to
assume that MCQs are primarily interested in obtaining (1)
reasonable capitation fees, (2} long-term contractual relation-
ships, (3) service providers with sound reputations, and (4)
service providers with sufficient resources to accept some fi-
nancial risk. While nonprofit child welfare and children’s men-
tal health programs may have lower costs than other providers,
they should not assume that they are the lowest cost provider in
their market. Some for-profits with extensive outpatient capa-
bility can deliver services at a lower cost than nonprofits be-
cause they are not accredited or they pay their clinicians on a
contract basis without benefits.

In their contract negotiations, agencies should consider pre-
senting an initial capitated rate bid thatisin the 75th percentile
of the market, and that emphasizes their quality and capability.
In some markets, competitive pricing may keep rates so low that
quality services cannot be delivered. It may be in an agency's
best interest to not participate in capitated contracts in such
markets.

Changing the Organizational Culture

To convert successfully to a managed care environment, agency
leaders and their staffs need to change their culture by providing
increasingly timely and professional service. This is a prerequi-
site to meet the needs of insurance company staff, parents who
are skilled at advocating for their children, and employers who
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are paying for the services. Such relationships are more typical
of partnerships than the usual clinician-client relationship.
Flexibility in scheduling appointments (including providing
weekend and evening hours), and candor about treatment infor-
mation are approaches that are more typical of nonprofit man-
aged care than public agency contracted services.

The agency's business office personnel need to be efficient
and responsive to clients. Parents in private insurance plans
who receive theirservices froma child welfare organization will
compare its business offices with those of hospitals and physi-
cians. Fee-setting and collection procedures should be of high
quality, and should convey an organizational climate that re-
flects concern and compassion, combined with a strong sense of
business acumen. The physical plant should be maintained ata
level of quality thatis competitive with that of for-profit clinics
and hospitals. Repairs should be completed promptly, and
inpatient units should be designed and maintained to convey
the high value placed on the children served and the needs of all
family members. Parking availability, distance, lighting, and
safety should be addressed in a customer-friendly manner.

Changing the Treatment Focus

The expression “the meter is running” clearly applies in capi-
tated contracts. Clinical staff must learn to focus on helping
children and their families identify the specific problems that
are most urgent. Timelines have to be agreed upon, and parents
need to be informed at intake as to what is expected from them.
Capitated contracts assume that interventions will be brief and
problem oriented. The administration of an agency should not
enter into a capitated contract if itis not willing to adopt a brief
therapy and least restrictive treatment philosophy.

Clinical staff in most nonprofit child welfare/children’s men-
tal health organizations have to accept the reality that services
will have to be denied or discontinued in some cases when the
insurance contract does not provide adequate coverage, even
though there is need. Provider organizations may choose to
provide additional services lo the client on a fee-for-service
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basis, including a sliding fee scale, if funds are available to
subsidize that care and treatment. The utilization management
staff should take the lead in helping clinicians identify alterna-
tive treatment options for difficult cases.

Summary

Capitation payment models are not appropriate for many orga-
nizations because of the inherent financial risk involved, but
some large, multiservice/multisite organizationsand otheragen-
cies able to partner with agencies that provide complementary
services may find capitation service contracts advantageous.
This is especially true for child welfare organizations that have
invested significantly in community-based, brief treatment ser-
vices.

Chapter 4: Case Studies

Chapter 4 contains brief descriptions of eight agencies in six
states that have totally or partially made the transition to the
managed care system. Each description highlights the history,
size, and array of services these agencies provide, outlines the
key events that led to each organization’s pursuit of managed
care; details the process of managed care implementation; and
reveals how each executive addressed issues of staff and board
involvement in the conversion. Perhaps of greaterimportance is
each executive's advice 10 other CEOs facing the challenge of
managed care and their predictions of the future of child welfare
agencies in a managed care environment.

While not every agency fits one mold, some common themes
among the eight agencies that were studied emerged that may
help to explain their success thus far with managed care. The
budget of these agencies ranges from $7 million to $70 million,
with an average approaching $10 million, which may provide
the resources and economies of scale needed in the new man-
aged care environment. The eight agencies profiled also have
long histories, ranging from 80 to 145 years of existence. with
the majority nearing the centennial mark. An agency that has
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survived the numerous revolutions in child welfare over the
years might feel increased confidenceinits ability tosurvivethe
next upheaval.

Without exception, these agencies offer a broad -array of
services, ranging from outpatient and community-hased pro-
grams to residential and, in some cases, inpatient psychiatric
services. Almost universally, the agencies described in Chapter
4 entered the world of managed care through a Medicaid pro-
vider contract. Most agencies experienced a gradual evolution
toward providing managed care services. Almost without ex-
ception, each experienced some level of resistance from staff
and trustees, with the greatest challenge coming from the ranks
of therapists and residential staff. Each agency is struggling or
has struggled with the customer service, utilization review, and
seamless service aspects of managed care. Finally, and perhaps
most importantly, all eight agencies benefited from activist
leaders, who would rather create the future for their agencies
than wait for the future to be dictated to them.

Those agencies that do not fit the profile outlined above can
take heart, however. While there are many similarities among
the eight agencies, there are also substantial differences. Each
agency profile reveals a different course taken in response to the
threats and opportunities of managed care. For some agencies,
the initial pursuit of managed care resulted from a traumatic
event, such as the potential closure of their residential program
or their state's rapid implementation of managed care contracts.
Some of the agencies were O have become affiliated with
hospitals, while the majority independently pursued managed
care. Some agencies took advantage of their board contacts {0
further their marketing and implementation efforts; others had
less board involvement. Some of the profiled agencies negoti-
ated capitated contracts; others pursued contract provider sta-
tus with a number of MCOs.

One of the most interesting dichotomies among the agency
executives is the range of opinions about the future impact of
managed care on child welfare agencies. Those executives whose
pursuit of managed care resulted from their own search for
additional funding sources and new ways of enhancing quality
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tend to be optimistic about the future of child welfare under
managed care. Those executives who reside in states where gov-
ernment officials are initiating managed care to contain costs tend
to question the state and MCO commitment to providing quality
and are concerned about the future of child welfare agencies.
Agency executives tend to like control—when the locus of
control is beyond their influence, they become concerned about
the motives of those who have the power (o dictate the new rules
of survival. Despite their standing on the optimism/pessimism

scale, all eight executives view a managed care environment as
inevitable.

Chapter 5: The Future

Given that managed care is a rapidly approaching reality, what
does the future hold for child welfare agenciesina managed care
environment? What are some of the emerging issues that execu-
tives and boards must address?

One of the key issues is the survivability of child welfare
agencies, given their current organizational structure and pro-
grammatic focus. While there is certainly a threatto the future
viability of organizations, a number of opportunities also exist
for agencies to make substantial and positive changes. For an
analogy, agencies might look to the U.S. auto industry. which
has radically altered how it conducts business in order to
survive foreign competition and customer demands for quality.
While MCOs will, in the near term, emphasize low-cost services
and interventions, over time, the emphasis will shift o quality
and customer satisfaction.

Two other key points are offered: the need to invest in
prevention and intervention services, and the danger presented
to the child welfare field by the lack of research to support
claims of programmatic success.

The Impact on Child Welfare Agencies

As managed care continues 10 evolve and becomes the predomi-
nant service delivery model, child welfare agencies can antici-
pate a range of challenges as they plan for the future. These
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challenges will include shifts in service delivery philosophies;
increased emphasis on prevention and early intervention ser-
vices; growing competition from for-profits; integration and
collaboration of resources and services; changes in the accessi-
bility, availability, and array of services; heightened account-
ability; emphasis on value; creation of sound management
information systems; and creation of financial and cost analysis
capabilities.

Opportunities to Redesign Organizations

Agency CEOs will have the opportunity to use the unique
challenges of managed care to redesign the basic structure of
their organizations. These opportunities include a new empha-
sis on data collection and outcome measures, and the communi-
cation of these findings to payers. Managed care will also lead
to the reassessment of agency services, particularly those that
are the most restrictive and expensive. In particular, the agency’s
system of judging therapeutic productivity and the conditions
of employment for therapists may undergo substantial change.
Usually, therapists are paid for their full-time availability, not
their productivity. Suggestions are made in Chapter 5 on how to
redeploy therapists by tying employment and reimbursement to
agency income and therapeutic productivity.

Furthermore, agency executives are encouraged to use sophis-
ticated management information systems (MIS) to replace the
traditional one-on-one supervisory process. Such changes may
have the added benefit of providing employees with an en-
hanced sense of personal mastery and commitment to the goals
oftheagency. Finally, agency executives and boards are encour-
aged to reassess their agency’s physical assets, particularly real
property not being used for programming. The suggestion is
made that unused property should be sold and the proceeds
used to further the organization's mission or to fund services to
clients who lack other sources of funding.

Board Management Issues

Ina managed care environment, increased pressure will also be
felt by agency trustees. The relationship between CEOs and
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boards will change as both begin to address the issues of
acceptable risk, the potential for financial loss. the need for
quick decisions, and the consequences of partnership/indepen-
dence decisions. Board members might do well to examine for-
profit governance structures that provide CEOs with great flex-
ibility and independence so that they might quickly respond to
opportunities and crises. Boards and executives may also want
to reexamine their contractual relationship to provide the latter
with some protection for the career risks associated with the
difficult judgements that will have to be made. Furthermore,
board members’ traditional role of securing private contribu-
tions will need to be reemphasized, given the importance of an
endowmentand an independent source offundingtotheagency's
mission and survival.

A Closing Thought

Child welfare agencies have traditionally emphasized client
needs instead of results. To succeed in a managed care environ-
ment, agencies need to focus upon results that can be obtained
by using the most cost-efficient therapeutic modalities. To
proceed in any other manner is to threaten the agency's future.
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THE BASICS

Thereisno goodinarguingtheinevitable. The only argument
available with an East wind is to put on your overcoat.
—dJames Lowell [1884]

Managed care is not a new idea. In 1929, it appeared in an early
form when teachers in Dallas, Texas, joined an organization
that, through Baylor College of Medicine, covered the costs of
hospitalization services for the group. Over time, however,
managed care has grown, taking on many forms through which
a range of health care services—going well beyond hospitaliza-
tion—are financed and delivered. Importantly, managed care
now has expanded to new arenas of services, including mental
health and social services.

Managed care will continue to expand as both the private and
public health care delivery and financing sectors face rising
costs and service delivery issues. In the private sector, managed
care is becoming the predominant service delivery and financ-
ing arrangement. On the public side, growing numbers of states
are moving toward efforts to control the use of public dollars for
health care, mental health care, and social services through
managed care approaches.

At the same time, managed care has become an integral
component of the national and state focus on health care reform.
Many questions are being raised about the form that health care
financing and delivery will take in the future and the impact it
will have on providers, clients, other service delivery systems,
and the parties that pay for services.

Because managed care continues to gain ground as a financing
and service delivery strategy, child welfare service providers
must be knowledgeable about it, its terminology (see Appendix
A), and the forms it takes in the private sector as well as within
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the Medicaid program. Service providers must also consider the
implications of managed care for the vulnerable children, young

people, and families they serve, and for the child welfare field
as a whole.

What is Managed Care?

Because managed care may take a variety of forms, it defies a
concise definition or description. Common to all managed care
systems, however, is the integration of the financing and deliv-
ery of services. In traditional fee-for-service systems, service
providers and consumers make some or most of the decisions
related to the organization and delivery of services, while
payers simply pay some portion of the costs incurred. By
contrast, in managed care systems, payers such as insurance
companies play a substantial role not only in financing services,
but also in decisions related to what services will be delivered,
by whom, and for how long. Three major activities characterize
managed care systems: (1) arrangement for the delivery of
services, (2) review of the quality and appropriateness of the
services provided to those enrolled in the managed care plan,
and (3) reimbursement of providers who deliver services.

Critical to an understanding of managed care is a recognition
of its two major abjectives—reduction of the overall costs in-
volved in delivering services and ensuring the quality of ser-
vices that are delivered.

Cost Reduction

In large part, managed care has become so pervasive because it
attempts to respond to the rising costs of health care. In 1960,
health care costs represented 5.3% of the Gross National Prod-
uct (GNP); by 1989, health care costs accounted for 11.5% of the
GNP; and by 1993, they had reached almost 14% of the GNP
[Abramowitz 1993]. By the year 2000, health care costs are
expected toreach $2.3 trillion or 17.3% of the GNP [Abramowitz
1993]. The spiralling cost of health care appears to be the result
of a number of factors—increasingly sophisticated and expen-

The Basics 3

sive technology, an aging population, excess capacity of over-
specialized providers, medical malpractice and/or expanding
liability for medical decisions, and inflated patient demand
[Abramowitz 1993; Gaucher & Coffey 1993). Proponents of
managed care point to its ability to control some of the factors
driving the escalation of costs. They focus on managed care’s
limits on reimbursement for services and its attempts to control
inappropriate use of services through mechanisms designed to
review and assess access to those services, their intensity, and
the length of time over which they are provided.

Risk shifting is an important cost-containment strategy used
by managed care. In traditional fee-for-service arrangements,
payers (usually an insurance company) bear the financial risk
associated with health care coverage. Under such arrangements,
if the cost of services exceeds the amount of premiums col-
lected, the payer loses money. In many managed care systems,
some or most of the financial risk in providing services is shifted
from the payers to those who provide services by prepaying
those providers on a set-fee basis. If the service provider’s actual
costs exceed the prepaid fees, the provider—not the payer—
loses money.

Despite the focus on cost containment in managed care, most
observers point out that, to date, risk shifting has not apprecia-
bly contained aggregate health care spending. These observa-
tions have led many to conclude that, contrary to expectations,
managed care is not the solution to rising health care costs.
Despite this record, however, managed care continues to be the
dominant force in the health care industry, and is gaining
strength in other service delivery areas as well.

Ensuring Quality of Services.

In light of managed care’s focus on cost containment and reduc-
tion of unnecessary service utilization, concern is often ex-
pressed about the quality of services provided, the potential for
undertreatment, and possible limitations on access to essential
care. Many managed care organizations have responded to these
concerns with policies and procedures that define quality,
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ensure that it is monitored, and direct its evaluation after
services have been provided.

Most managed care systems establish or negotiate standards of
care with their providers, and oversee the care that is delivered.
Frequently, managed care plans incorporate standards of pro-
fessional organizations, as well as those of the communities
where the service providers are located.

To a growing extent, managed care plans are integrating
systems that evaluate not only the process of providing services,
but the outcome of services and the level of consumer satisfac-
tion. Plans use such mechanisms as quality control (examina-
tion of the process to determine possible problems), quality
assessment (identification of outliers on selected indicators,
with more intensive review of the identified cases), quality
assurance (feedback to low quality providers regarding devia-
tion from good clinical practice), and quality improvement
(translation of quality into administrative and work functions)
[Boland 1993]. Typically, quality indicators are used to measure
conformity with existing professional standards, the impact of
services on the well-being of clients, the efficiency of the
therapeutic setting, the intensity of service in relation to the
type of client or case, and the extent to which clients are
satisfied with services received [Boland 1993]. At the same
time, treatment outcome (the effect of the service on client
status) and treatment analysis (a determination of the cause of
poor outcomes, i.e., the patient, the service provider, or the
system) have become important dimensions of quality assur-
ance and improvement.

Elements of Managed Care

Although managed care may take a variety of forms, certain
elementsare common to managed care arrangements as a whole:

* Enrollment. Individuals agree to participate in managed
care plans and administratively “enroll” in a plan.

* Single point of entry. Individuals enrolled in managed care
plans usually obtain all or most of their services through a
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primary care provider. This provider mustapprovereferrals
to other providers, including specialists. Unlike fee-for-
service systems, in which the client/patient may obtain
services from different providers withoutany prescreening,
managed care limits choices.

Arrangements with selected providers to furnish acompre-
hensive set of services to individuals enrolled in the plan.
The group of providers selected by managed care compa-
nies is often referred to as the provider network. The goal of
the managed care company is to form a network of high
quality practitioners who cover a full range of primary and
specialty care, and who engage in cost-effective practice.
Managed care plans develop networks in a variety of ways.
They may directly contract with providers, purchase other
organizations with networks already in place, orrent access
to an existing network.

Explicit standards for selection of service providers. In-
creasingly, managed care companies are facing legal liabil-
ity for selecting providers who render poor quality services
to individuals enrolled in their plans. As a result, they are
giving careful attention to selecting providers who provide
quality services. Many managed care companies use spe-
cific standards to guide their selection of service providers,
a process referred to as credentialling. These standards may
be based on those developed by independent entities that
set professional standards or on community practice stan-

dards.

Reimbursement mechanisms. Managed care companies use
a variety of payment strategies that tend to shift the finan-
cial risk to the service provider and/or control the costs of
providing services. Common reimbursement mechanisms
include the following:

1. Capitation: a prepaid set monthly fee paid to the provider
for each individual enrolled in the plan. The fee is paid in
exchange for the provider’s agreement to provide a range
of services for individuals enrolled in the plan.
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2. Discounted UCR: an amount that represents a reduction in
the usual, customary, and reasonable (UCR) charge for the
service.

3. Fee schedules: a listing of services with a predetermined
payment for each service.

4. Fee-for service: payment for service as billed by the pro-
vider. Though not popular in managed care, fee-for-ser-
vice has not totally disappeared, particularly as a method
for paying specialists. When fee-for-service is allowed,
however, it is often at a discounted rate.

A managed care company’s choice of reimbursement method
depends on a number of factors, including the organiza-
tional structure of the managed care plan, prevailing market
characteristics, the utilization management techniques be-
ing used, and the plan's approach to risk sharing.

¢ Formal programs for ongoing quality assurance and utili-
zation review. Managed care companies formally review
quality and appropriateness of care, both ta control costs
and to improve quality. In some instances, they contract
with utilization management firms that specialize in deter-
mining the necessity of service. Managed care companies
also use gatekeeping activities (assessment and monitoring
of service needs), precertification or prior approval (autho-
rization before service is rendered), and concurrent review
(assessment during service provision to monitor the need
for and appropriate intensity of services). The utilization
review process generally focuses on three questions:

1.1s the care medically necessary and appropriate in terms of
both frequency and length of service?

2.1s effective care available at a lower cost?
3.Do patients improve because of the service?

s Financial incentives for individuals to use plan providers
and procedures. Individuals enrolled in managed care plans
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usually pay nothing or a small copayment when they re-
ceive covered services from plan providers. They generally
must pay significant out-of-pocket costs when they go to
providers who are not a part of their plan’s network. In the
case of many HMOs, use of out-of-plan providers—except
in an emergency or with the approval of the HMO-—is not
covered at all.

Forms of Managed Care

Managed care appears in many forms. Perhaps the most fre-
quently encountered is the health maintenance organization
(HMO). HMOs themselves vary in form. For example, HMOs
may be closed panel or open ended. Closed-panel HMOs require
enrollees to obtain services only from the selected network
providers. Services received from providers outside the net-
work must be paid in full by the enrollee. Increasingly, however,
HMOs are becoming open ended—allowing enrollees to receive
some reimbursement for services obtained from nonnetwork
providers. Staffing of HMOs also varies. In those HMOs referred
to as staff HMOs, all providers are employees of the HMO.
Network HMOs, in contrast, include providers who contract
with the HMO to provide certain services.

Other forms of managed care include organized groups of
providers under contract with a managed care organization to
provide services to individuals enrolled in plans. These groups
go by a variety of designations, including IPAs (independent
practitioner associations), PPOs (preferred provider organiza-
tions), IPOs (independent practitioner organizations), and EPOs
(exclusive provider organizations).

A major form of managed care that exists within the Medicaid
program is the prepaid health plan (PHP). PHPs resemble HMOs,
but do not provide the comprehensive range of services required
of HMOs. One type of PHP is primary care case management
(PCCM). In PCCM programs, a primary care provider renders
primary services, and at the same time, acts as a case manager,
identifying the additional service needs of the client. referring
the client to other providers, and overseeing the care provided.

(At
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Managed Care and Mental Health Care Services

As with health care costs in general, the costs of mental health
care services have continued to escalate. Many believe that the
costs associated with mental health care are, in fact, more
difficult to control than general health care costs. They point to
several factors: the subjectivity of psychological health care in
contrast to the clearer indicators of physical health care; the
variety of psychological care in terms of types of practitioners
(psychiatrists, psychologists, clinical social workers, marriage
and family counselors, and many others); the many treatment
approaches and clinical orientations used to identify problems
and render care; and the lack of a single standard of care for
psychological services.

To a growing extent, managed care systems are covering
mental health care services. Many managed care plans offer a
single-service psychiatric managed care product that exists
separate and apart from the general health care portion of the
plan. Alternatively, many multiservice HMOs include mental
health care services within their benefit package. Mental health
care services offered through managed care plans vary widely,
butmay include outpatient mental health services, home-based
services, day treatment, therapeutic family foster care, residen-
tial treatment, community-based group home services, and psy-
chiatric hospital care. A 1992 study of 59 HMOs revealed that
most HMOs provide some level of mental health care services
[Fox 1992]): 98% provided outpatient mental health services, 83%
provided inpatient services, and 24% offered partial hospitaliza-
tionor day treatment. More than half of the HMOs provided mental
health care services within the HMO itself and approximately 20%
offered mental health care services through providers with con-
tractual relationships with the HMOs [Fox 1992].

Though managed care systems may include mental health
care services, theytend tolimittheiravailability through the use
of several mechanisms.

* Conditions for receipt. A plan may require a physician’s
referral prior to the delivery of services, prior authorization
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by the plan, or a determination that the client will be
responsive to short-term treatment.

* Coverage limits. A plan may limit the services that can be
provided in terms of a designated number of visits/days per
year, an annual dollar limit, or a lifetime coverage limit.

s Copaymentrequirements. A plan mayrequire out-of-pocket
payments per visit/day or as a percentage of the total
charges for services.

A number of trends appear to be developing in the provision
of mental health care services under managed care. These
include:

* Payer-driven decision-making. Managed care companies
are becoming increasingly proactive and sophisticated pur-
chasers of mental health services, and are playing an active
role in the design, selection, and evaluation of mental
health care products and services. Payers increasingly ex-
pect providers to have information systems in place to
address the effectiveness and efficiency of the services
provided. Thelevel at which mental health care services are
provided depends largely on the payers’ perceptions of the
cost, benefits, and value of the services.

¢ Outcome orientation. Over the last several years, it has
become apparent that processes focused on quality assur-
ance alone will no longer be sufficient for managed care
companies. Instead, managed care systems have begun to
use specific indicators of the actual difference that treat-
ment makes to consumers. Companies now require that
providers measure and establish clinical effectiveness in
terms of improved mental health functioning.

¢ Consumer sensitivity. Increasingly, consumersareinvolved
with payers and service providers in the area of mental
health care services. They are playing a greater role in
deciding what, where, and how mental health care services
are provided.
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Managed Care and Medicaid

In addition to changing the face of the private insurance market,
managed care has come to play an increasingly important role in
the Medicaid program. Three types of contractors provide most
managed care services under Medicaid: federally-qualified
HMOs, state-licensed HMOs, and prepaid health plans (PHPs).

Federally-qualified HMOs must meet the requirements of the
Health Maintenance Organization Act of 1973 and offer speci-
fied service benefits. A federally-qualified HMO must be in-
cluded upon the HMOs' request in the employee benefit plans
offered by many employers. State-licensed HMOs must meet
state certification requirements, which usually include a de-
fined benefit package, quality assurance procedures, and pro-
vider guidelines.

Finally, prepaid health plans (PHPs) provide services under
contract with the state Medicaid agency. Service providers
receive prepaid capitated fees. PHPs, however, do not qualify as
HMOs because they do not offer a sufficiently broad range of
services. One prevalent form of PHP in Medicaid is primary care
case management (PCCM). In PCCM programs, a primary care
physician directly provides health care services and is also
credentialled to manage the overall care of the patient and to
coordinate access to specialized services. Physicians are paid a
fee-for-service for the direct care they provide, and an addi-
tional monthly fee for case management services. Primary care
physicians act as gatekeepers for any and all additional services
that the patient needs.

Managed care arrangements for the delivery of Medicaid
servicesvaryinanumberofways. The plans may cover different
Medicaid-eligible groups. For example, in all states that cur-
rently have managed care arrangements, AFDC-eligible indi-
viduals are included within the managed care arrangement;
states vary, however, as to whether they include individuals
eligible for Supplemental Security Income (SSI). States also
vary in the geographical area covered by managed care (state-
wide or in certain communities only), in the type of managed
care enrollment (voluntary or mandatory), in the type of service
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provider used (nonprofit, for-profit, or both), in the services
excluded from their managed care contracts, and in the optional
services they include under their managed care contracts.

Current Medicaid law permits five types of managed care:
voluntary participation of Medicaid beneficiaries in HMOs;
state inclusion of targeted case management services in the
state’s Medicaid planasan optional Medicaid service; state plan
exceptions that allow the development of voluntary capitated
service delivery programs; freedom-of-choice waivers under
which the federal government permits states to require Medic-
aid-eligible individuals to receive their services through a man-
aged care capitated program (usually an HMO or PHP); and
waivers under §1115(a) of the Social Security Act that allow
states to use managed care approaches under Medicaid for
“research and demonstration.”

HMOs under Medicaid

HMOs that serve Medicaid beneficiaries are classified as either
partial service providers oras comprehensive service providers.
In partial capitation situations, the state contracts with the HMO
to provide a narrow range of services, such as diagnostic ser-
vices or dental care. Comprehensive HMO service providers
must offer one of the following:

1. inpatient hospital services and one of the following man-
datory services under Medicaid: outpatient hospital ser-
vices; rural health clinic services; physician services;
skilled nursing facility (SNF) care; early and Periodic
Screening, Diagnosis and Treatment (EPSDT); family plan-
ning services; home health care services; laboratory ser-
vices; or x-ray services; or

2. any three of the foregoing list of mandatory Medicaid
services.

HMQOs also may choose to provide. either directly or through
contracts with providers, any optional service in the state's Med-
icaid plan, including clinic services, rehabilitative services, and
inpatient psychiatric services to individuals under age 21
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Targeted Case Management Services

Within their Medicaid programs, states may choose to include
targeted case management services—an optional, federally al-
lowable Medicaid service. When designing targeted case man-
agement services, states are free to define certain populations or
certain geographical areas of the state that have a particular need
for case management services. Upon approval by the Health
Care Financing Administration (HCFA) of the U.S. Department
of Health and Human Services, states can implement targeted
case management services and use them to coordinate Medicaid

services received by the individuals within the defined class or
geographical area.

State Plan Exceptions for Voluntary Capitated Service Delivery
Programs

Though rarely used, §1915(a) of the Social Security Act allows
states to design innovative managed care delivery systems,
through which Medicaid beneficiaries voluntarily choose to
enroll in capitated service delivery plans. Some states have
explored the use of §1915(a) as a way of creating health care and
social service HMOs that would provide a broad range of ser-
vices to defined subgroups of Medicaid beneficiaries (such as
children in state-supervised care}, and would use capitation as
a reimbursement mechanism. As of this writing, §1915(a) has
not been used in this manner. As states turn increasingly to the

use of §1115(a) (discussed below), it seems likely that §1915(a)
will remain unused.

Freedom-of-Choice Waivers

Medicaid law requires, as a general rule, that beneficiaries have
“freedom of choice” in their selection of service provider:

Any individual eligible for medical assistance [under
Medicaid} ..may obtain such assistance from any insti-
tution, agency, community pharmacy, or person quali-
fied to perform the service or services required (includ-
ing an organization which provides such service, or
arranges for their availability, on a prepayment basis).
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Freedom-of-choice requires that states give Medicaid recipi-
ents the same access 10 services as persons with private insur-
ance, and prevents states from “locking in” or limiting access of
Medicaid beneficiaries to health care providers.

Section 1915(b) of Medicaid law allows states 1o implement
managed care programs by waiving the freedom-of-choice re-
quirement. If a state obtains a waiver, that is, qpprgval from
HCFA to limit consumers’ choice, Medicaid beneficiaries canbe
required to use those providers identified by the state. Freedom—
of-choice waivers have been used in several states to require
certain Medicaid beneficiaries to enroll in HMOs or PHPs.

Section 1115(a) Waivers

Increasingly, states are designing Medicaid managed care pro-
grams through §1115(a) waivers. Section 1115(a) of the Social
Security Act permits states, with approval from HCFA, to con-
duct “research and demonstration” programs that depart frorp
federal Medicaid rules. Under §1 115(a), stales may operate their
Medicaid programs in ways that vary from fgderal statutory
requirements, as long as the new program is "likely to assist in
promoting the objectives” of the Medicaid program, and the
fiscal impact for the federal government is budget neutral. Mapy
states view §1115(a) waivers as an opportunity to use Medicaid
funds to reform their health care systems, and, in particular,
contain health care costs. In addition, §1115(a) waivers give
states the flexibility to establish their own Medicaid eligibility
rules, service coverage, and provider arrangements. Most im-
portantly, these waivers permit states to restrict Medicaid ben-
oficiaries’ health care delivery options by requiring them to
enroll in managed care plans on a statewide basis.

Three themes are evident in the programs developed by states
that have received approval for §1115(a) waivers thus far:” (1)
eligibility expansion, (2) cost sharing, and (3) managed care
enroliment. |

Eligibility generally has been exlended in all waiver states o

* 1n 1993, six states were approved for §1115(a) waivers Oregon, Rhode island,
Tennessee, Kentucky, Hawaii, and South Caralina.
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abroad group of low-income individuals, including the working
poor. Upper-income limits range from 100% of the federal
poverty level in Oregon to 300% in Hawaii. Several of the
programs, while extending eligibility, also require cost shar-
ing—charging individuals and families a portion of the cost of
premiums, deductibles, and/or copayments, based on a sliding
income scale. The use by the states of managed care arrange-
ments* allows the delivery of a comprehensive set of Medicaid
services at a per capita cost. Managed care arrangements in the
§1115(a) waiver states include mandated enrollment in one of
several contracted HMOs, PPOs, capitated health plans, or
primary care case management programs. Figure 1 outlines the
managed care features of the §1115(a) waivers approved by
HCFA and commencing in 1994.

Regardless of the form it takes, the implementation of man-
aged care under Medicaid has raised a number of questions,
primarily regarding access to care and quality of services.
Concerns have been expressed that the shifting of financial risk
to service providers may create an incentive to underserve, and
an environment in which clinical decisions may be inappropri-
ately influenced by the cost of implementing those decisions.
Equally important are concerns about reductions in the quality
of care provided, particularly given the poor health status of
many Medicaid beneficiaries. As §1115(a) waivers are imple-
mented on a statewide basis, prompting widespread enrollment
in managed care plans, access and quality also may become
issues for special populationsand individualsin rural areas that
primarily had not been enrolled in managed care plans.

Implications for Child Welfare Agencies

Child welfare agency executives must meet the growing use of
managed care with a solid understanding of the issues that
managed careraises for the children, young people, and families

* Allstates approvedfor a §1115(a) waiverin 1993 have managed care features
with the exception of South Carolina.
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Figure 1

Managed Care Features of §1115(a) Waiver Programs

State Program Start Date Managed Care
Features

Tennessee TennCare 01/01/94 All beneficiaries must

enroll in one of 12 con-
tracted HMOs or PPOs.

Oregon Oregon 02/01/94 All beneficiaries must
Health Plan enrollinone of 16 capi-
tated health care plans
or with a primary care

case manager.
Rhode Island Rite Care 04/01/94 All beneficiaries must
enroll in a capitated
health care plan under
contractwith the state.

All benefictaries must
enroll in a capitated
health plan under con-
tract with the state.
There are separate
plans for dental ser-
vices and mental
health.

Hawaii Health QUEST  07/01/94

Kentucky Medicaid 07/01/94 All beneficiaries must
Access & enroll in a managed
Cost Containment care program or be
Demonstration assigned to a case
Project manager.
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their agencies serve, and for the agency as service provider.
Withregard tochildren in the child welfare system, and particu-
larly those in out-of-home care, a number of questions arise as
states move to implement managed care plans for Medicaid-
eligible children: .

* Who will choose the health care plan for the child—the
parent or the state?

e Which managed care plan will be the child’s plan—the
parent’s, the foster parent's, the state’s? What plan will
apply upon reunification?

* How will care be provided for children whose placements
are highly transient?

e How will the child’s mental health and developmental
needs be met?

* Will the fact that the juvenile/family court has custody and
control of children in out-of-home care have a bearing on
how services are delivered through managed care?

On the one hand, managed care strategies may bring certain
benefits to vulnerable children, young people, and their fami-
lies, including expanded eligibility for services among the
children and families that child welfare agencies serve (particu-
larly in those states obtaining §1115(a) waivers for their Medic-
aid programs); increased emphasis on prevention and early
intervention, with funding available to support these services;
heightened accountability with clear outcome indicators and
ongoing quality assurance; and added flexibility in service
design and delivery, particularly where managed care arrange-
ments involve wraparound services, home- and community-
based services, and family preservation services.

On the other hand, a number of concerns must be addressed
as managed care approaches are implemented, including the
effects of prepaid capitated rates on service access and compre-
hensiveness; the extent to which the use of “medical necessity”
criteria by managed care plans limits access to expensive inten-
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sive services; the design of benefit packages that fail to take into
account the complex and serious needs of many of the children
and young people served by the child welfare system; and
geographical restrictions on enroliment and services that fail to
take into account the transient placements of children in care.

As managed care becomes a reality, child welfare agencies
must also consider strategic issues that will affect them as
service providers. These issues include:

¢ How will the agency’'s managed care strategy align with its
mission?

¢ To what extent can the agency's services be provided on a
managed care basis? What percentage of services can—or
should—be paid with managed care dollars, and what per-
centage with other funds?

e Which MCOs will be doing business in the agency’s market,
and with whom does the agency want to do business? Are
there companies with whom the agency can afford not to do
business? Are there companies to be avoided?

e After taking into account the full cost of the service, depre-
ciation costs, and the risk of not being paid for services
rendered, what price will allow the agency to cover its costs
yet remain competitive? Child welfare agencies should
consider using consultation and market surveys; carefully
reviewing the costs of contract compliance, billing, and
collections; and accounting for other factors such as delay
in the receipt of insurance payments.

e What package of services will the agency offer to the man-
aged care company? Does the agency want to offer intake
and/or screening services, residential treatment, day treat-
ment, therapeutic or specialized family foster care, and/or
home-based services?

e Which professionals will be certified providers under the
managed care program? Will the providers include social
workers, psychologists, and psychiatrists?
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* How will appropriate limits on the services provided be
determined?

* What outcome measures will the agency use? What are the
expected treatment outcomes and expected number of visits
or length of stay for certain problems or diagnosis?

In addition to the above concerns, agencies will need to
develop quality assurance systems that permit a review for
appropriateness of services and allow for a response to problem

“areas. They must also carefully scrutinize the legal issues sur-

rounding managed care contracts. Does the managed care com-
pany seek to limit the agency’'s ability to contract with other
managed care companies in the future? What are the provisions
regarding cancellation and rate increases?

As states and the private sector move increasingly toward
managed care, child welfare service providers should position
themselves to work effectively with managed care companies
and should develop positive, ongoing relationships with the
MCOs. Child welfare service providers must help managed care
companies to see their agencies as important components of
provider networks. MCO benefit packages need to offer the
skills and expertise that child welfare agencies bring, including
the ability of the agencies to work with individuals, families,
and groups; their experience in delivering community-based
services; their crisis intervention expertise; and their skills in
developing a client-empowered environment. Child welfare
agencies must encourage managed care companies to use benefit
designs that include a broad continuum of care, incorporating
inpatient, intermediate (i.e., day treatment), and outpatient
services. Agencies can also encourage certain trends that re-
spond to the particular needs of children and families served by
child welfare agencies, such as permitting an expanded number
of outpatient visits, including V-Codes (psychosocial diagnos-
tic categories) as reimbursable diagnoses, and providing reim-
bursement for group care and home-based services.

Child welfare agencies should also encourage managed care
companies to build into their plans such factors as quality,
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flexibility, client satisfaction, and case management. Effective-
ness and efficiency, two managed care goals, are best served
when systems are responsive to the needs of clients. Child
welfare service providers are accustomed to designing and
implementing such systems.

Finally, child welfare agencies should participate in the
growing support for programs that promote wellness and early
intervention. Increasingly, managed care organizations are em-
phasizing prevention and early intervention, particularly in
order to limit serious health care costs in the future. Child
welfare agencies can assist them in integrating such services
into their benefit packages.

Participating in managed care may mean some fundamental
changes for child welfare agencies. Child welfare and mental
health agencies have traditionally been organized along depart-
ment lines. Managed care forces organizations to integrate sys-
tems for managing the array of services — thereby requiring
clinical services, administration, and plant and facility manage-
ment to work together. Likewise, managed care requires that
agencies view their clients as repeat customers whose satisfac-
tion with service is paramount.

Child welfare agencies must monitor managed care develop-
ments in the private and public sectors, and, whenever possible,
participate in the decision-making process regarding service
design and delivery/financing approaches. Whether this pro-
cess is one of working with, and marketing services to, managed
care companies in the private insurance sector, or participating
in Medicaid waiver decision making, child welfare agencies
must be prepared and positioned to move forward.
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Managed Care and the Child Welfare System

Sfrom Child Protection Leader, American Humane
Association, Children's Division

The child welfare system has been experiencing significant change through the
introduction of managed care principles currently applied to health care and
mental health systems. Traditional providers of child welfare services are seeing
relationships with the children and families they serve, and the government
agencies that purchase and depend upon their services, altered by this approach.
These trends pose both challenges and opportunities for the child welfare
community.

What is the impetus for implementation of managed care in child welfare? It is
primarily an interest in cost containment. Furthermore, some believe that
managed care is more efficient, resolving a fragmented delivery system by
enabling the formation of continuums or networks. Another driving force in this
scenario is the increasing demand for the reduction of government expenditures,
waste, and duplication.

What effect will the forces driving the implementation of managed care have in
the child welfare arena? In other systems where it has been implemented, its
hallmarks are:

service delivery is organized through a selected grouping of providers; arrangements
exist for the review of the appropriateness of the services provided; the managed care
system exercises control over reimbursement methods for providers; and service intensity

is planned in advance, based on an assumption about an appropriate quantity of intervention
given certain presenting conditions.

Some of these factors may bring positive changes and efficiency to child welfare
practice, but others may put children at risk, especially those who require
intensive, comprehensive long-term treatment.

Most different for children and families in a managed care service delivery
system is the tendency of insurance companies and government agencies; (1) to
assume that a prescribed number of activities or visits will result in effective
“treatment” of a family problem or condition that led to abuse or neglect, and (2)
to limit access to behavioral health care services by requiring physician referrals
and restricting the cost and quantity of treatment. (These changes are partly due
to an admitted need for accountability and outcome data to justify treatment).

Child welfare agencies must, however, prioritize children, not claims
retmbursement. A medical model that limits "treatment” is not appropriate in
issues of child protection where additional diligence must be exercised to ensure
that children remain safe. Moreover, a medical focus exclusively on a family’s
presenting problems flies in the face of social work models for strengths-based
practice in working with troubled children and families.

To meet the challenge of continuing responsibility for child safety and adequate



service provision, private child welfare agencies will need to find new ways to
measure and demonstrate the effectivness of the services they provide in
achieving positive outcomes for children and families. An emphasis on cost
efficiencies achieved through preventive care will serve these providers well in
the changing environment in which they must now operate.

Public agency administrators must also respond to increasingly complex contract
and legal 1ssues. which pose the potential for new areas of liabtlity. Even with
pressure to shorten the duration of services, public agencies cannot compromise
the safety of children in their care. Nor can they lose sight of their legal mandate
to protect children. Administrators must also ensure that the contracting process
continues to include smaller, diverse community-based providers in the
delivering of child welfare services. The special challenges of bilingual and
bicultural families must be acknowledged.

On the positive side. implementation of managed care presents both public and
private child welfare agencies with a number of opportunities. Managed care
organizations generally select provider groups based upon the quality, cost, and
range of services they provide. Thus, smaller private providers can explore the
possibility of joining with complementary providers in larger groups or networks.
This gives the group maximum bargaining power with managed care companies
and other third-party payers such as state child welfare service departments.

Just as private health care providers must now be more sensitive to the
effectiveness, efficiency, and outcome of their services so, too, must child
welfare providers now track these service quality indicators with increasing
proficiency. Consumer satisfaction with services will also play an increasingly
important role in a managed care environment; yet it is a factor which has not
been sufficiently evaluated by child welfare agencies.

Because there is an ongoing need for reform and improvement in our child
welfare system, implementing managed care can serve as a catalyst for public
child welfare agencies, as they develop managed care contracts, to reward those
providers who offer the best services to children and families at the most
reasonable cost. Providers who join in a single network will also strengthen the
depth and breadth of capabilities they can offer through the agenctes who join
the alliance.

[n the final analysis, the transition to managed care in the child welfare
environment can only be successful if it moves the system further toward its goal
of improving the lives of troubled children and their families. If agencies use this
opportunity to ready themselves to improve service quality, emphasize
preventive care, and achieve efficiencies in cost and information management,
then they will have used the change that is occurring to its greatest advantage.
The focus must remain on the children and families that the system is designed
to serve, however, or supposed improvement in efficiency of management will
be bought at the cost of grave danger to the very people whom the system
should protect - the children.-

References and research information from:



Kowal, Loretta, LICSW. Private conversation, January 1996. Newton, MA:
Kowal and Luongo

Blinstrub, Karen, Private conversation. January 1996, Boston, MA: Metropolitan
Boston Community Services Network.

Luongo. Linda M., Esq.(1995) "Doing business with state government: a
responsibility, not a right.” Paper preared for the Local Initiative Funding
Partners Program ot the Robert Wood Johnson Foundation. Boston, MA: Kowal
and Luongo.

Emenhauser, D., Barker, R.. and DeWoody, M. (1995) "Managed care: An
agency guide to surviving and thriving.” Washington, DC: Child Welfare League
of America.

Further information on implementing managed care in child welfare agencies and
other challenges facing the child welfare field will be presented in a Roundtable
by the Children’s Division of American Humane Association, "Keeping the
Focus on Kids: Outcomes, Ethics and Partnerships in a Managed Care
Environment, scheduled for June 3-4, 1996 in Vail, Colorado. For information
on this meeting, contact Michelle Shumaker at 1-800-227-4645 or FAX:
303-792-5333.
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U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Substance Abuse and Mental Health Services Administration
Center for Mental Health Services

PRINCIPLES FOR SYSTEMS OF
MANAGED CARE

he Substance Abuse and Mental Health Services Administration's Center for Mental Health
Services (CMHS) provides national leadership for improving the quality and availability of
treatment and prevention services for mental illness, particularly with respect to adults with senous

mental illness and children with serious emotional disturbances. As part of its mission, CMHS
promotes policies for managed care systems by:

promoting policies and standards for managed care systems that reflect equity and parity

in the treatment and rehabilitation of persons with mental health care needs with other
health care needs;

fostening the development of linkages and partnerships among and between cntical
stakeholders such as consumers, family members, advocates, Federal agencies, States,
counties and local communities, native Amencan tribes, purchasers, managed care organi-
zations, and providers working within managed care systems;

providing training and technical assistance to all stakeholders in the mental heaith field in
key policy areas for managed care systems;

collaborating with managed care systems to encourage the provision of high quality and

effective clinical and support services to promote a high quality of life for persons with
mental heaith care needs: and

promoting strategies for expanding health insurance coverage for individuals who are
under/uninsured.

CMHS recognizes that changes in health care financing and organization make 1t imperative that
all stakeholders work collaboranvely in an effort to deliver accessible, appropnate, comprehensive,
culturaily competent, cost-effective services of the highest quality.

Policies and practices should address the concerns of all stakeholders in the system and uitimately
be responsive to the nghts and needs of the individual receiving the service.

Responsibility for the public health and weil being of our citizens should be shared. To foster this

goal, the following principles are offered to all stakeholders as public and private sector system
integration occurs.

QUALITY OF CARE

+ provide mechanisms for resolution of provider

Managed care systems should:
* treat all persons with respect and dignity;

be based on “best practices.” model programs,
innovation, and continuous quality improvement;

* develop delivery and data collection systems to

address the unique developmental needs of children
and their families;

* ensure that services are tailored to individual needs
and preferences, provided in the least restnctive and
most natural setting possible and butlt on the
strengths of the consumer and family;

* establish credential venfication programs, assess
cntical provider skills and competencies. and
provide necessary training to facilitate human
resource development;

disputes;

ensure that services for adults directly include a
continuum of care consisting of, but not limited to, a
comprehensive amay of flexible community living
supponts inciuding prevention, treatment, rehabilita-
tion, support, psychiatric rehabilitation, mtensive
case management, residential treatment, cnisis, and
self-help services and aiso provide effective linkages
to other health and social services;

ensure that services for children directly inciude a
‘“wrap around” approach consisting of, but not
limited to, flexible, individualized, strengths-based,
family-driven services incorporating respite care,
case management, day treatment, recreational
support, and other non-traditional home and commu-
nity-based services and also provide effectrve
linkages to other health and social services; and



incorporate targeted prevention activities, especially
at key points of life transitions.

‘CONSUMER PARTICIPATION AND

RIGHTS

Managed care systems should:

meaningfully involve consumers and family mem-
bers 1n the planning, development, delivery, evalua-
tion, research and policy formation of managed care
systems including the determination of “medically
necessary” services;

respect consumer choice of services, providers and
treatment and assure consumer informed voluntary
consent. Individual treatment plans should be based
on the preferences and needs of consumers and
families with children;

ensure that consumers receive necessary legal and
ethical protections and services;

provide education to consumers and family members
on their rights and responsibitities;

establish grievance, mediation, arbitration, and
appeals procedures to resolve consumer disputes in a
timely manner. Ombudsman services should be
provided. Necessary services should continue
pending dispute resolution;

support consumer rights and empowerment by
providing education about, and access to, local self-

heip groups and protection and advocacy organiza-
tions; and

ensure that confidentiality and privacy of consumer
health care information is protected at ail times,
particularly as electronic information systems
develop and expand. Release of specific information
shouid occur only with a signed release from either

the recipient of services or their legal guardian/
representative.

ACCESSIBILITY

Managed care systems should:

ensure that services are culturally and linguistically
appropriate, available, acceptable, and accessible
(including geographically) to all individuals, with
parucular attention to vulnerable populations;

provide education about mental heaith benefits and
ways 10 access emergent, acute and routine care;

provide services for individuals with pre-existing
illness;

work with provider networks that include commu-

nity providers experienced in working with vulner-
able populations;

make available necessary specialized services
required by participants that are not available

through managed care system provider networks;
and

* cnsure conunuity of care during transition from the
current system to managed care environments and

among different managed care systems as contracts
change.

AFFORDABILITY
Managed care svstems should:

* provide affordable interventions at all levels of the
continuum of care to reduce the prevalence and/or
seventy of mental illness and resuiting disability

through early prevention and identification of risk
factors;

ensure reasonableness of out-of-pocket costs and
provide full access to critical services, especially for
indigent populations; and

* provide appropriate mechanisms for consumers who
want to seek care from providers who may be
outside the established networks.

LINKAGES AND INTEGRATION

Managed care svstems should:

* coordinate with primary health care and substance
abuse systems;

* utilize interagency collaborations with human
services agencies such as public health, social
service, child welfare, education, juvenile justice,
cniminal justice and long-term care systems; and

* assure linkage to critical services such as employ-
ment supports, housing, transportation, seif-care and
mutual support organizations, education and training
opportunities, and rehabilitation service.

ACCOUNTABILITY

Managed care svstems should:

* engage stakeholders in developing and assessing
quality assurance standards, and in incorporating
performance, outcome (e.g., recovery and commu-
nity integration) and consumer satisfaction measures
to evaiuate plan performance over the long-term,
including measures of access, appropriateness,
quality, outcome, and cost effectiveness;

* cmploy various evaluation methods including report
cards and consumer satisfaction surveys and make
the information available for further analysis;

* coilect, analyze and publicly disseminate reliable
information to foster system accountability and
quality improvement; and

* develop information systems at the provider and
managed care network levels collecting data on
demographics, service utilization, revenues, costs,
service outcomes, service provider performance,
consumer satisfaction, and quality of life.

CMHS welcomes input and suggesnions for subsequent
updates of these principles

For more informauon. call the CMHS Knowledge
Exchange Network at 1-800-789-CMHS(264 7).
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MANAGED HEALTH CARE FOR CHILDREN IN FOSTER CARE: |
A GUIDE FOR PURCHASING SERVICES

All children are dependent on others for their care and well-being. But
unlike most children, those in foster care have complex problems rooted
in family, social, and environmental conditions. They need a range of
physical and mental health services to overcome the effects of abuse and
neglect. Yet many are placed at great distance from their families and
may be moved suddenly and frequently in and out of care from one foster

family home or facility to another, sometimes between counties and
states.

To respond to these complex issues, CWLA has developed a guide on
managed health care. It is hoped that this guide, along with its
companion volume, A Guide to Managed Health Care for Foster Parents
and Caregivers, will help to bridge the gap that currently exists between
managed care as a service delivery and financing strategy and the broad
and complex needs of children and young people in foster care.

The Guide has two major objectives:

¢ to help state and managed care organizations chart a course of action
to increase the effectiveness of health care programs as they expand
their Medicaid managed care programs to beneficiaries with more
complicated needs; and

e to help child welfare agencies become more effective in negotiating for
Medicaid managed care and overseeing the health of children.

To achieve these objectives, the Guide provides:

e An explanation of how the Medicaid, managed care and the foster
care systems operate.

e An overview of the special needs of children in foster care.

(over)



A checklist of health care and auxiliary services managed care
organizations must provide to meet these needs appropriately.

A list of questions for child welfare workers to ask about services
available from the state’s plan.

An examination of a state’s legal responsibilities for the health of
children in foster care.

An outline of steps that child welfare service providers and advocates
must take to ensure that managed care approaches meet children’s
needs.

Suggestions on how to expand eligibility for children’s services
(including greater access to prevention and early intervention
services), create greater flexibility in service design and delivery, and
ensure increased accountability and emphasis on outcomes.

A look at potential barriers to services, such as “medical necessity”
criteria.

FOR FURTHER INFORMATION OR TO DISCUSS THE GUIDE
PLEASE CALL ELLEN BATTISTELLI AT 202-942-0258

9/5/96



Building a Better Children’s Service
System Using Managed Care

av Carl Valentine*

Funding cuts at federal, state and Llocal levels are erod-
ing services for children and families a4 tme when
the number of children at nisk of abuse od neelect
contnues to rise. The runaway cost ol out-ol-home
care for children continues o trouble stare leadership,
Creatinga betier service delivery svstentis possible by
mcorporating the best of child and family services
with the technology of managed care.

More pubhic child welfare programs. in pinmer-
ship with private child caue providers, e applving
managed care strategies to child weltare services in
order 1o measure OuIComes, INCrease aceess, Improve
quality and reduce cost. Common Teattres of these
mitatives include: private sector sevice deliver
monitored by the public sector; outcome-based RN
ment: flexible funding: common initial child aind
familyassessment/treatment planning process: inte-
grated service provider network with a full array of
SCTVICes common tieatnent protocols and creation
ol service profiles; internal utilizaton 1eview and
quality control; client-driven management informa-
tion system and performance contract management.

Withouta commitment to service quality, the result
could be a svsiem driven by short-term cost reduction.
services should respond to the needs of the whole child
and take family strengths as well as family-child problems
into account. Further, services should be neighborhood/
community based and draw on kinship and other infor-
mal supports as well as best professional practice. Service
interventions should be culturally compatible and struc-
tured for long-term success.

The Child and Adolescent Service System Pro-
gram (CASSP), developed by the National Institute of
Mental Health has incorporated these principles in
offering services in the home and community. Apply-
ing the CASSP model to child welfare requires a para-
digm shift just as it has in mental health. Children and
their families would receive case management, Crisis
intervention and other support services from a neigh-
borhood service center. Out-of-home care would be
prevented whenever possible through Intensive Fam-
ily Preservation Services. Any time away from home
for a child would be as brief as possible and accom-
plished within the neighborhood to minimize disrup-
tion of the child’s life. Collaboration with other service
systems in the neighborhood would provide early in-
tervention/prevention, mental health and substance
abuse as well as basic health and education services
to high risk children and their families.

Federal ofticials and some foundations ire on-
courasing communities to build neighborhood -based
childwelfare svstems The resources ot the child wel -
Fuesvstenalone are norsuflicient to meet demanids
on the svstenmbiceontinues w stand alone mvest-
gating child abuse and negleet and relving on expen-
sive foster care. The few outcome studies in the Held
depicta broken svscem that venerates unacceptablie
resulis. A neichborhood-hised child welfare service
dehivery modelis most likelv to promaore longer-term
safenand social, emononal, developmentalbwell-he-
mg tor children, because family SUPPOTE ServIces ire
avifable atall times—not only when o child welfare
case s current. People who know the Familv and see
the child on aregula basis can inidae helptul mter-
ventions. This component is lirgeh pissing from the
traditional child weltare svstem.

Health care. income supports. housing and eei-
eral services such as day care, Head Start. parenting
educationand clientadvocaey all have their own 1ules
and funding. but are essential t the success of the
neighborhood-based system. Where the svstem is
working well, bridges have been buili among various
svstems so that they become mutually supportive.

Application of managed care can either enhance
or destroy the model. Managed care provides flexible
funding based on outcomes rather than units of ser-
vice. [talso provides early intervention, strategies for
avoiding deep-end costly services and the mix of pro-
fessional, para-professional and informal supports for
maximum service at lowest cost. Managed care can
provide outcome data that indicate what tax dollars
achieve, which strategies work, satisfaction level of
recipients and the areas requiring improvement.

Child welfare, with the most service resources,
should be a major participant in the development of
this service delivery system. However, child welfare
resources are not used until abuse or neglect occurs
and do not remain for the long term. Managed care
can support, and even drive, the development of an
improved service delivery system if the managed care
system incorporates early intervention, prevention,
mental health and other allied services and if funds
can be used flexibly.

*Carl Valentine, Senior Consultant at the Institute for
Human Services Management in Bethesda, Maryland,
has consulted with many public and private children’s
service agencies on service delivery and fundingissues.
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AFOCUS ON MANAGED CARE

By TaE INTENsIvE Famny PRESERVATION SeRvICES (IFPS) Narional NErwork

Public Sector Managed Care for
Children and Families

by Keith Schafer:

Almost evervone who delivers publichy tunded hu-
man services believes managed care is on the
horizon for their agencies. Most have o SIrong opin-
tonabout how 2ood or bad that will be for them and
the peopie they serve. Some tme ago. Twasasked by
acaalimion of providers 1o make g presentation on
managed care that they had enoded, " The Wolf is a1
the Door™ Notwell-known in their state, | suspected
that thev were talking about the topic. norme.

Ponce believed that managed care was either the
“Luke Skvaalker” ar the

Fam skeptical that proper oversight can occur in
public sector managed care systeims solely through
multi-vear conmracts written by state or county funding,
agents. Manaved caresystemsare dynamie and. by defi-
muon. should be constanthy changing and improving,
Contracts must be supported by an oversight process
thatis capable of making the constant adjustments nec -
CSSITV N g managed care services system. Smart
funding agentawill create oversight bodies of MO, pro-
vider consumerand stakeholder partmers, whowill ke

the system far bevond the
“Darth Vader”™ of our pub- T vision of the contract.

lic sector procrams. | was
aswrongas my colleagues
were with their woll anal-
ogy. Giving manased care
d personalitv as a force of
good or ervil creates a
myvthology that can inmo-
bilize the  peaple who
should wltimarely derer-
mine its ralues  and
composition.

Managed careis a set
oftools and a service deliv-

Giving managed care a
personality as a force of
good or evil creates a
mythology thar can
immobilize the people who
should ultimately determine — tem il feel alienaied
its values and composition.

Continuing involve-
mentofall the plavers in
the oversight process pro-
motes shared ownership
and responsibility regard-
ing the qualitv  and
efficiency of the svstem.
This reduces the risk that
people affected by the svs-

from it. Many managed
care companies still need
to learn important lessons

ery framework. The wols
are not unlike those previously used in publicly
funded programs, just much more powerful. These
tools. when combined and used in capitated, risk-
based systems, are likely to have a profound impact
on the culture and behaviors of publicly funded sys-
tems of care. The tools themselves are value neutral.
The values, goals and operating principles of a man-
aged care system are determined by the people who
design and control it. If administrators, clinical staff,
consumers, families or stakeholders are unhappy with
how their managed care system works, it is probably
because they designed and priced it poorly, or worse
vet, were not involved in the design process at all.

Effective public sector managed care requires
shared oversight among public administrators, con-
sumers and their families, provider representatives,
stakeholders who fund or refer consumers and the
managed care organizations (MCOs) that control the
day-to-day operations of the system.

. about the power of inclu-
sionin the control process. A few already have and are
its strongest advocates.

% The Power of Managéa Care

The summer before my senior vear in college, 1
worked at a company that made wood products. On
July 4, all the regular guys were off and we part-timers
stayed to work. My job that day was to operate a pallet
saw, a very powerful tool that could cut hundreds of
boards to precise lengths in a day. Its function was fun-
damentally the same as my grandfather’s hand saw. It
was just more precise and infinitely faster. Somebody
more experienced than I had set the conrtrols that
morning, so that when 1 laid a board against the saw’s
fence and pushed a button with my hip, a saw blade
zipped out and cut the board exactly the right length.
If those fences had been set improperly, | would have
cut alot of boards too short very quickly.

ARTICLES ABOUT MANAGED CARE PRrRePARED For TuEe IFPS NATIONAL NETWORK



-,

Aboutnoon that dan. | placed mvhandm thewrong
spotand prompthy {osta thumb, | learned how danwer-
ous powertul tonls can be in inexperienced hands. Noi
only can they be harmful o the user, they cancutalor of
boards shortif those fences are nog setproperly,

Key Ingredients To Effective Public

Sector Managed Care Systems
Sohowdo you set the fences rishtwhenitcomes
fomanaged care? 1 hehlieve that four key mgredients
determine, in large part. the effectivencss of voin
managed care svsiem:
l. :\ccur:ucl_\'cslim;llingIhccnstsUl'tlnr.\'_\'w:m(pricing;
2 Meaningtully involving consumers and fimil
membersin the design, oversight, implementauon
and evaluation of the svstem
o chmlmgt'lnulingxlrcznmintuc;lpn;umlp;l_\'nu_'m
mechamsms with incentives for MCOs, service
providers, and perhaps even consumers, through
clearhy defined performance indicaors

%
If a capitated managed care
System is underpriced, it will
inevitably be forced to deny
access to eligible people and
limit needed services ifitisto

survive financially,

4. Measuring the fundamental quality of the system by
* the case of consumer access to services

* alimited number of measurable, desired consumer
Outcomes, established by all involved in the Sys-
tem, particularly consumers and their families

* degree of satisfaction of consumers, families,
providers and stakeholders

Pricing a Managed Care System

No matter how skilled you are at manipulating
the tools, if you don't have enough of the right mate-
rials, you can't build the house. Ifa capitated managed
Care system is underpriced, it will inevitably be forced
to deny access to eligible people and limit needed
services if it is to survive financially. This is the ma-
jor criticism, often justified, of managed care today.

These are the basic steps that need to be com-
pleted to price a system:

1. ldentify and describe the potential problems and
needs of each population to be served (the typical

state Medicid pregiam actnaliv sepves AT
Chete poptialions
< Establish the desired consumees OULCOMES The sy

term will ey o achiove for each population o
cxampledor first time pregnan Teentagers, desined

vicomes mireh hes

* Nooseoond presnancy unal hagh school .
complered

* theh sehool conduanion ar ol DY cquivalen \
s Bulbiernn presnaney and delivery of o heal,
Braby oo pretinal care, which S the service o

achiove the e omes

* Child and mother remam s and heulihy
\\,l”('\n‘l\('(]

SEsthlisho specinie senvices meny andprotocolsog
cachoureome, estimate service utihzion lor e,

Population and ser it raes teos pur service

cvengs

Loy and es e the cos o the admimnistranee

I‘I(I(.I“\"\l'\
= dvstem design and pricing cosgs
Provider netaork developmentand nmanagement

s hilizaton Hnagement and reporting pro-

[N GENNEIN

* Qualitv improvement and svstems evaluation
processes

\ppeals and erievince processes
* Management Information Svstems

¢ Claims processing and financial managenieng

[a]

Compare the desired budget with the funds avail-
able to operate the system.

6. Ifthe desired budget exceeds available dollars, vou
must adjust in one of the following ways:
* Reduce populations 1o be served
* Reduce desired outcomes to be attained

* Find more money for the system

If you cannot do one of the three, do not capi-
tate your system'

Meaningful Consumer and Family
Involvement

We all say we believe in it, but do we really?

*~ Are you and vour MCO willing to have more than a
token number of voting consumer and family rep-
resentatives on your management oversight board?

*  Willyou ask consumer and family representatives
10 sit on standing advisory bodies (o help set de-
sired outcomes, design the system and monitor its
performance?

LR LA LN T



* Dovoahave validand representative ancoing sat-

Islaction assessment processes?

* Do consumers and families know about vour ap-

peals and arievances processes, and are those

processes timeh and responsive?

* Do consumers have easy aceess 1o vour svstemy

*  Dovouunderstand language and culiinal character-
istics thatatfect how consumers view vour servicesy

* Do consumers and Tamilies help decide how an-
nual budgets are spent, including reinvesunent
o the sysiem?

* Do vou pay experienced consumers and tamilies to
work with new consumers and families. and have
otheroppornmities for consumer-operated services?

vou cananswer “ves™ to the above questions,
vou probabhy have meanmgtul consumer invalve-
ment. True consumer-friendhy svstems offer more
than advisory opportunities by sharnmyg governance
and oversight responsibilities with consumer iand
frmilv representatives.

Blending Funding Streams in
Capitated Systems

Pooled o1 blended tunding streams and e as-
sumption of financial risk inevitablv lead 1o managed
care. Ifvou are offered o latamount annualhy for eachi in-
dividual eligible to receive services, on the conditon that
vou must provide all necessary services 1o cach person

L ]
Properly priced, performance-
based managed care systems
reward the brightest and most

~ innovative providers.

covered, you will be very interested in how well the sys-
tem is priced as well as in what performance indicators
you must meet to comply with contract requirements and
be considered a high-quality system. You'll also want to
know about less costly prevention and early intervention
services, and in acquiring insightful data that indicate
how you are doing. If you are financially rewarded for op-
erating an efficient system that meets performance
requirements and held accountable for any cost overruns,
youwill seek the most innovative ways of doing business.

Properly priced, performance-based managed
care systems reward the brightest and most innova-
tive providers. Sadly, our fee for services systems never
did this. Often they perversely affected providers who
tried to innovate, be cost efficient, and individualize
their service approaches.

Measuring Performance in
Capitated Environments

Vianaged care svstem should have imeasarable
andrealistic performance expectations that are piven
dsmuch mportanee as costinmeasuring its effective
ness: These performance indicators should includ,
the tollowimg:

L Were eligible individuals able to aceess the svsiem
casthvand were thev treated with dignin?

2 Were the prescribed services consistentwith the as-
sessment of problems, needs and desired out-
comes identitied for cach familvy Were they
defivered® Inatmely fashion?

Ao What outcomes oceurred for the people who were
served Y Nany believe that outeomes are hard 1o
detine and harder to measure. wishimg for national
anilorm outcomes and standards. 1Cis more ap-
propeiate for cach svstem o develop its own our-
comes, Outcomes are our best value statements
abour wharwe think should happen for our con-
stuners hased onawhat we know now. The listwe
choose today would have looked much difterent 20
vearsago. and hopetullv will look a lotdifferent 20
vears from now. Consumers and fumilies can rell
vou what outcomes should be measured. Your
problenvicillnor be in defining outconies, itwill be
i getting consensis abour which of the many wor-
thy owtcomes you can afford to include in your sys-
tent. Remember. each outcome has resultung
services and measurement costs.

1. Whatwas the nature and disposition of appeals and
grievances in the system and was resolution timely?

5. How satisfied with the system were consumers,
families, providers and stakeholders?

No-one should create a capitated managed care
system for publicly funded programs without clearly
defined and measurable performance indicators to
determine quality. Managed care is very simple in one
regard. It gives you exactly what you ask of it. If you
only ask for savings, that’s what you are likely to get.
Managed care systems driven only by cost cutting ob-
jectives are likely to cut alot of boards short very fast.

*Keith Schafer joined Value Behavioral Health (VBH) in
1995 as its Vice President for Government Programs.
He assists government agencies as they move into the
managed care environment. Value Behavioral Health
serves over 22 million people through contractual re-
lationships with more than 750 companies and
government agencies nationwide. Among other posi-
tions, Keith Schafer has served as Director of Missouri's
Department of Mental Health, Deputy Director of the
Missouri Department of Social Services, and the Direc-
tor of Missouri’s Division of Youth Services.
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BUILDING A BETTER CHILDRENS SERVICE SYSTEM USING MANAGED CARE

[nstitute for Human Services Management

Funding cuts at federal, sate and local levels are eroding services for children and families
at a time when the oumbers of children at risk of abuse and neglcct continue to rise. True,
federal entitement funding,(Medicaid, AFDC, Food Stamps, IV-E Child Welfare), did not
become block grants as we feared just a few weeks ago. But don’t go to sieep, the public
has not suddenly gained confidence in public child welfare. National leadership has not
given up the idea of a balanced budget. The need to control run-a-way cost of out-ot-home
care for children continues to trouble state leadership. How can public funds be used more
effectively to support at risk children and their families? How can the effects of these
investments be reported to the public to create a willingoess to maintain and perhaps even
increase funding for child welfare? Difficult times call for new approaches. Lets use this
lull in federal action, as attention turns to the presidential election, to build a service delivery
model that incorporates the best of child and family services with the technology of managed
care to create a better service delivery system for high risk children and their families.

Over the last several years increasing numbers of public child welfare programs in
parmership with private child care providers are following in the footsteps of behavioral
health by exploring the feasibility of applying managed care stratcgies to child welfare
services for high risk children and their families. Objectives of such managed care systems
are: increased access to care, improved quality of care, reduced cost of service delivery and
measured outcomes. Common features of thesc managed care initiatives include:

- private sector service delivery monitored by public sector,

- outcome based payment,

- flexible funding,

- common initial child and family assessment/ treatment planning process,
- integrated service provider network that offers a full array of services,

- common treaunent protocols and creation of service protiles,

- internal utilization review and quality control,

- client driven management information system, and

- performance contract management.

The application of these tools to child welfare without a commitment to service quality and a
vision of how such a system should function could lead to a system driven by short term cost
reduction. Best practice dictates services should respond to the needs of the whole child in
the context of family where family strengths as well as family/ child problems are taken into
account. Further, services should be neighborhood/ community based and draw on kinship
and other informal supports as well as best professional practice. Service interventons



fy 14 96 WED 11 48 FAL 301 223 0340 [HSY tome 1 f ce

should be culturally compatible and structured for long term success. This simple service
delivery model called CASSP, Child and Adolescent Service System Program, (see Diagram
1) was developed and promoted by NIMH for child and adolescent mental health services
over the past ten years as a means of offering intensive treatment services in non-traditional
settings of home and community. The compelling nawre of this model is its simplicity. :ts
incorporation of family in the treatment model and its use of individually tailored “wrap
around” services packages making use of informal as well as formal professionally provided
services.

The application of the CASSP model to child welfare services will require a significant
paradigm shift just as it has in mental health. At risk children and their families would be
provided case management services, crisis intervention services and other family support
services like protective day care, parenting education from a neighborhood/ community based
service center. Out-of-home care would be prevented when ever possible through intensive
family preservation services, goal oriented time limited services lasiing from 4 to 12 weeks.
When out-of-home care becomes necessary for a child, the time away from home would be
as brief as possible and accomplished within the neighborhood when ever possible to
minimize disruption of other aspects of the child's life. Therapeutic family foster care would
replace residennal treatment for many children. Collaborative efforts, bridges, interagencyv
agreements, among other service systems working in the neighborhood would enable early
intervention/ prevention services, mental health and substance abuse services as well as basic
health and educational services to be available for these high risk children and their families.
(See Diagram 2 showing the array of services available at or through a neighborhood based
service delivery system.)

Federal officials along with various foundations have been encouraging communities to build
neighborhood based child welfare systems with high degrees of collaboration among the
various service systems as the most etfective way to address the needs of these high risk
children and families. There are not sufficient resources within the child welfare system to
meet the demands being made of that system if it continues to stand alone investigating child
abuse and neglect and relying on expensive foster care as the service solution of choice. The
few outcome studies in the field depict a broken system, generating unacceptable results.
The general assumption driving the neighborhood based child welfare service delivery model
is that such family focused, neighborhood based services are most likely to promote longer
term child safety and child social, emotional, developmental well being, because family
support services are available through the neighborhood service delivery system at all times
whether or not a child welfare case is currently open. There are people who know the
family, see the child on a regular basis in school, in the after school program, at church, on
the playground, through a mentoring program, etc., that can initiate helpful interventions
when necessary. It is this long term early intervention component that is largely missing
from the traditional child welfare system..

For the CASSP model to function for child welfare, it must draw on resources of parallel
and related service delivery systems. For example the public education system must be
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working collaboratively with child welfare for the CASSP model to function effectively. The
local school must be able to serve at risk children temporally placed in foster care or use of
neighborhood based family foster care will not be successful and more expensive residental
(reatment with its on campus school may have to be used. For the schools to serve children
experiencing famuly crisis and deal with the often related behavior problems, the teacher;
school principal may need support from a social worker provided by or through the family
scrvice center who supports/ assists the child’s teachers, while working with the child, the
foster family and the natral family, to provide a consistent treatment approach related to all
sectors of the child’s life.

Another example of a service system essential for the success of the CASSP mode! for child
welfare is mental health/ substance abuse treatment. Often the crisis precipitating child
welfare intervention is related to parental substance abuse. Child welfare funds are rarely
available to pay for substance abuse treatment services for the parent, but without such
treatment the child can not be rewurned home. Similarly, mental health counseling, crisis
stabilization, may prevent the need for foster care placement for children in the famuly.

And, mental health services can continue to support a family long after the child welfare case
is closed.

Health care, income supports, housing, and general services like day care, Headstart, and
parenting education, client advocacy all have their own rules and funding, but are essential to
the overall success of the neighborhood based child welfare service delivery model. Where
this neighborhood based collaborative system is working well bridges have been built
between and among these systems so that they become mutually supportive of each other.
(Diagram 3 depicts each of these service delivery systems and how they merge into an
integrated service delivery system at the neighborhood service center.)

The application of managed care to this model can either enhance or destroy the model.
Managed care does provide an opportunity for flexible funding based on outcomes rather
than days or units of service, common service protocols, intake procedures, case planning
and case management and services tailored to the particular needs of the child and his/ her
family. It also can provide early intervention, maximum use of strategies for avoiding deep
end costly services, and the blended mix of professional, para-professional and informal
supports for maximum service impact at lowest cost. Furthermore, managed care could
provide outcome data the would help the broader community betier understand what their tax
dollars were achieving, providers understand which service strategies were working in which
sttuations, and key stakeholders an indication of client satisfaction and areas requiring
Lmprovement.

[f the boundaries of the managed care program are sufficiently inclusive to bring most of the
key child and family service programs inside the system the flexibility alluded to above can
be achieved. But, should each service system develop its own managed care approach,
fences will be built around each system making the kind of collaboration the community has
become accustomed to almost impossible. Child welfare workers in states where foster

s
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children have been brought under managed care for purposes of health care, are often
experiencing increased difficulty accessing heaith care for custody children, as the child
switches from the child’s family health care provider to health care providers associated with
each successive out-of-home care placement. Similar service difficulty can be expected if the
boundaries of managed care are tightly drawn around mental health. Once the boundaries
are set and the available funds fixed, mental bealth will trv to limit access, and curtail
service early before all factors including those relating to the family are in place for the child
to return home. To obtain services, provided in the past without cost through open ended
Medicaid reimbursement, child welfare will have to purchase the mental health services they
require for their clients. Further, collaborative intake arrangements and early intervention
mental health services provided in the schools would no longer be largely self-supporting
through open ended Medicaid reimbursement, rather they would have to be supported from
the limited managed care allotment, or purchased by the school or child welfare agency.

Thus. managed care can become a significant partner and stimulant for the development of a
new child centered, family focused, community/neighborhood based service delivery system
for children and family services. Child welfare should be a major participant and prime
mover in the development of this service delivery system. Child welfare is the system with
the most child and family service resources, but these resources enter to late, with the
finding of child abuse or neglect, and do not remain for the long term. If these funds could
be used more flexibly and the boundaries of the managed care system also incorporate early
intervention, prevention, mental health and other allied service systems, managed care can
support and in fact will drive the development of the neighborhood based service delivery
system that can better address the challenges facing child welfare today.

Carl Valentine
Senior Consultant
Institute for Human Services Management, Inc.
7307 MacArthur Blvd., Suite 214
Bethesda, MD 20816
301-229-9455
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tions ser the stage for todav's problems. So It 1s with

the boom in managed care ~10dav's answer 1o vester-
vear s unmanageable health costs and the excesses of un-
fettered “fee for service™ mediaine. Roughlv 56 million
Americans are now earolled in one leading form of man-
aged care —health maintenance organizauons, or
HMOs—up from a mere 6 million two decades
ago. Megamergers and high CEOQ salanes of mant
managed-care plans are now front-page news —
and the industry complains. with some Justifi-
caton. that a raft of “HMO Killed My
Babv stonies vastly outnumber those about
HMOs helping women carty theu preg-
nancies (o term. All of this is a far cry
from HMOs' humble beginnings. when
their emphasis on preventrve medicine at
prepaid rates made them a countercul-
ture movement within heaith care. As
wags have joked. this may be the only
U.S. industrv to go from being consid-
ered a communist piot to a caputalist
conspiracy in a little over a decade.

With that transformation has inev-
itably come growing oversight of man-
aged care: The Amencan Association
of Health Plans. an industry trade
group. repornts that it 1s racking rough-

Iy 2000 pieces of managed-care lems-
laton n vanous state legisiatures.
Manv are thinly veiled efforts by
threatened interests. such as physi-
c1ans and other providers. to topple
the entimes that increasingly hold
health care’s financial reins. But at the
same ume. the huge economic and so-
@al shift inherent 1n managed care
couldn’t possibly take place without
producing trends that genuinely war-

I n health care. as with anvthing else. vesterdav's solu-

BY SUSAN DENTZER

Shedding light on managed care

sums. the HMO and its providers swallow the cifference.
Youdon'tneed an M.B_A_to figure out that “tne easiest
way 1o make a buck now in the health insurance s\siem s o
avoid sick peopie.” notes James Tallon Jr.. presiaent of the
United Hospital Fund. a New York nonorofit group en-
gaged in philanthropy and health services research. And
Indeed. the paramount tension 1A the industry s
berween that incentrve — shunntng high costs — and

—— SOCIEtY's expectation that health insurance waill

cover necessary care. This tug of war manifests
1self contnually. For exampie. unul recenti
Y health plans refused to pay for costh expen-
; mental bone-marrow transpiants for breast
cancer patents. Patients sued. couns or-
dered plans to cover the care —and now a
forthcommg stuav by Congress s General
Accounting Office shows that most HMOs
In MOst states now pay for the procedures.
This pattern is hkeb to repear nself

over and over. as health plans engage 1n
SOme practices that socien —and even

the plans themselves — ulumately reject

i favor of something betrer. Consider
physician compensation: Manv plans
have routinely paid doctors in wavs

that gave them big incenuives to con-

trol costs—and thus ran the nsk of
encouraging them to avoid canng

for high-cost pauents. Bul success-

ful managed-care companies —one 1s

U.S. Healthcare. now set 10 merge

with insurance giant Aetna ~ are mov-

INg 10 a payment svstem based far
more on the quality of care that doc-

tors deltver. Given the intense compe-
tuon in the industry to enroll patients.

such practices will undoubtedly
spread. That mav bring us closer o the
nirvana that the industrv describes: a

rant scrutiny — such as some question- How to survive until the day when health pians reallv are com-

abie pracuces at Connecticut-based

petingon the quahity of care thev dehiv-
Oxford Health Plans that | wrote Golden Age, When health er. rather than on squeezing costs.

understand these trends if we're to

about 1n a recent column. We need to plans compete on qua!zty

succeed in improving managed care, S—

rather than simply defeating .

The role of risk_ At the heart of many of today's managed-
Gare arrangements is this question: Who assumes the nsk.
or the upside costs. of heaith care” In old-stvle “indemniry”
insurance plans. the people who paid the bills did: provid-
€T3 treated patients as they saw fit and passed on the tab to
tnsurers. emplovers and patients. In HMOs and manv other
Managed-care plans. that nsk has been shifted: now provid-
¢rs and insurers bear it in 8 way that gives them incentives to
restrain cosis. Health cre buvers pav an HMO a fixed
annual premrum per pauent: HMOs in tumn may pass on a
similarty fixed per-pauent amount to doctors. if costs for
treating that pauent ultimately rise above these fixed

Unul that Golden Age armives. what
should we do” For starters. we may
need more standarduzed reguiauon of
HMOs across the states. which “vary
dramatically in the degree to which thev provide protec-
ttons for HMO enrollees.” notes a report by the Los Ange-
tes-based Center for Health Care Rights. We also need
commoen approaches on such issues as when HMOs shouid
pay for costly experimental treatments. so that ail health
plans are plaving bv the same rules — and the ruies are clear
to patients. Fortunately. both the federal government and
an association of state insurance commissioners are already
atwork wn many of these areas in cooperation with industry
groups. Their work will be slowgoing. But that's surety
inevitable m the highly charged area of health care. to which
we artach so many of our hopes — and our decpest fears. B
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Managed Care for the Poor
Tough to Manage, Va. Finds

Expansion of Medicaid Plan Beyond Tidewater Stalls

wack Onck Y29/t

By Spencer S. Hsu
Wastmngton Post 1 Wener

NORFOLK—The first complaints sur-
faced a year ago. People had been prom-
1sed hair-care products, free diapers,
even chicken dmners if they’d sign up.
Others had been solicited by door-to-door
salespeople who, motivated by the pros-
pect of cash bounties, often falsely prom-
1sed that patents could stay with their
longtime doctors.

In a scene recalling the land rush of a
bygone era, five insurance companies
raced to register Medicaid recipients m
Virgmia's Tidewater area in managed-
care health plans. It was the first stage of
a massive state undertaking to transform
Medicaid—and save tens of millions of
dollars annually—by putting private in~
surers in charge of poor and disabled Vir-
gmians' hkealth care.

But hopes to expand the effort to
Northern Virginia on July 1, and to make
the program mandatory statewide by the
saummer of 1997, have been put on hold.
It wasn’t just the reported marketing
abuses Participants were confused over
which physicians and hospitals they could
use, and there was widespread concern

that the sickest people might receive m-
adequate care.

Officials concede they moved too
quickly without adequate safeguards for
the people involved.

“We didn’t hive control of it,” said
Thomas G. McGraw, the Virginia Medic-
aid director heading up the project, who
acknowledges that many abuses did oc-
cur. “We know there are problems, and
we are willng to go back and address
them.”

Virginia's experience in overhauling
beaith care for the poor is a vivid remind-
er of the pitfalls and possibilities as juris-
dictions across the country, Maryland
and the District among them, struggle to
gam control of Medicaid costs by forcing
participants into managed-care pro-

grams.

The endeavor, dubbed Medallion II in
Virginia, dwarfs welfare revision in terms
of total cases and overall spending. Yet
officials here remain confident that they
can make it work for as many as 400,000
Virginians, many of them disabled. The
state already has barred direct marketing
and tightened its oversight. When Medal-
lion I is up and running property, officials

See MEDICAID, D4, Cal 1
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Confusion, Complaints Halt Expan

MEDICAID, From DI

naintan, private insurers will pro-
vide more coordinated care while
saving the state’s $2.1 bulion Medic-
ad budget an estimated $25 million
a year.

“Medicaid managed care is still
the trend of the future,” said Alina
N. SalganikoHl, principal policy ana-
lyst for the Kaiser Commission on
the Future of Health Care. "But
states must regulate these areas
much more tightly in 2 way that pre-
vents consumers from being unfairty
deceived.”

Under Virginia's managed-care
approach to Medicaid, doctors and
other providers no longer are paid
for each procedure performed or
service rendered. Instead, the state
gives chosen health insurers a pre-
determined {ee per patient in ad-
vance and then lets them manage
care through health maintenance or-
ganizations, which emphasize pre-
ventive care and cantrol the use of
hospitals and specialists through s
pamary physician,

In Virginia, where the state's
Medicaid bill has increased bvefold
over a decade, that preset fee is, on
aversge, about $1,500 s person.
Should care cost more than that dur-
ing a year, the nsurer absorbs the
loss. Should it cost less, the company
keeps the difference as profit.

“it Is the ideal coordination of
care,” McGraw said. “The HMOs
are put'at a financial risk for the
health of their clients.®

Insurance companies have been of -
fering managed-care programs 1o pri-
vate employers for more than a dec-
sde. But they have less experience
with the poor, who tend to be heavy
users of the medical system and often
come with complex social needs. Cas-
€3 mvolving those who also are diss-
bled, cither physically or mentally,
are particularly tic.

“It's tough, and it's not just eco-
namic,” Salganikolf said.

In Tidewster, five companies
helped launch the mandatory
project in 1995. In just elght
months, they enrolied 93,000 peoyde
and were swarded state contracts
warth gullions of dollars.

But in less than a year, 37 formal
complaints about several insurers
were filed with the state Medicaid
agency. Some palients had been
signed up for two competing HMOs.
Others learned too late that they
would be required to switch doctors
or no longer could continue certain
therapies, according to mental
health advocates.

Their concerns focused on people
such a3 a 32-year-old Virgjnia Beach
man with schrophrenia, who said his
therapy was disrupted when the
HMO he chase unexpectedly made
him switch the physiclan and medi-
catlon he had used for a decade.

Because of loopholes in the state
contracts, officials in Gov. George
Allen’s administration say they had

“We know there are
problems, and we
are willing to go
back and address

”»
them.
—Thomas G. McGraw,
Vuginia Medicaid project duector

litde power to sanction insurers that
acted improperly. One alleged viola-
tor was the Rockville-based Opti-
mum Choice Inc., part of Mid Atlan-
tic Medical Services Inc. Mid
Atlantic Vice President Thomas P,
Barbera said the company has fired
and disay certain employees for
sbuses in recruiting and is reviewing
its case with the state.

At this point, Medicaid managed
care won't come (o Northern Virgin-
ia, where 48,000 participants live,
until at least next spring. Before
leaving the Capitol last month, state
legislators ordered that any expan-
sion of the program be frozen imme-
diately and called for a study of its
effect on Tidewater patients.

“Northern Virginia Is no more im-
mune (o these tactica than any place
else.® said Sen. Joseph V. Gartlan Jr.
(D-Fairfazx), a senior lawmaker.
“This is an experiment that was

showing a lot of signs of going
wrong. We wanied (o stop before
going any place else "

Gartlan said legislators recognize
that something must be done to con-
trol Medicaid costs. “But we don't
want that to come at the expense of
inappropriate denials or reductions
of benefits,” he said.

The insurance companies have
not played down the difficulty of im-
posing managed care on Medicaid —
not their potential reward.

“This is a great opportunity. We
have got a financial incentive to make
health care for this population better
than it has ever been,” said Don L.
Gilmore, who leads the Medicaid
HMO for Sentars Health System.

The insurer, which is based in
Hampton Roads, received an annual
contract worth about $64 million by
signing up 42,000 Medicaid recipi-
ents in Tidewater. It has since re-
duced their emergency room visite
by as much as 30 percent at Norfolk
General Hospital and 35 peccent at
Maryview Medical Center in Ports-
mouth, 1n part through a new over-
night hot line statfed with registered
nurses. [t also started a transporta-
lion service to help patients get to
regular doctor appointments.

Ted M. Wille, senior vice presi-
dent, understands why some are dy-
bious that private insurers will tem-
per their actions with compassion.
But, he added, “we've found our-
selves in a situation where we have a
Yot of economic incentive to sit down
with public health workers and leam
from them. It's still easly, but [ think
it's been a positive experience.”

sion of Managed Care for Poor

MEDICAID IN VIRGINIA

M edicaid is the nation’s major health insurance program for
the poor and disabled, and its cost 1s split between federal

and state governments. In Virginia, it has beew the fastestgrowing

bart of the state budget, with a 1996 price tag of $2.1 billion.

Who Recelved Medicald In Virginia, 1995

Reciplent Numbey Avg. Annual Cest Por Pervon
Disabled 102.793 $6.903

Elderly fage 65 and oide) 85,507 $6.615.

Bind 1.110 $5.313

Adulls on welfare ‘128,530 $1,738

Children 363,560 $927

Since Virgima began allowing Medicaid recipsenis (o enroll tn private health
mainienance orgamizations 18 January 1995 the number of participants has '
shyrocheted. The state began mandatory emroliment in Tidewater four months
ago but has indefinitely posiponed a 1997 statewide expansion,

Number of Virginia Medicald Reciplents Enrolled In HMOs
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Ménaged Care Empires in the Making

Companies Build Networks to Stay a Step Ahead of a Hard-Charging Field

By MILT FREUDENHEIM

Leonard Abramsan decyded about a year ago

that US Healthcare Inc, his enormoutly suc-
cesaful heaith mamt or son,
a pew siralegy L keep i3 profits up. A flock of
cornpeung HM.0.'s. led by Oxferd Hesith Sy»-
tamms. was vying for customers on his home turf.
i Philadeipiita and New Jersey. Even more
threatening hospilals and dociors were melding
N0 groups big encugh (o resst when e
H.M O.'s try 10 squeeze their fees

Mr. Abramson. the founder and chief execu-
tive of U.S. Healthcare, turned over daly opers-
tons 1o Mus lreutenants and set out to find a
sirategic parvner He enced up selung hus man-
aged care company to e Aetna Lile and Casual-
ry Company. he sand yesterday, 10 get the ‘"mass
we needed. Uhe power (0 negousle with the
phvsiciang, the hospitais. the drug companies’”
and force 0own their charges

The ceal 13 the biggest In a wave of consolida-
ton as heafth care seex 0 b
big enough (o get the upper hand I negoualing
pnces with their medical supplrers so they can
w00 empiloyers with {ow-Cost health plans.

In many cases. Uve deais have mrvoived merg-
er3 between managed care companses and be-
|ween managed care cor and trad l
nsurert But 1n e fulure compeuuson msy
come Irom a different direction. Some analysts
say L\ te most formidable competitors might
be groups of hospitals and doctors that have
uniled to deal directly with empioyers and siup
the managed care middiemnan

Aeina s ceal W buy US Healthcarw for S48
bithon 1n cash and slock will create s combued
managed health care business that wold cover
11 miihon peopte Of those. 4.2 milixon wouid be tn
hesith mantenance organuauons, the most
tightly controlled sysiem of delrverng care In
sodiion, Aetna has 1.4 milbon people In trads-
LanAl NSUNANCe Plans.

in & number of othver recent desis. managed-
care companres have acquired MMSUrance com-
pames Lhat had big groups of customers \n
traditionai lines of lee-lor-service coverage In
these deals, the surers aiso hope 0 brosden
their appeai to empsoyers by oflertng s vanety
of unes and eventually to convert thexr psopie (10
managed care. under which the payer's cost
are jower ang tnsurer's profits are hugher.

Last yesr the United Heaitscare Corporatson,
2 beg heallh mainienance organuzation based in
Mmnespoiis, bought Metrahesith, a jout health

Cont'd on next page

Moving Up

The merger ot U S Mealtncare ana
Aetna creates (ne lounn argest
HMQ Dbasegon ine numpber of
peopte enrolieq al ihe eno 011995 *
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The Bigger They Are Becoming

The acaursiion of U S. Healthcare Dy Ine Aetna Insurance com-
Dany i1s DUt the Lates! examole of (e ONGOING CONSONAANION in 1he
manageg-care indusiry Mos! Of Ihe Mmergers Nave been Derween
HMO. s DUl Iike tne Aeina-U S Heanncare merper. there nave
aiso peen comoinatons ol H M O 's and insurance companies
wiin (racioNal NeaNtn Care Plans rHere are SOMe exampes

MILLD. WATH TRADITYORAL MEALTW PLAN

1994 HealNSOUrCe DUYS N health Care NOeMMity DUsINess o'
Provigent Lite ana Accigent Insuwrance Comoany tor $310 minon

1998 Unneg Heamncare buys Metrareaitn for $1 65 dilon
Metraneatn was creates in 1994 Dy the merger 0! the managed
care pusmnesses of ine Matropoklan Lile insurance Company sna
Traveiers

1998 WeilDOINt Health Networks agrees (O Duy Ne hie and nsus-
ance urit ol Massacnusens Mutual Lite insurance Compary lor
$380 muion

HMALO. WATH ANOTIMER ALELO.

1994 Heann Net merges witn Quaimed Plans 10 torm Heatr
Systems imernanona

1994 FHP acquwes Tanecare for $1 1 Dilhon

1984 Prysiccian Corporauon of America buys Southeas: Heann
Pan. a preterrea provioer organuzation
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Health Care Empires in the Making
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naoance venaire of the Metroped-

suance companms by HMO.'s:
Last January, California-based Wel-
patst Health Netwerts bougnt e
Massachusets Mutual Life lnsur-
ance Compasny. Last year, Humana
Inc. based in Lansville, Ky. bougm
Emphesys Financial Group of Green
Bay, WL And HealthSeurce, based
in Cancord. NH. bought tve Provs
dent Life and Accident Insurance
Company of Chatlancoga, Tenn.

‘"There are probably gowng W be
only three (0 {ive nauonal payers ;o
live years or m." said Larry Fem-
bery. a general partner m New York
with Oracle Periners. & health care
irvesiroent firm. ““The whole hesith
Care market 13 overtaullt We are sul)
pretty early 1n the ball game In
lerms of consolidaton **

Doug Sheriock, an anatyst in Phil-
sdeiphis wTb the Sheriock Compa-
ny. a health care nvestment banking

qm recalied (et Wall Suvet ana-
Y$L3 used W say that heaith mante-
GANRCE OTgANLIAUONS weTe & lempo-
rary fad that would be taken over by
U inmurance companies. ‘It loois
lUce the litUe 1sh ate the big fian."* he
ud

Ellie Kerns. a securities anaiyst i
Boman with Alex Brown & Sons.
Said most managed care companses
Deeded (0 expand N0 hew Markew.
which could be s drain on earmings
hile taking years for them o e3tad-
Lish a torcetul presence

US Heakhcare which already

. has networts with 12000 primary-

Care dociors b 1) sates. could form
combinauans with Aetha In 11 states
where the Hardord-based thaurer
has 20000 prunary-care doctors tn
its aetworka These doClors — in-
chuding IoteTmisiz, gesersl pracy-
LoneTs and padiatTicians — play a
central roke | resuramuag e cosus
of care

deal said he expecied the (nsurers o
conunue growmg Wwhile hospuals

will be **downging and closng ** He -

was skepUcal abaut the prospects
lornhuummp.nymuwme
health Losurance buzmess. as the Co-
rmbla-HCA  Hesprial Corporation
sy’ it will do ;m Cleveland nng per-
haps other marxews. Columbia-HCA
announced last Friday that it had
agreed Lo by most of the dusiness of
Cleveland-based Blue Cross and
Blue Shieid of Ohio (or £299.3 millon.

“Look what happened W Dave
Jones, and he s & smarn guy.” Mr.
Abrameon aud, refermng W proo-
lerns that arose when Mr. Janes's
comboatian HM.O. and hospital
company, Humana angered dociors
And competng msurers. who boycot-
led the hosputais Columns eventual-
Iy bought the Humans hosoitala

But Rick Scott, chuef executrve of
Columbus-HCA, Uuniks things will
wort oul differenty 1n Cieveland,
where Blue Cross i the biggemt
heaith mnsurer,

Inseed, Mr. Femberg of Oracle
Uunks the baisnce of power may be
thifung w hospials and docwrs at
the expense of the Insurers.

“The HM.0.'s have had the gres:.

ol power over e last (tve years
relayve o physicians and hoss-
tals’ he sasd “They had the odorn

Now. he saud ""Hosputals and pivy-
SxClans are becommg empowered
with betier of demo-
STaplhucs and costs For HMO.s
over the lang term. this will have a
hegatve 1mpact an thwe balance of
power '

J.D. Klewke. an economust tm Ba)-
Umore with HCIA. a health care
nformauan company. said the Aet-
NA des) was s classic consoldatan
play tn an indusiry that ts {ragrent-
ed and ultlmately will ghake ouL ' He
added. Unforumatety | tunk nt witl
shaie out s lot more darasucally and
LhOrougNLY than Aetna realizes in the
long terma. say owver |0 years ™

Mr. Kieinke saud ““he Cotumbia-
HCA purchase of an wnsurer was
much more illusirauve of where the
enure LMGUSLry s gomg ! the long
term.” He saxd hospatal grougs m
Muneapoiu. Detrow. Portand, Ore.,
and Southermn Csliforrua were “al
ready euminatng the middiernan,
the HMO." and deaing directy
With payers such as empioyers

Al &0 least one big customer, the
Xerex Corporauon. the amount of
money grvoived M e Aetua pur-
Chase was wormsome. ""As a pur-

!
l

The Merger Partners at a Glance

Astna Lite ana Casuany 1s buving U.S, Heamcare wea money =
Nnno'ruplooommuumbmustvem

2 [US

HEALTHOAR!

MEADQUARTIRS Hamord. Conn Bue Ber Pg
arLoTINy 29143 4580
CMATAN Ronaxa £ Compion Leonars Asramsor
MYDAX 1994 $12 2 puon 25 0mon
1998 $130 buion $3 6 nion
NLT BCOMK | 994 $4 10 muinon $39 munon
‘ 1998 $474 minon $381 mion
VI oassT New Yok 16 mion  Pernsynana 905 00C
::“‘“‘ l.:l'n Canorna 1 2 minon HNew versey 662 0OC
PEOPLE Texas t 2 miuon New Yorx 554 00C
MARASED CAME O 1 0 minon Massacnusens 9 20
Iunors 663.000 Connec:zz S5 20C
Soarce Cormbary moorm. Boormoery f nerc.e Mienary
Tae mpw Yary

Chaser | always get nervous when
mdnmeyummmtbym
organizaton that 1s acquinng an-
other, say for £ billon " saxd Helen
Dering, manager of heaith care
Mrategy at Xerox

She added: "My worTy Is that the
soquinng company will want o re-

cop therr prvesiment at a

hen we are (rymg o control cos
would watch them both itke ha
nervously wormyig that uus
fuel medica) mflavan, and tha
m@tmum.mm
iAol more cyrucal about n
aged care

THE PAYOFF

Once a Pharmacist, Now a Deal Maker

By BARRY MEIER

Leonard Abrsmson. a one-time
cab drrver. walked away yesterday
with the tiggest Lp tn tus lile — some
$492 millon 1n cash.

The &-yearold Mr. Abramson,
the founder and chairman of US.
Healthcare stands 1o De Uve biggent
winer under the terms of the S8 9
billion offer by Aetna Lite and Case-
alty Company 10 acqure US
Heaithcare [f the waheover s com-
plated. Mr. Abramson will not only
gam the most casn (roem Uvwe deal but
"l aiso become e largent ungie
hoider of Aetna swock and & director
of the company. which 13 based in
Rarvord

Mr Abramson, appesroig tnm
and deeply lanned At & News confer-
ence yesterday at the Waldorf-Ap-
tora Motei m muiown Manhauan i

Medicare spelled
opportunity to an
H.M.O. founder.

after & brief stam as a drug wabes
man. he worked for hall 8 decade as
a rewal pharmacst

The uirung pant for Mr. Abram.
san camme tn the mxd-1960's with the
creaton of te Federal Medicare
program. Senmsing an expioson In
oedical spendmg. he saw the oppor-

one of e puormers of aged
hesith care. Born and rassed in West
Philageiprus. he 15 & setl-made mi-
Lonaire many umes over.

Hus busaness roows are i pharma-
ceutxcals He graduaed in 1998 from
the Phuadetpius College of Pharma-
€y and Scrence. drving LAKIS 1O R~
pon humse!l wiule at school Than,

subsexpuently purchased {or £500.000.
in the iate 19700 he changed e
company’ s aame 1o U S Healthcare

Since then, US Healthcare has
besn one of the (asest-growmng man-

aged-care companies. generau
record that cheered Wall Street
lysis tan almo anwagoned some
$xaans and cormumer advoc
who accuse the company of g
pabemM service and hospual um

Mr. Abramsan for hus part
that HM.O's uxe US Healux
Produce savings not so much f
remncung the jength of hos
SlayL bt by syouimg excessve
Muans  sllogether  Uuough
proved prevemrve care

Mr. Abramson proudly describ
himenil as & bean cougmer and sux
ler for dewall His favorme MR
"It dossa’t coont unsess you c©
coung iL°"

health care thaustry had treated M
Abramason very weil In Fortes may
AINe's MmO recem Leimg of L &
althiest Amencant 'us esiumace
wOrth wus (g 8t more than £30
mulen
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A Look Back, A Look Forward
vy Donaid Joscimud. NAPCWA President

[n looking back over 1995 [ am impressed with how
much the tieid ot public child welfare has accomphished in
aturbulent vear. We began 1995 with a new Congress and
1 plan to reform welfare This national initiative spurred
pubiic child welifare administrators to consider how we
would make use of decategorized federal funds to develop
a trulv comprehensive service svstem for children and
their families. We also have used this opporrunity to build
upon our etforts to implement the Fammuly Preservation and
Familv Support Act of 1993 and continued to develop a
flexible, comprehensive service svstem that both protects
and supports children and families; to meet with consum-
ers and other stakeholders to identify what outcomes they
believe the child weifare system should produce; and to
work with other human service partners to build an
overarching and coordinated heaith and human service
system. _

Inadditionto helping our members prepare for sweep-
(ng national policy reforms, NAPCWA has sought to pro-
vide public child welfare admirustrators with the informa-
tion we need to continue providing the nght services and
supports to vulnerable children and famulies in our chang-
ing local environments. Our forums have blended practice
with policy in an attempt to provide public child welfare
admunustrators with up-to-date information and tools to
more etfectively manage programs and services. For in-
stance, we have highlighted initiatives by state and local
rublic child welfare agencies to take advantage ot the
tlexibility otfered by federally proposed block grants. We
have concentrated on best practices related to chuld protec-
tion, serving chemucally affected famulies, and resolving
the tension between family-centered and childcentered
services. And most recently, we held a forum on managed
care and its imphications for public child welfare. Through-
out, we have relied upon the wisdom and expenence ot our
peers in the field who have grabbed hold of opportunities
to implement their vision for an improved public child
welfare svstem.

These torums aiso nave outlt upon NAPCWA's four-
point agenda, which provides a framework forimplement-
ing effective pubhic child welfare services in the areas ot
best practices. collaboration, trainung, and results and ac-
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countability The main focus ot thus agerdain L «=Fanz or
the first portion of 1996 wiil be to update NATC 5 -

Guidelines *or 2 Model System of Protprtive sermn oS e A
ind Neglected Children and Therr Frmies The ogc oo
first published 1n 1988, were directed toward Zarring 172

scope and narure of protective Services o 0used i
neglected children within the broader. coordinated (=2
weltare system. Whule keeping thus irutial mussion .o mune
NAPCWA will update the Guidelines to account tor retorm
of child protective services in a number of states (T
reform involves the development and unplementation 51 1
“multiple service track approach” that is supportive :t
differential responses to the famulies thar come to the
attention of the chuld weifare system. The cor umon charac-
tenistics of these service tracks are to pros ide both assess-
ment/service and nvestigative approaches to serving at-
risk famuilies.

An update of the Guidelines will be the first step in
developing a continuum of best practice categories that
correspond to the three-tier framework outiined In APWA 5
1990 publication, A Commutment to Change. Each categorv ot
practices and services will be linked to specitied outcomes
for chuldren. These two areas—best practices and out-
comes—in turn will dnve the association s training and
collaborative efforts. For instance, we will continue to

icontinued on page .

Upcoming NAPCWA Events
Spring 1996 NAPCWA Forum

Working Commuttees: March 30
Forum: March 31-Apni 1, 1996

Washington Court Hotel, Washington, OC
Reservations: - (202) 628-2100

Fourth Annual Roundtable on
Outcome Measures in Child Welfare ;
(cosponsored unth the Amencan Hiomane Assocanon)

May 16~18, 1996

Menger Hotel, San Antonio. Texas
Reservations: (80Q) 343-9283

For more informaton. contact Betse Thigiman, 202) 5324010

Network is published fourtimes a year by the National Association of Public Child Welfare Administrators. an affiliate of the Amencan Public Weitare
Association. Circulation i1s limited. Address all correspondence to: Betse Thieiman. APWA, 810 First Street. NE Suite 500, Washington, DC 10002287
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.onacorate withour other numan service partners to work
0w ard positive ourcomes tor children and theie ramilies
ind Teause our statt and svstems partners bl need to
LT 2eraan erat I2sulls are nrended o Te achrened
ThrrLgnthe Drovisicn ot dutccme-driven best practces at
sorn rhe admumistranve and direct service level. applied
wdudittion apd tranang vl Te .'"nch

tors are ‘J:(l\- Jpame ot orienting md dicecting therr
agencies in the mudst ot change NAPCWA's agenda tar
1996 seeks to provide public child welfare admurnustrators
with enhanced and new tools to take advantage of new
opportunities tor improving services and outcomes tor the
children and families we serve. We hope vou will joinus in
breaking new ground.

Child Welfare Legislative Update
by Melissa Baker. APWA Policy Associate

On January 9, President Clinton vetoed the weifare
reform conference commuttee bil. H.R. 4, the Personal
Responsibility and Work Opportunity Act of 1995, passed
by Congress just before Christmas. In his veto message, the
president objected to the $60 biilion in cuts to foster care
and adoption assistance, SSI for disabled children, food
stamps, assistance for legal ummigrants, and the school
lunch program.

On December 21, the House voted 245-178 to pass
H.R. 4, with four Republicans, 173 Democrats, and one
independent voting “no.” On December 22. the Senate
voted 5247, with two Republicans, Mark Hatfield of Or-
egon and Ben Nighthorse Campbell of Colorado, voting
“no,” and one Democrat, Max Baucus of Montana, voting
“ves.” Given the insufficient number of votes necessary to
override the veto, congressional Republicans indicated a
willingness to consider another version of welfare reform
using the Senate-passed version as a starting point. Repub-
lican leadershup also may be looking at other aiternatives
such as revisiting the conference agreement or moving
certain titles of the bill separately. At this writing, 1t is
unciear whether House and Senate leadership intends to
revisit the welfare reform debate before the 1996 elections.

The president pledged to work with Congress to
enact a bipartisan welfare reform measure, but has indi-
cated that welfare reform must be considered in the context
of congressional etforts to reform Medicaid and the Earned
Income Tax Credit. and must include sufficient funding for
child care, heaith coverage for poor families, and state
maintenance of etfort. [tis unclear what direction Congress
ntends to take with respect to child welfare, but with the
Senate biil as a starting point, it would appear that Con-
gress i1s at least considering maintavung current law 1n
chiid welfare programs.

Meanwhile. at this writing, budget negotiations be-
tween the president and the Republicans are stalled. ai-
though the president signed several interim funding bills

the weex Ot January |2 funding 3 sumres 0 T T
crincal to states and ending a thrge-weog o e leTl
rurlough The bill appropriates runcing *2r -osrer 172
ind adoption assistance through Maren (3 1o-n 52 5
35 levels and provides munding tor Totle L3 ¢
weltare services through FY 96at oy 43 leveis (oo gm2s
sional Republicans recently ndicated trar tmev Ta.
1dopt a new strategy Caded rargored
whereby they would continue to £ass piecemedi Tei-
2Ures ADProprIatng tunas CnIv (2r their Sriorne, oo
Zrams Oiscussions around the tudeet angd w2irace ~2-
torm are not mutually exclusive.

The tollowing are hughlights ot the child orotect:on
provisions of H R 4. the vetoed wettare rerorm =t
some of which possiblv mav be inciuded n ruturz
iterations ot the welfare rerorm bull.

S e ce e

Child Protection Provisions of the Conference Report
on H.R. 4, The Personal Responstbility
and Work Opportunity Act of 1995

Like previous legislauve draits, the weltare retorm
conference agreement passed by Congress and vetoed
by the president estabhshes two block grants for chuld
protection progr~ms and retawns the open-ended entitle-
ment for foster care mantenance and adoption assis-
tance subsidy payments, replacing Title (V-B and re-
pealing Title [V-E in its entirety. However, the confer-
ence agreement establishes a new effecuve date of Octo-
ber 1, 1996, and increases funding for the chuld protec-
tion block grant by $940 muilion above the funding in
previous drafts for the period FY 97 through 2002. The
two block grants have identical state plan requirements
and data reporting requirements, enabling states to
subrrut one state plan and one set of data reports.

Some highlights include:

Matching Payments for Foster Care and Adoption
Assistance. Foster care maintenance payments and adop-
tion assistance subsidy payments remain as open-ended
entitlements, with eligibility linked to the Title [V-A
rules in effect before enactment of HR 4.

Child Protection Block Grant. Other Title IV-B and
[V-E programs—including admunistrative costs. train-
ing, independent living, and faruly preservation and
support—are inciuded in a block grant, with funding as
an entitlement to states beginrung at $2.047 billion in FY
97 and topping off at $2.766 billion in FY 2002. Funding
for Title [V-B part 1, child welfare services, is included
in the block grant. but remains as discretionary funding
(authonzed at $325 muilion), subject to annuai appro-
priations.

State Share for the Chuld Protection Block Grant The
final agreement includes a change from previous dratts
of the legislation with respect to the state share ot the
block grant. The tormula is more spectfic and no longer
uses 1995 as a factor “State share” means the qualitied
child protection expenses of the statedivided by the sum
of the qualified child protection expenses of all of the



stares Under tme revised Ledisiative language. tre term
sudlimed Puld ceotelnon 2xremses means the greater of the
otaiamount ot the average rederal grantamounts ror 1=9 2
193 geg 1294 oo Title 1VAB subrpact 1ochuld wenrace
cermogRs Totie (V-3 subpart IUoramuly creservaton and
caooorn sermoces and ndependent iving: and the average
rederal share or (=920 19930 and 1994 ot 2xpenaitures
witheut r2gard to disputed expenditures for admunistra-
non. trarrung, and statewide mechanwzed data coilection
1ind inrormation svstems as reported on ACF form (V-E-1 2.
“rthe tatal amount tor the programs listed above tor 1994

Medicnd Eligibidity. Unhike previous dratts ot the
corderence agreement. the tinal bill estaolishes Medicaid
2higibihity for individuals receving toster care maunte-
nance and adoption assistance payments. This language is
partot Title [, the Block Grants to the States tor Temporary
Assistance to Needy Farrulies. The bill s silent with respect
to nterstate cases.

Data Reporting and Information Systems. The conter-
ence agreement repeals the current data reporting require-
ments under the Adoption and Foster Care Analysis and
Reporting System (AFCARS) and replaces them with new
data reporting requirements. Furthermore, the bill repeals
the open-ended federal match for child welfare informa-
tion systrms development and operations and includes
funding for systems in the block grant. However, given the
October 1, 1996, effective date, the 75 percent match for
development authorized through FY 96 would remain in
effect untul that date as provided under current law.

Removal of Barmers to [nterethnic Placement. The confer-
ence agreement mawntains the House provision prohibiting
delav or denial of placement on the basis of race, ethrucity,
or national ongin. Although the penalties have been modi-
fied from those of the House bill, a state wouid lose 10
percent of its child protection block grant funds for a
violation.

The Child and Famuly Services Block Grant. This block
grant 1s a modafied version of the Child Abuse Prevention
and Treatment Act (CAPTA) and has simular purposes.
Programs included in the block grant are CAPTA state
grants and research, demonstration, training and techrucal
assistance activities; Comumuruty-Based Famuily Resource
Grants; Adoption Opportunities; the Abandoned Infants
Assistance Act; the Temporary Child Care for Children
with Disabilities and Crisis Nurseries Act; and the famuly
support centers grants under the McKinney Homeless
Assistance Act. The funding for this block grant s discre-
tionarv and is authorized at $230 million. A portion ot the
funding would be reserved for individual grants in re-
search. demonstrations, training, and technucal assistance.

Confidentialitv. The conference agreement contains
language not included in previous drafts ioosening federal

requirements for state certification of confidenuality and
information disclosure, enabling states greater flexibulity
in releasing information to certain entities.

Court [mprovement Program. Unlike previous drafts.
the conference agreement reauthorizes the court improve-

ment orogram estachshed under OSRA & w- -
r2realed under the House tul and crevices =0 =0
1Zreement Jdrarts

For further mnrormaticn, ontace Menssa 2 ia=-
1202) 6820100

1995 NAPCWA Awards Recognize Two
Leaders in Public Child Welfare

Atits Winter 1993 meeting in New Crleans N A0 &
recognized two leaders in pubhic child welfare tor imas
outstanding contributions to the tield of public Jand w- -
fare and on behalf of vulnerable chuldren ana ramunizs

G. Peter Digre, director of the Los Angeies Cour:
Department ot Chuldren and Famuly Services. ~35> 202
sented with NAPCWA's 1995 Award for Exceilence -
Public Chuld Welfare Admunistration in recogrutien or =is
work in developing and supporting polictes and programs
that promote the well-betng of children and their tamiues
[n introducing Dr. Digre, APWA Executive Director >ia
Johnson commended his efforts as instrumental in helping
to shape the national agenda for famuly preservation and
support and cited his role in transformung the Los Angeles
County Department of Children and Famuly Services nto
a model for the innovative delivery of services to chuldren
and their famulies. Dr. Digre serves as an at-large member
of NAPCWA's Executive Comumuttee.

Judith S. Rycus, program director for the Institute tor
Human Services, received NAPCWA's 1995 Award tor
Leadership in Public Chuld Welfare in recogrution ot rer
outstanding leadershup and support of public chuld weitare
agency efforts to support famulies and protect chuidren.
Larry Breitenstein, director of the Westmoreland County
Children’s Bureau in Pennsylvarua and a member ot
NAPCWA's Exec' tve Comumuttee, cited Dr. Rycus work
in developing ana establishing comprehensive, compe-
tency-based inservice training systems, which have laid
the foundation for solid child welfare traiung pracuces
across the nation.

NAPCWA presents these awards each vear The
award for excellence in administration aiternates annuailv -
between a state and a local admurustrator and will Ce
awarded to a state admurustrator i 1996. Nomunaton
forms for both awards are available from NAPCWA by
calling (202) 682-0100.

Forum Summary—*

This issue of Network focuses on presentations made
at NAPCWA's Winter 1995 forum, Managed Care ana Putlic
Child Weifare, heid December 3—4 in New Orleans. La The
forum was dedicated to heiping public child weifare ad-
ministrators determune how they can use managed care o
target services to meet the various needs ot their clients.
share risks with other service providers, estaphsn ind
achueve outcomes, and manage costs.



Manuged Care us We Know [t—The View from
Other Service dSystems and Famulies

\fanaged Zareorrenis used as a ‘catch-ail T phrase 1o
IescriTewideny A0 iNZ Aporoaches to restructuring neatn
172300 otrer 22 ZeUVery systems 1or the SuTose ot
CITIANINE 051> ANGMEroving the quality and avaiiabidity

reemiczs NATCWWA S opening plenary teatured a panei
Jroracresentatives trom the Jhildren s mental health svs-
*2m. felitn care svstem, and tamuhies who described a rew
muodels ot managed heaith and behavioral health care tor
cnildren and tarmuites. This session served as a foundation
ror the remaiwnder of the meeting, which tocused on man-
aZed care wutiatives involving public chuld welfare ser-
SN-TS

Lee Partridge, director of APWA's Health Policy
Unit, whuch starfs the National Association of State Medic-
aid Directors, kicked off the plenary by discussing Medic-
aid managed care. Partridge, former director of the D.C.
Medicaid program, noted that Medicaid managed care s
being used to target resources; lower costs; and improve
beneficiaries’ access to care, providing them with a “med:-
cal home” for heaith services. She then outlined several
elements of Medicaid managed care that have particular
relevance for public chiid welfare administrators who are
considering applying managed care principles to pubiic
child welfare services:

¢ Define whom the managed care program will cover; for
example, Medicaid managed care programs generally
exclude recipients who are eligible due to their need for
long-term care.

* Decide whuch services the agency will exclude from the
program (e g, “carve-outs”).

* Establish prices for services to the various populations
served by public child welfare. Often there is insuifi-
ctent actuanal data to predict costs for children’s ser-
vices. The lack of data is compounded by the various age
ranges of the clients served by the public chiid weifare
svstem. tn general. services for younger children are
more costly in managed health care programs, but in
child welfare. older children may be the more expensive
group tf they need institutional care. Partndge sug-
gested that in setting their goal for managed care out-
comes, public chuld welfare administrators need to de-
termune if and at what point the risk would be limited or
shared with the child welfare agency. Another option
would be to establish a capitated rate for a “famuly
service package” onlv. and other services—like residen-
tial care—would be paid for by the agency in the tradi-
tional manner.

* Make sure that goals are defined in the Request for
Proposais (RFP). For exampie. most state Medicaid
agencies are explicit in that EPSDT requirements must
be included under Medicaid services for children. Some
states also build into their RFPs incentives for serving
certain populations such as start-up money to develop a
provider network in underserved neighborhoods.

e [lantceducatepoth PrOVIZErSANI Ter2r 4l Tl
ing managed care. inciudng pravidirg 2200 0
terms such as "MCO” imanaged care orzanizan -
‘crovider network: ' denufving wihat cmarzs Lol
managed care will mean tor all stakenolders irs -0
1ving beneticiary rights

* The managed care program and the agency must 2~ri7:
lish consumer protections and evaiuaton czoro-
ties, e g . gnevance PFOCE‘SSQS. Jhentsatstaciion 2uy, L
tions. where approval s needea for Zisenrcimerss
certan populations.

¢ The managed care program and the agency must 2sric-
lish a quality assurance mechanism. including zersme
what a planis to accomplish and the agency s menou
oversight.

Partridge concluded by identitving a few lesscrs ima:
Medicaid directors have learmed from implementing Me-
icaid managed care programs around the country o
instance, recent data shows unproved client access to ana
outcomes for managed care programs (e.g , a studyv ot birth
outcomes in Michigan showed a higher rate of healthv
births for mothers enrolled in managed care programs as
compared withtraditional fee-for-service programs). States
with managed care programs have reaiized savings, some-
times quite large. Slow development and implementation
of managed care is superior to fast growth so that admun-
istrators have a firm grasp on what managed care can and
cannot do for their clients. Focus groups show that benen-
ciaries generally like managed care and its provision ot a
“medical home.” Finally, public admurustrators need to
share experiences and information on a regular basis te-
cause the managed care systems are developing so fast.

Colette Croze, heaith care reform project director toc
the National Association of State Mcntal Health Program
Directors, noted that public child weifare admurustrators—
like public mental health providers—are challenged to be
both a purchaser and provider of managed care services.
She then outlined some of the main changes that have
occurred within the public mentai heaith sector as the
result of managed behavioral heaith care, inciuding:

e The development of partnerships between the -ubiic
mental health and Medicaid systems, public mental
health and pnvate providers, and the public and private
sectors; '

* The evolution of contracting methods to include compe-
tition, nsk-sharing, and a focus on accountability.

¢ Expenmentation with service system management. in-
cluding the development of provider networks to otter
economy-of-scale management:

¢ The enhancement of a provider base, with a focus on
choice, access, and the creation of networks:

¢ Enhanced definitions of eligibility, with stricter clinical
critena defining eligibility standards,

¢ The development and utilization of evaluation criter:a
including outcomes and consumer opinion surveys



Craze also mizhlighted characteristics ot ertective
managed mental heaith care She cegan ov addressing the
zle tnat the mentai neaith svstem ;ﬁlavs.m dE\'e!OC‘li".E a
Tandged Care sen o2 svstem.

o Mental beaith excerts design the svstem to achieve trerr
dentified dutgames Oy deiiming what thev want from
Tanaged care

+ Tre mental health svstem purchases services through 2
curchasing cooperanve or a single-procurement process;

* Purchasing specifications and financial obiectives are
cleartoboth the mental health svstem (as purchaser) and
the managed care system (as provider);

* Bureaucratic requirements that have no relationstup to
quality or producing positive outcomes are eiumninated:

* The mental health svstem sumplifies and streamiines
adrrurustration to maxirruze service dollars;

¢ The mental heaith system employs reasonable risk-
sharing arrangements with incentives for performance
and cost contairument;

+ Competitive procurement opportunities are offered to
encourage innovation.

Likew:se, the role of the managed care provider in
offening etfective managed care services:

o Uses industry expertise to define how those outcomes
can best be achieved through managed care:

o Coordinates mentai heaith, health, and substance abuse
services, often offering a single access point through
which consumers can access any and all services; and

» Enhances value-added functons throughout the system.

Trina Osher, director of the Farmuly Leadership Lrutia-
tive for the Federation of Farrulies for Children’s Mental
Health, spoke about the importance of involving famulies in
desigrung a managed care system that will address the
needs of—and facilitate positive outcomes for—their mem-
bers. The federation’s interest in managed care began with
discussions about how health care reform wouid have an
impact on children with special needs. Although federal
heaith care reform did not come to pass, family members
continued to participate in a dialogue about managed
behavioral health care, with specific regard to its potential
etfect on famuly-based systems of care for children with
mental health needs. As a resuit of these discussions, the
federation created Principles of Famuly [noolvement in the
Development and Operation of Managed Health and Mental
Health Care Systems for Children and Youth that outlines the
role of families in managed care. The principles fail under
policy issues, service-related issues, and financial consid-
erations. Some of the main principles include:

o Famuly members must be part of the decision-making
team responsible for managed care system develop-
ment.

e Famulies need to be involved in the evaluation and
assessment of the managed care system.

» Managed :are systems must be consistent with the
principles of systems of care, which articulate the need

for interagency collaboration and the reanicr Lty
tnuum ot care.

e Tamulies must have a detunitive rote inthe 2en = o=
ot their child's care plan and service needs

¢ Managed care sVStems MUSt SUPPOM Wraparouns =77
sipies and cover nontraditional services Jesigmel 7
delivered through this approach

¢ The managed care organuzation should rewnvest oo
savings i children s mental heaith services

¢ Managed care systems need to ensure that ramuies 2.

not bear financ:al nsk.

Osher emphasized that while tarrulies nesd oucis
agencies to build an etfective svstem of care. the ag2nc:=s
also need farrulies to provide advice about their needs ar
to serve as a conduit regarding the impact of senvices =~
their members. She closed by urging public child weitare
admurustrators to design managed care service svstems 1s
if they would be serving their own children. Copies ot the
complete Principles are available from the federanon dv
calling (703) 684-7710.

Managing Managed Care—
The Public Child Welfare Perspective

Charlotte McCullough, director of planning man-
aged care, and privatzation for the Child Weifare League
of America, addressed the function that managed care can
play in public child weifare. She began by noting that
managed care can affect child welfare either by managed
care orgaruzations securing funds to deliver primarv and
behavioral heaith services to chuldren and famrulies served
by child welfare agencies, or child welfare agencies adopt-
ing managed care models for funding and delivenng van-
ous child welfare services. [n either case, due to the high
percentage of states that have developed Medicaid man-
aged health and behavioral health care. McCullough ob-
served that the high incidence of senous heaith and behav-
ioral heaith problems among the children in out-of-home
care in the United States will mean that “current managed
care plans will dramaucally affect the prumary and behav-
1oral heaith of these chuldren.”

Indeed, a growing trend among public child weitare
agercies is to render traditionai chuld welfare services
reimbursable through Medicaid. McCullough noted thata
recent CWLA survey of public chuld welfare agencies
found that in most jurisdictions some services tor chuld
welfare populations are now funded wholly or in part bv
Medicaid. Eighty-eight percent of survey respondents said
that their states are exploring managed care options for
child welfare services. And over 80 percent of survev
respondents believed that managed care approaches 1o
child welfare delivery systems will be more likely under 3
block grant.

McCullough outlined a few reasons thatchuld weifare
agencies are considenng managed care. First. there have
been histoncal incentives to provide as many units of
services as will be reumbursed. [n addition. reimburse-



Tents 120 More 2xIensive Ing restrictive services are
hizner. alowing ror greater operanng margins Jubhic
cniid weltare agencies want to more c‘learl_v detine out-
James of service deliverv Thev also want to compile or
snnance =2valuation ind Jdocumentation Jdata And toth
rzderal and state Zovermments are pusfung [of more ac-
cruntacte  costefractive senvices Managed care, there-
Tare L5 AUractive teluse (tis percerved as reducing costs.
or 3t least the rate ot (23t INCreases. improving access 1o
zare in underserved areas. improving the quality ot care
through standardized oversight: and increasing the rocus
on preventive care and “wellness” rather than on crisis-
Jdriven trearment.

McCullough defined managed care as a “powerful
set of tools that can dramatically and quickly impact a
service delivery svstem.” Managed care aims to tmprove
access, quality, and outcomes for children and famuiies.
McCullough observed that these values are consistent with
the core values of the chuld welfare system. The potential
benefits of a managed care system are providing eligible
persons with the services they need, when they need them.
in the right amounts.

In contrast, the current fee-for-service system em-
ployed by public child welfare agencies with their service
partners offers little incentive to change. A managed care
environment, on the other hand, emphasizes continual
improvements. For example. best practice standards can
be spelled out in the contract for the managed care provider
to operationalize. Risks are shared among stakeholders, so
there 18 less likely to be disagreement on who is responsibie
for what costs or services. Services are accessed through a
single point of entry, which allows for greater accountabil-
ity and improved access to services.

McCullough outlined the essential features of effec-
tive managed care systems, including access and appropri-
ateness, accountability and quality of providers, and posi-
tive client outcomes. The main principies for child weifare

managed care—as defined by CWLA's National Advisory .

Comumuttee on Managed Care—are to ensure access to
high-quality services that achieve permanency for chuldren
in the most cost-effective manner.

McCullough identified key elements that need to be
in place in order for a public child welfare agency to
successfully convert services to amanaged care model. The
two primary elements include adequate funds that follow
the clirucal needs of individual ctuldren and families, and
a full array of services and care. In addition, the system
must be designed and priced with client outcomes and
program goals in mund. The agency must establish consis-
tent clinical and procedural protocols to ensure accurate
initial assessments. gatekeeping, and better utilization
management. The agency and providers must collaborate
to build and maintain qualified provider networks. Qual-
itv-focused utilization management processes must be
developed to assist providers in offenng services and
achieving optimal performance on behalf of the children
and families they serve. Management information tech-
nologies must be developed and used to drive continuous

Juality Umprovement and frack e$3enal st 2 am 2 o
Information. Service outcomes and Hrarcial 10 wrnes
ity must be linked. And consumers Must farnc.oaf2 = 7
ongoing design and evaluation ot the svstem

McCuilough noted that CWLA continues 12~ oo
with the institute tor Human Services Management. .20
provide institutes and other trairung and recinicas 1ad.s
tance activities regarding managed Jare to futig 1rd
private child welfare agencies The offer speciric inrorma
tion that addresses desiZrung a managed care svstem e
sharing arrangements, utilization management ard J2di
ity umprovement svstems, agency seil-assessment. ar:
management wnformation systems. [n addition. LA 5
workung with other chuld welfare advocacy arganiuzatens
to publish a newsletter on managed child weifare

McCullough concluded by sumumarnzing three ma:n
steps that public child welfare agencies need to take *2
develop their own managed care systems First. they must
collaborate with all other stakeholders to develop a reason-
able plan of action based on a realistic assessment ot the
current delivery system. Next. they must deterrune the
costs of shufting to a managed care system and ensure the
availability of funds. Finally, public child welfare agencies
must gradually implement change in order to easure that
the safety of children and famulies is mairtaned and
protected; the provider comumuruty continues to be stable
as changes to the service delivery system are introduced:
lessons from other systems that have shufted to managed
care are incorporated into the process; and both the public
and private sectors have the knowledge, skills. and tech-
nologies to succeed.

Dorothy Webman, consulting director for Program
Development at the National Resource Center tor Perma-
nency Planrung, addressed national trends in the public
child welfare sector that support the use of managed care
as a strategic management tool. [n establishing the context
for using managed care in the public chuld welfare arena.
Webman first noted that managed care is linked to systems
reform, and public chuld welfare is uruquely situated—
with both internal and external support for reform ot its
programs and services—to take advantage of managed
care as a tool for managing systems change. Human service
systems reform s driven, \n part, by an attempt to manage
the numerous environmental stresses that are unpacting
contemporary fanulies and, indirectly, the chid welfare
system. Citing James Garbarino’s “socially toxic environ-
ment,” Webman noted that the public ctuid welfare svstem
is increasingly challenged to address larger social and
political issues—ranging from poverty, poor access to
health care, homelessness, HIV/AIDS, and domestic and
other forms of violence—that result in muitiple client
needs. As a result, public child weifare 1s working 1o
develop and use a comprehensive, multiple-service svstem
to address the needs of vulnerable children and farmmulies

The public chuld welfare system's efforts to address
these needs are supported by federal- and state-initiated
legtslation designed to support reform of the chuld weltare



c.alem Lmoemen’atian Of the Famuly Presemvation and
Timils Support Yervides ACt strong use ot tederal tunding
ot autcmared chuid welrare intormation svstems. a re-
Tewedinterastin fermanency planming ror chiidren. acpir-
atens ror Cote vz and (Vo3 wavers. and planning ror
TLOCR SrANts are aCnvItes tnat support chuld weitare re-

‘nothis Jontext n2n. ife main reasons that public
cnind weirare admunistracors are looking to managed care
ire to increase Client Access 1O serViCes. IMprove service
Juainey . contain costs. and denuty programs or service
models that work One ot the maun challenges to develop-
':ng a managed care approach to managing public child
welfare services. however. 1s anticipating the compound
needs of the child welfare population and estuinating the
actuarial costs for addressing those needs.

[n order to contront thus challenge, public child wei-
tare admurustrators must address some fundamental ques-
tions: Who are the main stakeholders in a managed public
child welfare service svstem. and is the public chuld weitare
agency willing and ready to work with them? Which of
those stakeholders has the capital necessary to develop
managed public child welfare services? Are those stake-
holders willing to participate? What do they want in ex-
change for their nvestment? Webman especially encour-
aged public child welfare administrators to develop reia-
tonstups with new, nontraditional partners such as the
managed care industry, business, computer and software
comparues, consultants, researchers, lawyers, and accoun-
tants so that these entities can provide the public sector
with needed data that 1t currently lacks. In so downg,
however, the pubiic child welfare admirustrator must be
clear that her or his role 1s to establish the goals and
outcomes for managed care services and to define the
consumer of those services. This action in turn wiil dnve
the decisions of the other stakeholders, including how
much risk they are willing to accept in providing services
and the necessary financial base to support such programs.
Webman ended by encouraging public child welfare ad-
murustrators to 1dentify existing actuarial information to
help establish target populations and costs; NAPCWA
might help by requesting aggregate data on chuldren and
farrulies from managed care organizations already serving
this population.

Block Grants, Blended Funding,
and Managed Care for Children

Dr. Robert F. Cole, director of the National Resource
Network for Children and Farruly Mental Health Services
at the Washington Business Group on Health, addressed
the need for human service agencies to work together in
developing a comprehensive system of care for children
with multiple service needs. with an emphasis on how
managed care can be used by all service partners to idenufy
and manage service provision for the benefit of all. To
illustrate hus pownt, Cole discussed the resuits of a few pilot
Systems of Care initiatives—funded by the Robert Wood

‘ohnson roundation—rrat used managey ~372 . " I9T -
in Jelivering comprenensive services 1o iri.2r20 o~ 07
severe emotional disorders and their tammuites

in Oregon. the state developed a parmersnic o~ 07
Multnomah County iwhere Portland 1s focated) witn a7
understanding that the locality would develop a Zeu~-
2rvsysteminvolving allthe agencies providung cnndren »
mental health services For each of the five »24r5 .7
which the pilot took piace. the county pocied iose 2
51 300.000 1n public agency tunds rrom cruid ~eitare.
children’s mental heaith. spectal education. ana iuv ez
justice and leveraged it through the state Medica:2
system to obtain tederal matchung tuncs Then the state
Medicaid agency used the runds to contract «~uth the
Parmers Project, which provided a capitated rate t
$1,600 per client per month, targeting cruldren wno
were at-risk for placement in residential trearment ser-
vices, inpatient care, or other specialized mental heaith
services. The Partners Project operated out ot the county
chuldren’s mental heaith agency and was coordinated by
caseworkers who each were responsible for 20 famuly
cases. Based on famuly assessments performed by the
caseworkers, a service plan was developed that autho-
rized expenditures for a vanety of services, ncluding
fammuly support services that would not be deemed
medically necessary according to traditional Medicaid -
rules. At its three-year audit, the Partners Project was
operating under budget and dramancally reduced use
of more expensive, intrusive services by the target popu-
ladon. Cole noted the Partners Project was considered to
be a managed care pilot, and throughout the umpiemen-
tation of the program, the project began to more cleariv
define itself as such: the county agencies that provided
the fund pool and the state Medicaid agency became the
“governance authority” overseeing the system of care,
and the children’s mental heaith agency that developed
the family case plan that aiso authonzed services be-
came the “care management entity.”

In Dane County, Wisconsin, the county mental
health system received a grant for a standard services
contract to provide intensive, 24-hour crnisis services,
intensive case management. and a day treatment pro-
gram. The county also had an agreement with the state
Medicaid agency that any savings the program reaiwzed
from diverting children into less costly hospitalizations
could be reinvested into flexible, wraparound services
for the target population. [n the first year the program
cut expenditures almost by half and elimunated almost
all referrals to the state hospital. One challenge to the
program came from provider agencies that provided
standard per-diem services to children with severe
emotional disorders. in ordes to address ihe providers
concerns and to provide an incentive to serve popula-
tions for whom there were limited resources, the county
set aside some of the money it saved from hospitaiiza-
tions and residential piacement to develop a three-way
contract between the county, state Medicaid agency,
and a not-for-profit managed care entity. This contract



fricwed rop tne Jeveieoment ot a crererred oravider 0
o model wnere provider agencies could sign on el serve
;2310 copulations 1O a Capitated rate Ot 33300 per tiient
ce2r month The providers also agreed to devercr and
manags 1 Case oian for these clients that served as tne
JLINATIZINE SoCnment [Or expenditures Cole 2lso noted
shacthe iuveniie courts tecame croponents ot this program
~eCiygse tney had ine 2ooCriuniv i review and ensuré that
s1se DLANS were reanstid. tne Coumns aiso could disenroll
crildrenar they were not in agreement.

'n Cambridge. Massachusetts. the state s planning a
‘sarve-n” model with a risk adjustment to the heaith plan
tor children with high-level special needs. The mental
heaith. child welfare. special education. and juvenile jus-
nice svstems will identify the target populationand pool the
funds they would spend on them. This rund becomes the
risk adjustment to the Medicaid premium. The integrated
fund 1s monitored bv a steenng comuruttee composed of
representatives from each of the referring state agencies.
The HMO recetves the risk-adjusted capitated rate for each
child it serves so that it has an incentive to serve even the
most difficult cases, including children at risk of residential
placement. The HMO develops a special system of care for
these intensive care cases; it also provides a care coordina-
tor who o1 garuzes a care team that develops individual
case plans fo: each child and its famruly. The care plan
authorwzes flexible, individualized services and mobilizes
the provider network. [t also serves as the common plan of
care for all agencies, lists goals and expected outcomes, and
authorizes expenditures.

Through these pilot programs, the Washington Busi-
ness Group on Health learned that approximately 2 per-
cent of the entire eligible population will use 87 percent of
the pooled resource money. Rather than dividing limuted
public funds among a number of agencies so that no one has
enough to provide adequate services, decategorized fund-
ing provided through an integrated service system best
orgaruzes services for hardest-to-serve children, while sail
ensunng that flexible services exist for the remairung clients.

Cole observed that block grants, while threatening in
many respects to some human service administrators. offer
new opportunities for human service agencies that have
begun applying managed care corcepts to their own ser-
vice delivery systems. The federal impetus to provide
decategonzed funds to states and localities will best be met
with human service svstems that have a strategy for target-
ing resources where they are most needed.

(n order to help public child welfare admunistrators
use managed care as a tool in preparing for block grants,
Cole stressed the need to incorporate the following ele-
ments into the agencv's own service delivery structure.

Accountabulity: The human service agency will do well
to establish itself as a health and welfare authorntv that
comumussions an independent heaith care purchasing spon-
sor to oversee quality of care and the correct use of public
funds. The purchasing sponsor probably would not be a
governmental body and would operate as an active pur-
chaser in the heaith care market along with other employer-

Surchasers The purcnasing sgonssr s tn D T
cary respensibdity o sotan sage 20 T T2
Jollars it spends on behalf of puphic Teneniiiar=s t
sents Cole noted that the ccrporate sector 722l o7
foundation for Aczountability to held heath -ars
countabletothetrempiovees whousetheplans A -uri=as
(g sponsor representing pubhic tenericiaries » Ju. 2 Tat.-
railv ally with their Zltents in creating 3 Jorsumer ras
zaton to provide feedback on services they race 2

Outzomes Public human semvicz authonmes ~mol -
establish the cutcomes that they 2xpert managsd far2 =
achieve for thetr clients Comumussion purchasing so0rs os
are responsible for buving these cutcomes. and s Jo *»
the managed care company to Jetermine :n a Jome=tt 2
market the best manner to achieve those outs xmes

Management: A sophusticated purchasing sporsars .
make substantial demands on health provider crzanua-
tions and plans wn order to establish quality fire ana
effective outcomes. Typically, emplover purchasers ana
purchasing coalitions will demand that plans meet certain
performance standards to qualify to be offered to emplov-
ees. Over time, as provider organizations develop pertor-
mance reporting capacity, quality standards are retined
and improved. Managed care that is aggressivelv pur-
chased has substantially unproved health care”

Four States Discuss Managed
Public Child Welfare [nitiatives

Four public child welfare and human service admun-
istrators presented their state’s expenences with managed
care and child welfare at NAPCWA'’s December forum. A
synopsis of each state’s managed care program s provided
below.

New Yotk

Fred Wulczyn, director of the Office of Managed
Care for the New York State Department of Social Services.
described the HomeRebuilders program in New York
State. HomeRebuilders is a public/pnvate partmersnip
involving the New York State Department of Social Ser-
vices, local social service districts, and voluntary ctuld care
agencies. The state implemented legislation that allowed
the department to otfer a capitated rate to agencies under
which they can offer flexible. noncategoncal. wraparound
services tailored to each family’s needs. The capitated rate
was established by determining the average numper ot
days that identified groups of chuldren required out-ot-
home services; the agencies are then paid a set rate based
on that average. The focus of the services is on better care
management through targeting treatment, therapeutic. and
adrrurustranve resources to an identified group ot chuldren.

Currently six voluntary agenctes under contract o
the New York City Child Welfare Admunstration  CV Al
offer the HomeRebuilders program. [n addition to tlevicle
funds, the agencies receive enhanced case management
services from the Office of Case Management (OCM) and
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Qhig

[saac Palmer, deputv director of the Office of Child
Care and Famuly Services tor the Ohluo Department ot
Human Services. discussed Ohio s managed care pilots [n
Ohio. six counties are experimenting with managed care in
order to contain placement costs, increase placement op-
tions, establish good practice outcomes. and share respon-
sibility for service delivery and outcomes. All public agen-
cles that serve children—particularty those providing men-
tal heaith. substance abuse, mental retardation, public
health. education. and juvenile court services—are in-
volved in planning each county’'s managed care contract. A
county may choose to contract with a single private pro-
vider agency, a consortium of private agencies, a large
behavioral health provider. or another county. [n tum,
managed care providers must offer a full array of place-
ment resources, including regular foster care, residential,
and day treatment options; an adequate number of foster
care resou-7es; a management information system. and
access to otner public clinical services provided by staff
{with credentials issued by the state’s mental health and
drug and alcohol agencies) to provide the full range of
interventnns necessary per placement enisode.

Eaci. Ohio county undertaking ma.uged child wel-
fare services is responsible for defining outcomes and
values to be included in its managed care contracts. Palmer
provided some examples of values that should be guaran-
teed in such a contract, including assurance of neighbor-
hood-based foster homes, group sibling placement, asingle
placement per child, family involvement in treatment set-
vices, and cultural responsiveness. In addition. the county
retains the right to establish and maintain policies govemn-
ing which clients are to be served and when they are
returmed home. monitoring the quality of programs, and
providing opportunities for client participation in policy-
making and quality morutonng. [n addition, the basic
elements tn the counties’ managed care contracts include
utilization management controls. which discrete popula-
tions will be served, price management such as a per—case
rate or capitation. singte point of entry or reterral, assump-
tion of full or parmal risk. statement of practice values.
credentiailed access to other public programs, and a dem-
onstration of provider capacity. Palmer noted that the
bottom line for managed public child welfare is to ensure
that a child’s safety and protection needs are met, com-
pared to managed medical care, which seeks to maintain

~<n ces unal the client s medicat Jinaeiir  s~o -
Because Qhiosacountv-adminsiera1 112 "=
cuclic cniid weltare agency assists the counties o o7
.~ 3 rull range ot technical assistance. 3 zoner - at2 T
Jged Jare <ontract ror them to tanor o tner
25SISLANCe 1N eVvaILatiNg JONIractor CrOpesdis 4n s o=
24a.< on what other counties ind states ire Ixr-g . o°
managed care Pialmer noted thatmany arthe count.2s 1m o
have undertaken managed care o Qhio ndve 2aa0-
SIZTUIICANE COSt savings as weil He autioned. ©iwen s
that managed care works best tor those counties exgrerer:
ing increased placement costs. an inadequdte numzer
toster homes, a lugh number of chudren tnapecrooriare:
placed tn the most restrictive settings, ndreiswa f.sil 2.
caseloads. and pressure trom the judiciai svstem a 2oo-
trast. managed care may not work as weil tor "nose Lours
ties where these demographic trends are not taking o i

A DT

[owa

Charles M. Palmer, director of the [owa Department
of Human Services. outlined systems of managea care that
have an impact on chuldren n the [owa chuld weitare
system. Children served through the lowa Depatment or
Human Services mav receive services through five ditfer-
ent programs, all of which provide a review or authonza-
tion function.

¢ HMOs that provide a voluntary option for people wno
are Medicaid-eligible through the Famuly [nvestment
Program (FIP), lowa’s welfare reform initianve. [mple-
mented in October 1993, the FIP provides a needs assess-
ment for clients who receive AFDC. Based on this needs
assessment, individual clients enter into a contract with
the state agency that specifies their plan tor achueving
self-sufficiency.

¢ MediPASS, the state’s prumary care physician case man-
agement program, which is an option for FIP and FIP-
related Medicaid recipients who are not served by HMOs.

¢ lowa Managed Substance Abuse Care Plan, througn
which substance abuse services are provided for almost
allMedicaid recipients, including those enrolied in HMOs
and MediPASS.

¢ Mental Health Access Plan, a managed care program
that provides mental health services to almost all Med-
icaid recipients, except those enrolled in HMOs.

¢ Rehabilitation, Treatment, and Support Services—aciinu-
cal authorization process for the treatment component
of services included within the chuld welfare svstem.
Services are provided regardless of the child’s Medicaid
eligibility.

Responsibility to coordinate service Q&livery agicss
systems rests with the child’s caseworker as well a5 wutn
those persons within each entity who review,authorize
services.

Palmer noted that staff were resistant to managed
care because they teared their new case management re-



-Consituities A 0und frevent tnem trem provlami er-
.85 A3 Q resuit. the state iost some ot its clinmicians T he
state then rilled those vacated positions with additicnal
:niid crotection statt and ailowed the managed care pro-
Li2ers 10 take on more Chrucal services

?ilmer 2ncourazed fuman service admunistrators
~ N0 were considerning managed care to define the zoals
ind tne vision tor 3 Managed care svstem. the po&u at
~tuch tne agency will ~um over service delivery to man-
1zed care providers. wnere risk is to be shared tincluding
specirving in the contract that the provider cannot "dump -'
harder cases), and to communicate and publicize the sturt
'o managed care among statf and the puolic.

\West Virgnia

Sue Sergi, commussioner of the Bureau tor Cruldren
and Farrulies for the West Virqunia Department ot Heaith
ind Human Resources. discussed the state's ettorts to
implement managed child welfare. The department 1s
responsible for meeung the health, safetv, and treatment
needs of eligible chuldren and famulies who are involved in
the chuld weifare, juverule justice, and chuldren's mental
heaith systems. Currently the deparunent directly pro-
vides chuld protective services, foster care, and adoption
services for chuldren and contracts with pnvate providers
for the delivery of behavioral health and rehabilitative
services, including famuly preservatnon. treatment foster
care, cnisis sheiters, group care, and residential treatment.
The departmment is now seeking approval from the Heaith
Care Financing Adrurustranon (HCFA) fora 1951(b) waiver,
whuch would allow the state to contract with a singie
managed care orgaruzation (MCO) to assist in the adoun-
istration, coordination, and delivery of all behaviorai health
and rehabilitative services statewide, as well as foster care,
adoption. and juverule services.

West Virgirua's goal for the managed care process is
to actueve sigruficant umprovement in at least the following
four key areas: to better align the service delivery system
and fiscal incentives with the state’s guiding vaiues; to
improve access to a more balanced array of commuruty-
based. family-focused services designed to meet the indi-
vidual behavioral health and rehabilitation needs of chul-
dren and farrulies statewide; to umprove quality, outcomes,
and consumer satisfaction for all behavioral heaith services
provided through a balanced system of care; and to \m-
prove cost control. assunng that consumers receive the
least costly and least restrictive services necessary to ap-
propnately and sutficiently address their idenufied safety,
behavioral heaith. and rehabilitation needs.

A vanety of etforts have been unitiated to facilitate the
development and implementation of the managed behav-
ioral health/health care welfare program: a steering com-
muttee was tormed. consisting of key staff from the bureaus
for Public Health, Children and Families, Communuty
Support, and Medical Services (Medicaid); managed care
and chuld we'fare consultants were engaged to provide
technical assistance; a 1915(b) waiver request was submut-

! Comings and Goings

"
y Jan Cooper has lett APV A to provide wnnrorma-
10N management and consuiting n New Hampsnice
i1 Cooper was a sentor poiiCy anaivst inthe Famuiy 1 -
i1 Cruld Welfare Division ot APWA, where she concen-
trated on famuly preservation and famuiv suppor
services, Lnrormation svstems. and miV. AIDS pre-
“enton among at-risk vouth.

Ken Patterson has been appownted aam:nistra-
tor of the Division ot Children and Famuly Services
for the Nevada Department ot Human Resources
Patterson recently completed a vear-iong reillowsn:z
with the Annie E. Casev Foundation. {Patterson is tne
|| former director of the Bureau ot Chuldren s Services
for the [daho Department ot Health and Weitare

Rose Alma Senatore has joined Network Sx.
[nc.. a computer systems firm serving govermment
human service agencies, as a special child weifare
program consultant. Prior to jouung Network Sux.
Senatore was comurussioner for the Connecticut De-
partment of Children and Famulies.

ted to HCFA; numerous provider/consumer task tears
were created to develop MCO system standards for mem-
cal necessity, utilization review, level of care cnitena. pro-
vider qualifications, grievance procedures, MCO statf o=
dentials, client outcome measures, and system perror
mance indicators; an additional team was formed to exa>-
ne and define new roies, responsibilities, and gate-keepmr
functions of department and MCO staff regarding coux
welfare services; and a broad-based managed care acv+
sory council was established. consisting of 35 represenma-
tives from all consumer and provider groups statewxae
who offer recommendations and feedback to the depaur-
ment regarding all managed care 1ssues and decisions.

Additional tasks are also being addressed in order =
the managed care process to succeed: answers to umroe
mentation questions from HCFA are being preparea =
submussion in order to receive waiver approval; a reques
for proposal (RFP) is being finalized to distnbute to -
ding MCOs once waiver approvai is aclueved: as partor ==
waiver and RFP process, actuarial data and analysts are
being prepared by contracted consuitants, who aiso wiL
assist the department in choosing a single MCO ana =
negotiating their contract. A phase-in schedule for mam-
aged care must also be developed and unplemented, w
concurrent reorgaruzation of the department; and the ="
formance of the MCO must be monitored, measured. a2
adjusted as necessary to improve the overall system
care. In addition. if Medicaid reimbursement s restru
tured into federal block grants, necessary adjustments :
the state plan and the managed care program will have-:
be made.



Managed Care Glossary

Administrative Costs
Costs related to utilization review, insurance marketing, medical underwriting.
agents’ commussions. premium collection. claims processing. insurer profit. quality
assurance programs. and risk management.

Adverse Selection
Among applicants for a given group or individual program. the tendency for those
with an impaired health status. or who are prone to higher than average utilization
of benefits. to be enrolled in disproportionate numbers and lower deductible plans.

Agency for Health Care Policy and Research (AHCPR)
The agency of the Public Health Service responsible for enhancing the quality.
appropriateness and effectiveness of health care services.

Ambulatory Care
Health care services provided on an outpatient basis. No overnight stay in a hospital
1s required. The services of ambulatory care centers. hospital outpatient
departments, physicians' offices and home health care services fall under this
heading.

Beneficiary
Individual who is either using or eligible to use insurance benefits. including health
insurance benefits. under an insurance contract.

Benefit Payment Schedule
List of amounts an insurance plan will pay for covered health care services.

Capitation
A payment system whereby managed care plans pay health care providers a fixed
amount to care for a patient over a given period. Providers are not reimbursed for
services that exceed the allotted amount. The rate may be fixed for all members or it
can be adjusted for the age and gender of the member, based on actuarial projections
ot medical utilization.

Case Management
The process by which all health-related matters of a case are managed by a
physician or nurse or designated health professional. Physician case managers
coordinate designated components of health care, such as appropriate referral to
consultants, specialists, hospitals, ancillary providers and services. Case
management is intended to ensure continuity of services and accessibility to
overcome rigidity, fragmented services, and the misutilization of facilities and
resources. It also attempts to match the appropriate intensity of services with the
patient's needs over time.

Claims Review
The method by which an enrollee's health care service claims are reviewed prior to
reimbursement. The purpose is to validate the medical necessity of the provided
services and to be sure the cost of the service is not excessive.



Closed Panel
Medical services are delivered in the HMO-owned health center or satellite clinic by
physicians who belong to a specially formed. but legally separate. medical group
that only serves the HMO. This term usually refers to a group or staff HMO models.

Coinsurance
A cost-sharing requirement under a health insurance policy which provides that the
insured will ussume a portion or percentage of the costs of covered services. After
the deductible is paid. this provision forces the subscriber to pay for a certain
percentage of any remaining medical bills. usually 20 percent.

Community Rating
Setting insurance rates based on the average cost of providing health services to all
people in a geographic area, without adjusting for each individual's medical history
or likelihood of using medical services.

Concurrent Review
Review of a procedure or hospital admission done by a health care protessional
(usually a nurse) other than the one providing the care.

Coordination of Benefits (COB)
Provisions and procedures used by third-party payers to determine the amount
payable to each payer when a claimant is covered under two or more group health
plans.

Co-payment
A type of cost-sharing which requires the insured or subscriber to pay a specified
flat dollar amount, usually on a per unit of service basis, with the third party payer
reimbursing some portion of remaining charges.

Cost Sharing
The general set of financing arrangements whereby the consumer must pay out-of-
pocket to receive care, either at the time of initiating care, or during the provision of
health care services, or both. Cost sharing can also occur when an insured pays a
portion of the monthly premium for health care insurance.

Cost Shifting
Charging one group of patients more in order to make up for underpayment by
others. Most commonly, charging some privately insured patients more in order to
make up for underpayment by Medicaid or Medicare.

Credentialling
The process of reviewing a practitioners credentials, 1.e., training, experience, or
demonstrated ability, for the purpose of determining if criteria for clinical
privileging are met.

Deductible
The out-of-pocket expenses that must be borne by an insurance subscriber before
the insurer will begin reimbursing the subscriber for additional expenses.

Diagnosis-related groups (DRG)
A system used by Medicare and other insurers to classify illnesses according to
diagnosis and treatment. All Medicare inpatient hospital operating costs are
determined in advance and paid on a per-case basis, according to fixed amount or
weight established for each DRG.



Early and Periodic Screening, Diagnosis, and Treatment (EPSDT)
EPSDT program covers screening and diagnostic services to determine phvsical or
mental defects in recipients under age 21, as well as health care and other measures
to correct or ameliorate any defects and chronic conditions discovered.

Employvee Retirement Income Security Act (ERISA)
ERISA exempts self-insured health plans from state laws governing health
insurance. including contribution to risk pools, prohibitions against disease
discrimination and other state health reforms.

Exclusions
Clauses in an insurance contract that deny coverage for select individuals. groups.
locations. properties or risks.

Exclusive Provider Organization (EPO)
A managed care organization that is organized similarly to PPOs in that physicians
do not receive capitated payments. but that only allows patients to choose medical
care from network providers. If a patient elects to seek care outside of the network.
then he or she will not be reimbursed for the cost of the treatment.

Exclusivity Clause
A part of a contract which prohibits physicians from contracting with more than one
managed care organization (HMO, PPO, IPA, etc.)

Experience Rating
A system where an insurance company evaluates the risk of an individual or group
by looking at the applicant's health history.

Federally Qualified HMOs
HMOs that meet certain federally stipulated provisions aimed at protecting
consumers, e.g., providing a broad range of basic health services, assuring financial
solvency, and monitoring the quality of care. HMOs must apply to the federal
government for qualification. The process is administered by the Health Care
Financing Administration (HCFA), Department of Health and Human Services
(DHHS).

Fee Disclosure
Physicians and caregivers discussing their charges with patients prior to treatment.

Fee-for-service
The traditional payment method whereby patients pay doctors, hospitals, and other
providers for services rendered and then bill private insurers or the government.

Fee Schedule
A comprehensive listing of fees used by either a health care plan or the government
to reimburse physicians and/or other providers on a fee-for-service basis.

Fiscal Intermediary
The agent (e.g., Blue Cross) that has contracted with providers of service to process
claims for reimbursement under health care coverage. In addition to handling
financial matters, it may perform other functions such as providing consultative
services or serving as a center for communication with providers and making audits
of providers' needs.



Formulary
A list of selected pharmaceuticals and their appropriate dosages telt to be the most
usetul and cost etfective for patient care. Organizations often develop a formulary
under the aegts of a pharmacy and therapeutics committee. In HMOs. phyvsictans are
often required to prescribe from the formulary.

Gatekeeper
A primary care physician responsible for overseeing and coordinating all aspects ot
a patient’s medical care. In order for a patient to recetve a specialty care referral or
hospital admission. the gatekeeper must preauthorize the visit. unless there is an
emergency.

Group Insurance
Any insurance policy or health services contract by which groups of emplovees (and
often their dependents) are covered under a single policy or contract. issued by their
employer or other group entity.

Group Model HMO
An HMO that contracts with a multi-specialty medical group to provide care for
HMO members: members are required to receive medical care from a physician
within the group unless a referral is made outside the network.

Inpatient Services
Inpatient hospital services are items and services furnished to an inpatient of a
hospital by the hospital, including bed and board. nursing and related services.
diagnostic and therapeutic services, and medical or surgical services.

Health Maintenance Organization (HMO)
HMOs offer prepaid. comprehensive health coverage for both hospital and
physician services. An HMO contracts with health care providers, e.g, physicians,
hospitals, and other health professionals, and members are required to use
participating providers for all health services. Members are enrolled for a specified
period of time. Model types include staff. group practice, network and IPA (for
additional information, see staff, group, network and [PA model definitions)

Health Plan Employer Data and Information Set (HEDIS)
A set of performance measures designed to standardize the way health plans report
data to employers. HEDIS currently measures five major areas of health plan
performance: quality. access and patient satisfaction, membership and utilization,
finance. and descriptive information on health plan management.

Hold Harmless Clause
A clause frequently found in managed care contracts whereby the HMO and the
physician hold each other not liable for malpractice or corporate malfeasance if
either of the parties is found to be liable. Many insurance carriers exclude this type
of liability from coverage. It may also refer to language that prohibits the provider
from billing patients if their managed care company becomes insolvent. State and
federal regulations may require this language.

Indemnify
To make good a loss.



Independent Practice Association (IPA)
A health maintenance orgamzation delivery model in which the HMO contracts
with a physician organization, which, in turn, contracts with individual physicians.
The [PA physicians practice in their own offices and continue to see fee-for-service
patients. The HMO reimburses the [PA on a capitated basis; however, the IPA
usually reimburses the physicians on a fee-for-service basis. This tvpe of svstem
combines prepayment with the traditional means of delivering health care.

Maunaged Care
A general term for organizing doctors, hospitals. and other providers into groups in
order to enhance the quality and cost-effectiveness of health care. Managed Care
Organizations include HMOs, PPOs, POSs, EPOs. etc.

Market Share
That part of the market potential that a managed care company has captured: usually
market share 1s expressed as a percentage of the market potential.

Medical Group Practice
The American Group Practice Association, the American Medical Association, and
the Medical Group Management Association define medical group practice as:
“provision of health care services by a group of at least three licensed physicians
engaged in a formally organized and legally recognized entity sharing equipment.
facthties, common records and personnel involved in both patient care and business
management.”

Medically Necessary
Those covered services required to preserve and maintain the health status of a
member or eligible person in accordance with the area standards of medical
practice.

Multispecialty Group
A group of doctors who represent various medical specialties and who work
together in a group practice.

National Committee for Quality Assurance (NCQA)
A non-profit organization created to improve patient care quality and health plan
performance in partnership with managed care plans, purchasers, consumers, and
the public sector.

Network Model HMO
An HMO that contracts with two or more independent group practices to provide
health services. This type may include a few solo practices, but is primarily
organized around groups.

Open Enrollment
A pertod of time which eligible subscribers may elect to enroll in, or transfer
between. available programs providing health care coverage.

Outcomes Management
A clinical outcome is the result of medical or surgical intervention or
nonintervention. It is thought that through a database of outcomes experience,
caregivers will know better which treatment modalities result in consistently better
outcomes for patients. Outcomes management may lead to the development of
clinical protocols.



Outlier
One who does not full within the norm: term tvpically used in utilization review. A
provider who uses either too many or too few services (for example, anvone whose
utilization differs 2 standard deviations from the mean on a bell curve is termed an
“outlier.”)

Out-of-area Benefits
The coverage allowed to HMO members for emergency situations outside of the
prescribed geographic area of the emergency situations outside ot the prescribed
geographic area of the HMO.

Outpatient Services
Outpatient services are medical and other services provided by a hospital or other
qualified facihity, such as a mental health clinic, rural heaith clinic, mobile X-ray
unit, or free-standing dialysis unit. Such services include outpatient physical therapy
services, diagnostic X-ray and laboratory tests.

Participating Provider
A health care provider who participates through a contractual arrangement with a
health care service contractor, HMO, PPO, IPA or other managed care organization.

Peer Review
A review by members of the profession "peers” regarding the quality of care
provided a patient, including documentation of care (medical audit), diagnostic
steps used, conclusions reached, therapy given, appropriateness of utilization
(utilization review), and reasonableness of charges claims.

Performance Standards
Standards an individual provider is expected to meet, especially with respect to
quality of care. The standards may define volume of care delivered per time period.
Thus, performance standards for obstetrician/gynecologist may specify some or all
of the following office hours and office visits per week or month, on-call days.
deliveries per year, gynecological operations per year, etc.

Point-of-Service Plan (POS)
Also known as an open-ended HMO, POS plans encourage, but do not require,
members to choose a primary care physician. As in traditional HMOs, the primary
care physician acts as a "gatekeeper” when making referrals; plan members may.
however, opt to visit non-network providers at their discretion. Subscribers
choosing not to use the primary care physician must pay higher deductibles and
copays than those using network physicians.

Practice Parameters
The American Medical Association defines practice parameters as strategies for
patient management. developed to assist physicians in clinical decision making.
Practice parameters may also be referred to as practice options, practice guidelines,
practice policies, or practice standards.

Preadmission Review
The practice of reviewing claims for inpatient admission prior to the patient
entering the hospital in order to assure that the admission 1s medically necessary.



Preferred Provider Organization (PPO)
A PPO 1s a health cure arrangement between purchasers of care (e.g.. emplovers.
insurance companics) and providers that provides benefits at a reasonable cost by
providing members incentives (such as lower deductibles and copays) to use
providers within the network. Members who prefer to use nonpreterred phvsicians
may do so. but only at a higher cost. Preferred providers must agree to specitied fee
schedules in exchange for a preferred status and are required to comply with certain
utilization review guidelines.

Preauthorization
A method of monitoring and controlling utilization by evaluating the need for
medical service prior to it betng performed.

Quality Assurance (QA)
Activities and programs intended to assure the quality of care in a defined medical
setting. Such programs include peer or utilization review components to identify
and remedy deficiencies in quality. The program must have a mechanism for
assessing its effectiveness and may measure care against preestablished standards.

Risk
The chance or possibility of loss. For example, physicians may be held at risk if
hospitalization rates exceed agreed upon thresholds. The sharing of risk is often
employed as a utilization control mechanism within the HMO setting. Risk is also
defined in insurance terms as the possibility of loss associated with a given
popuiation.

Risk Pool
A pool of money that is to be used for defined expenses. Commonly. if the money
that is put at risk is not expended by the end of the year, some or all of it is returned
to those managing the risk.

Staff Model HMO
An HMO that delivers health services through a physician group that is controlled
by the HMO unit; most physicians are salaried employees who deal exclusively with
HMO members.

Self-Insurance
The practice of an employer or organization assuming responsibility for health care
losses of its employees. This usually includes setting up a fund against which claim
payments are drawn and claims processing is often handled through an
administrative services contract with an independent organization.

Stop Loss
That point at which a third party has reinsurance to protect against the overly large
single claim or the excessively high aggregate claim during a given period of time.
Large employers, who are self-insured, may also purchase “reinsurance” for stop-
loss purposes.

Tertiary Care
Subspecialty care usually requiring the facilities of a university affiliated or teaching
hospital that has extensive diagnostic and treatment capabilities.



Third-Party
Admuinistrat or [ndividual or company that contracts with employers who want to
self-insure the health of their employees. They develop and coordinate self-
insurance programs. process and pay the claim and may help locate stop-loss
insurance for the employer. They also can analyze the effectiveness of the program
and trace the patterns of those using the benefits.

Usual, Customary and Reasonable (UCR)
Health insurance plans that pay a physician’s full charge if it is reasonable and does
not exceed his or her usual charges and the amount customarily charged for the
service by other physicians in the area.

Utilization Review (UR)
Also known as utilization management or utilization control, utilization review 1s a
systematic means for reviewing and controlling patients’ use of medical care
services as well as the appropriateness and quality of that care. Usually involves
data collection, review and/or authorization, especially for services such as
specialist referrals. emergency room use, and hospitalization.

Utilization
The patterns of use of a service or type of service within a specified time.
Utilization is usually expressed in rate per unit of population-at-risk for a given
period (e.g., the number of hospital admissions per year per 1,000 persons enrolled
in an HMO)

Withhold
That portion of the monthly capitation payment to physicians withheld by an HMO
to create an incentive for efficient care. A physician who exceeds utilization norms
does not receive the withheld amount. This system serves as a financial incentive
for lower utilization. The withhold can cover all services or be specific to hospital
care, laboratory usage, or specialty referrals.
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States Eye Managed Care for Child Welfare Reform

Forty-one States Are Considering Managed Care for the Financing and Delivery of Child Welfare Services

Nearly all 50 states are undergoing some
rype of reform in child protection and
child welfare services -- whether in an
artempt to respond to or circumvent
legislative changes, as a reaction to
litigation. threat of litgaton, budgetary
concerns, or public critcism: or ina
legitimate quest for more cost-efficient
and effective child and family services.
Increasingly, states are considering
principles, practices, and

techniques which, if planned.
designed, and funded correctly,
ensure value for child welfare
service expenditures by balancing
costs. quality, and access to care. In
effect, they would employ some
combination of the managed care
principles currently used in the
delivery of physical and behavioral
heaith services.

In February and March 1996, the
Child Weifare League of America
(CWLA) Managed Care Institute
conducted a survey of state child
welfare services administrations. To
gather information for this survey,
telephone interviews were
conducted in February and March
with at least one representative of
the public child welfare services
divisions in each state
administrauon. This article contains
information from 49 states.
{Information from Nebraska was
unavailable.) The purpose was to
establish a baseline from which to
monitor the implementation and use of
the principles and technologies
associated with managed care in the
delivery of child weifare services.

-

Preliminary results indicate:

Forty-one states out of 49 (82%)
are considering applying or planning
to apply managed care principles to
the financing and delivery of child
welfare services.

> Of those 41 states, |19 are
considering sharing or planning to
share risk with providers using
models such as capitated rates, case
rates, incentivized fee-for-service, or
performance-based contracts.

Few states have chosen which risk-
sharing model they will use. and
nearly all will implement plans

incrementally, starting with hmited
services, specific geographic
regions, and/or particular
populattons.

In addition to or apart from any plans to
use managed care technigues. 34 of the
49 states plan to restructure, or are

currently restructuring the administration
of child welfare services. Thirty-six state

legislatures have considered measures

» Forty-one states out of 49
(82%) are considering applying
or planning to apply managed
care principles to the financing
and delivery of child welfare

services.

Of those 41 states, 19 are
considering sharing or
planning to share risk with

providers using models such as

capitated rates, case rates,

incentivized fee-for-service, or
_performance-based contracts.
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that would significantly change the
delivery of child welfare services. In 24
states, the governor signed into law at
least one provision that would
significantly change the delivery of child
welfare services in that state

Without question, states are motivated
to change and they are planning and
implementing change. (In at least 19
states, the move to a managed care
approach originated in the state or
county child welfare office.)

It is important to note the many
limitations of this survey. Interviewers

were aware of differences in the level of

certainty of the respondent and
ambiguity and variance in the definitions
of several terms (including managed

care). Also significant is the fact that each

state is at a different stage of
implementation. Reported information
regarding the specifics of state plans
includes changes states are considering.

The level of consideration ranges from
very early stage plans to new sysierrs
already underway.

Management and

Administration of Child Welfare

Services

Of four states considering applying

managed care principles to child ~elfare
service debhvery:

.; Eight states are considering

! plans in which the state would be

" enurely responsible for managing.
delivering, and monitoring the
services covered under 3
managed care plan.

Fifteen states are considering
plans in which the state wouid
manage the system, but would
contract out for certain
management functions.

Seven states would seek 1n
outside organizauon. agency. or
vendor to contract for. deliver,
and monitor the services covered
under the plan.

Of the 22 states considering
contracting out or planning to
contract out for all or part of
management functions:

Eleven states would not place any
restricttons on the type of agercies
or organizations eligible to submit 3
proposal.

Eight states didn't yet know if there
would be any restrictions on which
entuties could submit proposals

No state indicated that for-profit
management organizations would be
excluded from submitting a proposal.

Targeted Populations,
Geographic Regions, and
Services

Most current plans to implement
managed care techniques and principles
will affect only a portion of the child
welfare population and involve hmiteq
service areas.
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» Seventeen states would implement
their managed care plan across the

stace.

. Four states would implement their
plann a specific geographic area.

- Six would lim 7 their plan to a
specific numper of children.

- Twenty-four states indicated that
they would include one or more of
the following populations: children
in kinship care, family foster care,
residenual or group care: and
children in muluple systems (child
welfare, juvenile justice, and/or
mental health).

» Six respondents indicated that
their state was considering or
planning to include children and
families who were at risk of
abuse and neglect, but did not
have incidents of substantiated
abuse or neglect and or an open
CPS case.

The top three service areas **
included or under consideration
for inclusion in a managed care

plan are:

outcomes. Of those 23. only |2 have
identified indicators or other outcome
measures. Twenty-eight of 49 states
reported currently using performance-
based contracts for at feast one area of
child welfare service delivery. Six states
currently contract with private agencies
using a rate structure that allows the
provider to share potental financial risk
and retain potenual savings.

State Goals

Of states considering using managed care
techniques. 29 states idenufied specific

» Family Foster Care (59%)

The top three service areas included
or under consideration for inclusion
in a managed care plan are:

> Family Foster Care (59%)
- Residential Treatment (55%) .
- Group Care (52%)

Managed Care Tools and
Principles

Most states considering using managed
care for child welfare services intend to
employ a broad array of managed care
tools, such as utilization management
(80%), continuous quality improvement
(70%), and expanded, integrated MIS
(67%).

When specifically asked, respondents
expressed uncertainty whether the state
or county government or a managed care
entity would be responsible for the
development and implementation of
specific elements associated with these
tools. These elements include: best
practice protocols, social necessity
criteria, provider profiling, credentialing,
and MIS capabilities such as improving
client tracking ability, comparing
outcomes information across services
and programs, and linking expenditures
to outcomes.

Twenty-three states of the thirty
responding to this question indicated that
the state plan or RFP-idenufied specific

goals they hope to achieve. The top
three 1dentified goals were:

» Better Quality (80%)
» Cost Efficiency (73%)

> Increased Customer Satisfaction
(55%).

Linkage with Medicaid Managed
Care

Survey results demonstrate a need for
linkage and information sharing from
child welfare managed care plans and
Medicaid managed care plans within
states, and from national studies on
children’'s managed health care,

- behavioral care, and child weifare

services.

Respondents -- representatives of child
weifare agencies in states in which
children in the foster care system are
enrolled in a Medicaid managed care plan
for behavioral and/or physical heaith --
hold the following views on the access
and quality of care available to foster
care children in their state compared
with previous fee-for-service systems:

» Residential Treatment (55%)

E_G_roup Care (52%)
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» Access 37% bherter 775 ac-3a

| 1% same and 449 Jdon s <.

"~

» Quality: 22% better. 370 ~orse
5% same and 59% con: < 2w

Preliminary Conclusions

While it 1s clear that applying marage:z
care to child welfare s under discuss.or
in a large majority of states. the sur.ev
highlights enormous variation amanrg =~
states -- from different definitions of
managed care o a range of plans.
targeted populations, and tmetaoles °c
the application and implementation of
managed care principles Of states
considering soliciting outsice
proposals for management funcocr
very few have chosen to ahiminara
prohibit a potential management - :
for either provider necworks or
private for-profit managad care
organizations. Nearly avery state
considering using managed <are
reports involving providers .n tha
planning process.

The evidence of such wide divers -

among state plans is significant 7

is no single, universally applicaole

model that is managed care The

plans in each state are shaped Jy

unique political. geograpnic.
demographic, and systemic
characteristics, as well as differ:ng ‘eve
of available resources.

Improved understanding of the
application of managed care to0ls ©0 -
welfare services is increasingly \mpor
for those concerned with maintainir:
improving the quality and efficacy of
welfare services. While few olans. f
have reached the point where an
evaluation 1s possible or usefu!. this
survey Is the first step toward mom<
the development and implementator
state managed care plans

by Charlotte Mc Clllough vz <5 i7g=
For additional nformaton, 1zt Do
McCullough, Director of Plarn -z "'t
institute, Chitd Welfare League or =i
Street. Northwest, Suite 310 .- -i720
200012085, 202-942-0242 “ax Il -3 <00
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Inange 13 CIViTUs AT every _evel of the Tenzal tealtt and s_sstancs a-use

enCcerpzrise. ZurTently, =cre :Ean 137 m1llizn ferszsrns are covered ty scme form
‘74*_52_;;;;g;5f$é;;J:;;;1 EQ;EESE;;;j";;d7;7 States nave received waivers fsr

Medicaid managed care that iaclude mental heal:h and chemi-~al depezdency. This

dramatic change demands a nrnew lcok at the state of :informac:cn develcpment,

carticularly data standards.

In a managed care envircnment, consumers, praviders, Fayers, and manageament
services encities will all be concermed with and affec-ed by the quality,
agprcprhateness, and coverage of the cata standards that are smploved. For
example, ccnsumers will want :informative rezcors cards with which to choose
tehavioral healchcare plans; groviders will e concerned with -“he :i~srruments
used to measure the outicmes tley achieve, with their relaticnships ts the
volume and zype of clinical encounters, and with capitation rates said for
care; pa?e:s';ill seek accurate informaticn cn costs and the effec-iveress of
exgendizures; and Tanagement services encitieg will need ts underszand how
well capizaticn systems are working. Thus, fzr different reasonrs, all
rarcicipants in the mental health and substance abuse enterprise will te

czncerned with Jdata standards.

Within each cf the exasples cited abov;, stat:stical infcrmaz:zcn svstems need
to be based upcon data sources that employ ccmron data standards if they are to
e successful. In other words, summary information is only rmeaningful if based
upen a ccmmon metric and common definiticns. Xence, data standards fcrm the

tasis fcr the mental health and substance afuse information enterprise.

The purpose cf this chapter is to examine the degree to which current mental
healch and substance abuse data standards must te updaced to te resgcnsive o
the draratic evoluzion <f mental health and substance abuse services under

managed care financ:ial arrangements. This will be acccmplished by reviewing



RARLY EFPORTS AT STANDARDIZATION

..
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-»e New Englanc Psvchologizal Association td define seven distinct fcrms of

H g
“»

. U.s. Census Office worked gollaboratively with

More zhan a century ag

LN $

-

-en-al i1llness (mania, —alancholia, moncmania, paresis, dementia, digsomania,
and epilepsia) =2 te used .2 tnhe 1880 census of the populacion. This

callaborative underzak:ng se:t the tone for subsequent work :that was 1D ersue

——— - -

in nacicnal census activitles.

Later, zhese effsris wers exganded to mental health prcviders. Start:ing with
tme 3323 Cansus cf Pat:ents i1 Mental Institutions, conducced by the then U.S.
3ureay of the Cansus, <iagncsis was used as one of the descriptive variables
in srace mencal hospitals. This resulted frcom the joizz efforts of tne

yat:c-al Commiztee for Mental Hygiene and the American Psychiatric Associatica

-

ts iacrzduce a scandars ~lassification of mental diseases into most zf zhe

scare mencal hcspitals in the countly. Ssutsequently, this clagsification was
adspcad by the Suczecsh Sereral of the Army, the U.S. Public Yealzh Service,
and by almost all puslics arnd private menctal hespitals.

ta 1949, Federal mental health statistical cperations were mcved to che newly-
created Naticnal Institute of Mental Health (NIMH). Almest immediately, NIMH
set up the Model Report:ng Area for Mental Eospital Statistics, a jeint
endeavor with trne scate mental health agencies. The first step involved a
study of the 1l states witl cantral mencal health statistical offices to
decer—ine definizicns used, :types and frequency of data collections, ctypes of

repcr:s generated, etc. A major ¢inding was that only 2 of the 11 states used



tne same Zefiniiizn zf first admission, amd 1hat vide variazizn axiz-ad in c-a
tefinizicng cf discharge and res:-den- cat.enc
T2 remedy the situazisnm, NIMH invited zhe 11 states ta a Teeting iR 1351 [-he

first Nat:cral Z:znference cn Mental Health Statistics) to agree on a course of
acticn and to begia the process of developirg and implementing ccrrarakle daca
stancards. By 1565, 34 states wera participating in this Qoluncary,
:ollabgratxve project. In 13966, NIMH expanded the project to include
ambulatory mental health care and desigrated the annual National Cznference on
vYental Health Stat:istics as the pPrincipal vehicle for cconsensus building and
standards cdevelcgment. Generally, =his endeavor was very successful and set
tne stage fcor subsequent pragress. Cr. Morton Kramer, currently Professor
tnerizus at Jchns Hepk:in Universicy in Baltimore, was largely responsitle for

these develcpments and the prcgress achieved.
Mental Health Statistics Ixprovement Program (MHSIP)

3y 1376, NIMH had effec:zed a reoriencation from cdata standards for state
Tental hcspitals tcward cre focused on mental health statistical standards for
all mental heal:th orzanizations. A new program was init:ated at this tire--the
Mental Health Stat:istics Improvement Program (MHSIP)--to continue and excand
the collakcrazive relationship with the states and to evolve data standards

that reflected current developments in mental health services.

For the first decade of the MHSIP, all work involved contributions in-kind by
rarticipating states since federal grants were not available. To the present,
the states continue to contribute ia-kind by encouraging staff to participate

it MHSI? ccmmittees and by Farticipating in national, voluntary data

8]

'
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-

-ecticns operated by the Center for Mental Health Services (QHS) Naticnal

a)

eccriing Program (NRP) f2r Mental Health Statistics.



~~ese starndaris were tased cn the —enzal healtl Srjanmizaziinoas tne Trincizal

repcriing uwnit. Separate minimum data sets were prorcsed for crjanizacticns,

o

£5r zhe cl.ents they served, and f:or z-e human rescurces available t> crovide
care. By :the m:ddle of the cecacde, :these data stancards had been widely
adcpted by the states. The acprcach employed was viewed by the World Health
Organizat:icn (WHO) as a medel for emulation by other countries.

INSERT FIGURE 1 ABOUT HERE

wue 1983 MHSI? cdata standards were quickly accepted by the mental health
f:ieid. However, the envir:znment was changing rapidly--block grants were teing
introduced; a rew focus was emerging on the population with serious mental
111ne3s; and state mencal health planning was mancdated under federal
legislaticn. Managed care wvas alsc beginning to emerge in the early part of

the decade, tut was not a masor fcrce until 1990.

As experiance develcped with the MHSIP data standards and as changes occurced
in =he envircnment, the MMSIP community recognized the need to update tn
sctandards. I3 1389, two mew minimum data sets were added--one for financ:al
safsrmaticn, the other for events. The original minimum data sets--
srganizaticns, human resources, and cliencs--were updated. In addition, a
cenceptual framework was develcped for the MHSIP, tased upen hierarchical,
relaticnal ccncepts. The clinical event was viewed as the fasic unit of the
system, to which ome could link client, provider, and firnanc:al informaticn,
within an organizational frame. The revised and expancded sec of stancards was

fublished ia 1989.
INSERT FIGURE 2 ABOUT HERE

~vese standards were subsequently expanced with spec:iIic reccrmendaticns f3r



cerfc-r-ance Teasures and f:r Zata szandarss

Tue AZ Hzc Advisory Sroup ts o tnhe MHSIP, a set f state, l:zal, and consuTer
represenzazives, hag played a gparct:icularly .Tpertant role in develcging the
2aza stancards and prsviding .eadersnip to the field. Cr. Izhn Hermick,

Cirector of Planning for the New Ycrk Office of Mental Health, is the

Thairperson for 1994-3S.

7n th:s same period, the Naticnal Institute on Drug Abuse (NIZA) and :the
vaticral Institute on Alcchel Abuse and Alcoholism (NIAAA) worked with the
states and local providers t5 define a minisum data set for a Clientc Cata
system (CZS) to be reported cn every sucstance apuse client who received care
from a public provider. Izems :ncluded in the minimum data sec were desigred
+s be cocmpatible with the MHSI?, and MHSI? representatives were invited to
carticizate in the standards development process. The CTS is still ia

syeraticn at present.

NIMH awarded the first grants -s states t3 implement the MHSIP data standards
ia 1989. The criginal grants (type 1) were f£or $100,000 ;er year, f2r up to 3}
vears cf support. By 1394, virtually all states and territcries had received
-ne of these grants. Throughcut this early period c¢f MHSI? develcpment, TwWo
fersons were :instrumenctal in its success, Mr. Cec:il Wurster, formerly Chief of
-Se 3ranch with respcnsibility fsr the MMSI? prcgram, and Cr. Walter leginski,

surrently Chief of CMHS programs for persons with wencal illness who are
~

hcmeless.

T2 1992, the NIMH grant announcement was expanded to incluce a second phase ot
:rplementation grants (type 2) and decisicn application grants (type 3) for
<he states. The second phase grants were intended to facilitate more complece
implemenczat:on of the MHSI? standards; the decisicn applicacion grants were
£5r zhe purpese of develcping and demonmstrating the capac:ity 2 apply acctual

2ata t3s administrative, policy, cor research grcilems. 3Both types carried
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tszatizm 2% faceral Tenzal health data collecTisnhi activitTies, azcut tarees

£.f--g % -~e szazes and terr:iizries nad received seccnd phase .mplesenzacticn

grants; about cne-fifth, decisicn application grancs.

CCTRRENT EFFORTS AT STANDARDIZATION

-»

- N - - - . - £

7a 1995, COHS adapted tle grant aﬁnou::emen: to the dramacic changes :Eac were
occUurring ia the envirsrnment. The new announcement focused attent:ion cn use of
informacicn for prchblem resoluticn; capacity develcpment received less
actenticn. The 1395 annsuncerment wag d:irected tsward the fac:ilitation of
scmprehensive state mental Rtealth plann:ing and adaption of the scate mental
health agency => heaith care refcrm iniziatives being planned or implemented

by the state. These =cp:cs are descrited immediately telcw.

Histor=zally. mcst state mental health agencies have employed statistical
informaticn = plan caly f£3r state-operated or funded programs. This planning
= pically has nct included mental realtil crganizacions or practiticriers frcm
other nzz-for-grofit or grivate seczcr entities. Similarly, mental healzd
services delivered throuch primary care organizations or practiticners, sccial
service crganizat:icns, or self help gr5ups “ave =ot teen enccmpassed :in this

planning.

A3 the gcaces move tcward maraged care, it :s essent:al that thelr planning be
expanded to encompass the eatire pcpulation with Tental illness, as well as
high risk groups. This will permic each state o understand the dymamics of
clients who mcve frzm private sector plans to public sector managed care
srograms or cther safety net programs operated by the state. The new MHSIP?
grant anncuncement encourages the acguisitiicn and arnalysis of quantitative

data f2r such planain



State ~eal:In care refcrm oLnitiatives are $trsceading at a rasoid zace. I “:os:
s57azes. these lnltlatives center cnoagriicaticn f£2r a faderal vaiver Tz

transfcrm the state Med:icail program 1ntd a maraged care plan crerazed s a

(Al

private-sectsr management services CSrjaniiation. frequently, these waivers are
Jesigned to develop separate managed care plans for populat:cns with menczal

illness or substance abuse trchblems, i.e., a "carve cut" crogram.

To plan for Tmanaged caye prcgrams, the state needs to design a’benefi:
cackage, develop homogeneocus risk pzols of consumers who will use different
tyres and intensit:es of services, estimate the per client per year ccst for
cach of the risk pools, develcp a plan £or hcw essential ancillary services
<111 te provided and re:mbursed, and prepare baseliﬂe service informat:iz

pricr to implementation of the manaced care program so that performance can be

assesged.

ia the :mplementat:icn rhase for privatized maraged care przgrams, state
activities will change from planning t> monizoring the performance cf
cregrams. In this phase, additicral data are needed on population healzh
status, enrcllment, encounters, outccmes, and system perfzsrmance indicaters,
the latter cf which rieed to be syncpsized in report cards fzr rayers or
cesnsumers. The new MHSIP grant announcement is designed t> encsurage states ro

use statistical infcrmation for these planning and implemezctaticn activizies.
Key Consuzer Input

Since 1990, NIMH and, more recently, C/HS have provided support for a Men:tal
Health Ccnsumer/Survivor Research and Policy Work Group ceomprised of consumer
leaders frcm the field. The purpose of the group has been to provide advice to
the government and to the MHESIP on the development and implementation of Zata
starndards fcr mental Realth. The Work Group has helped to define persca-

cenzared data systems that reflect a majcr shift in philcscphy teward fersons



AS.a -saccnd -mascrT. endeaver, che Csngumer/Survivor Werk 3rsup has engaged Lt

cesearch thrsugh focus groups to define tne cSignicive Taps that consumers uUuse

ts think about service cutccme. Currently, tle Work Group :s parzicigpac:ing

with CMHS and MHSI? in the develcpment of a managed care reporc card £t

rencal health and substance abuse. Cevelopment of this report card will creace
- < - o .

a mezhcd of providing feedfack 5 censumers cn plan performance. The final

product will te made available to the states for use ia their ccntracts with

-araged care crganizaticns.
DATA STANDARCS POR BEHAVIORAL HREALTHCARE

*-s MHMSIP cdata standards provide an excellent foundation for the information
systems required by managed behavicral healthcare. However, the current
system of szandards requires exzansizn and mcdificacicn to Tmeet the full range
of informac:sn needs in the future. Zssential developments in ccntent,

reccrding, and transmissicn standards are idenc:fied telcw.

Centent Standards

TZssential ccmpconents of a good infcrmation system for managed care include, ac
the person level, data on the kealth status cf the covered populaticn.
enrollment and encounter data for each covered person, and cutcome cata. In
addition, the system will include informatica on disorder rates :in the jeneral
ccpulation, descriptive information on the organizatioa and operation of
managed care entities and tnle providers that contract wizh them, and

cerforrance :nformation on individual managed care plans.

TNSERT FIGURE 1 ABCUT H=ZRE



the nature of the mental healil or sutstance atuse prztlen Teing axper.enced

arnd the impact of that przzlem on the fincticning of the cerssn. The essent:al
concept is to :dentify prcblem and furcticning measures :hac are cradizsrzive of
the rneed for mental health cr substance abuse services amd thac caa he used in

the development and assessment of clinical treacrent pla-ng.

"

Some work has teen ccmpleced in this area. The Naticral Comorbidi:y Survey 13
tased on the Ccmposite Intermaticral Diagnostic Instrument (CIDI). Tha CIDT isg
an instrument through whizh lay iaterviewers can assess ;sychiatr:iz and
substance abuse diagncses. Ir. Rcn Kesslier has ccompleted methedolcesical work
on the CIDI to i1dentify stem gquestions that are highly predictive =f
diagncsis. At present, the "CICI stems® need to Le codified inzo data

standards, and a parallel set of items cn func:tizning needs to te added to

these stancdardg (see discussicn of outcsme measures telcw) .

arpllzent and encounter data are required to menitor managed care plans,

PRy

Enrollment cata should ke collected at the i1ndiv:idual rather chan aggresgate
group level; zhey can provide an overview of the socicdemographnic
characteristics of an earolled pcpulaticn. Tsgether with heal:th status data,
enrollment informaticn permits the csnstructicn cf different risk ;ools when
ccupled with service use informaticn. By contrast, encsunter cdata are reeded
to provide a running account of services received AND zheir costs faor each
client. Such information can be used by providers to determize whether they
are exceeding agreed upon capitation rates; it can also te used by states and
other rayers to monitor what types of perscns are receiving what types of care
and how this ccmpares with the health stacus. MHSIP provides an excellent
founcdaticn for encounter data thrcugh the event data set developed as part of

=he 1989 standards.



T.rrenzly, 1ne S.ZciTmittes on Mental Zea.tX Statisztizs zf tne U 3. ZepartTern:
-6 Hea.zh and Homan Servicss Naticnal Committee 2o Vizal and Jea_.zn STatistics
.3 derat:n3 wnat saculd te reccrmended for enrslisent and enccunter miniTum
data sets. The Sutcommiztee will pay particular atsentien %o what would differ
iq enrsliment and enccunter data standards for populaticns wich mental health
and substance abuse problems, ccmpared with other populations. The overall
Naticrnal C:zwmictee is prerar:ng td issue proposed enrollment and encounter
minimum cdata secs to the entire healch field; the work of the Subcommittee
will be i1nccrporated into this prcduct. In anticipation of this product, the
ad Hoc Advisory Group to :tie MHSIP? is preparing a report on enrollment and

encouncer data -2 submiI I2 tne Subcormittee.

~ut=-me da-3 are a necessary compenent of an integrated, managed care

management infsrmaticn system. Yet, a major deficit of the mental health and
substance apuse fields i3 the lack of agreement among ccnsumers, family
rembers, clinicians, rehapilization specialists, administrators, and
researchers abcut hcw tO Teasure the cutccime cf services. This deficit has
harpered the develcpmen:t cf improved clinical protocols, as well as the

standing of these fields :n the broader clinical ccmmunizy.

In reccgnizizn ¢of the need for rapid develcyments :n the area cf cutccme
assessment. -Se Nat:cnal Alliance for the Mentally Il1l (NAMI) -asg entered IntO
a collaborative project with OMHS, NIMH, NIDA, NIAAA, and the Eli Lilly Co.,
ts engage in three tasks: the development of a set of priaciples for outccme
Teasures and systems; the 1mplementation of a longitudinal demonstration to
document an improved outcome measurement system; and-the evolution of a
cesmunicaticn strategy that can highlight the progress teing made in this
area. Broad-based input will be sought from the mental health and substance

abuse fields cn the products frcom this project.

Other projecss are evolving to examine ncw current instruTents, such as the



S 37235 0 and the 3lctal Assesstent £ functiznin JAFD zan e
zzed fzr a managed care envircnment. Clearly, a need exis:ts

€or the evc_uzizn 2f data standards for cutcsTe measures.

Discorder rates in -he tcou.ation data should be collected on a sample kasis to

allow for assessment cf the coverall health status of the general cecrmunity
populaticn. These cata cimprise a necessary ccmpenent for adequate services
planning at the system .evel. The collecticn of t-hese data over time, can be
zsed to provide iznfzrmatica on overall system performance with respect to 1its

effect cn the gereral pcoulaticn.

The ability =2 obtain :this type of data hinges on the efforts underway to
develcp and test gcod gredictive health status measures that cam be used
within general pcpulat:cn samples. The °"CIDI stems", described earlier, have
already -een incorgorated i1ntos the 1394 National Household Survey of Drug
Abuse, an annual housercid survey conducted by the Cffice cf Applied Studies
within SAMESA. It is ant:cipated that they will also be included in the
triennial perizdic mcduleg of the redegigned Naticnal Health Interview Survey,

scheduled for iziziat:icn in 1996 Ty the Naticnal Center for Zeal:th Statistics.

Zegcripzive infor—acigy i8 required on managed care ent:ities and cn the mental

health organizations and providers ch;z'con:ract with them. Characteristics,
such as organizaticnal structure and linkages, types of plans and services,
tyres cf payers and enrollees, types of organizational and individual
providers, and sources of revenues and expenditures, are relevant. This
informaticn is similar t> that collected through the Inventcry of Mental
Health Crjanizaticns and General Hospital Mental Health Services (IMHO),

currently ccnducted bty CHS.



--e .34 I1EC nad already ceen ~-d-¢.a4 22 zzllect LnfzrTazicnoInotne

cartizigaztisn ¢ sencal heal:ik crgan.izatiiIns D Tanaged care s.ans. 1o
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Aantimue in the future to reflect the changes Lbeing made :in managed care
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olars are cdemelcped ts collect informacticn fIom managed care entities tlhag

-

cperate or ccatract for zecworks of providers, as well as for health «
maincenance organizaticns (ZMCs) that provide directly or ccntract for mental
realth services. Initial work in this area will Lbe undertaxen 1in late 1395
z=rocugh a C'HS meeting with managed care entities. Clearly, crganizational

da-a stancards will require revisica to accormodate €9 these new requirements.

cerfsrmance infcrmagisn is required td evaluate managed care plans. Repors

caydg are cre specific Iorm of perfcrmance .nformation that w111l spark
dialsgue ameng key grougs as they are develcped. As noted atove, CHS s
currently collarorating with the MHSI? and representat:ves of the consumer
cemmunity ts develcp a mental health and substance abuse report card,
crimarily fzsm the consumer perspective. This report card will encompass toe
key dimensicns of access, appropriateress, outccme, prevenzizn, and
sacisfaccisn. I= is anticipated that thls repors card will e ava:lable :n

gretctype form for cr:itical review by early fall 1995.

Simultaneously, COMS is working with other key groups develcping tehavioral
realthcare report cards to facilitate csordinacion ameng them. Cne meetiz=g has
already Leen held among these groups, and additional meetings are planred.
These groups are the Naticnal Committee on Cuality Assurance (NCQA), the Joint
ca=mission cn Accreditation of Healthcare Crganizaticns (JCTAHO), tne American
varaged Behavioral Healthcare Assoc:ation (AMBHA), the Institute I0T

Je-avi.oral Healzhcare (I3H), and NAMI. A callaborative endeavor amcng these



Recording asnd Transmission Standards

fqually of cocacern to the mental health and substance abuse fields are z:e
recording szandards for clin:cal data and the transmiss:on starndards for

sharing eleczronic versicns of clinical and fizanc:al iaformaticn. Recordin

- moa

stancdards are needed f:or the mental health and substance abase components of

an electra:i: catient record, which is currently béingudevelc;ed. Transmission
-

grandards are concerned with the form in which information is sent and

cace.ved e.actronically, as well as the format thac is employed for such

infar—atricn. BScth areas are intimately linked with privacy azd

cornfidentiality ccncertns.

o

Recarding szarndards are very important at present “ecause they will ultimately

defi-e the clinmical informat:cn that is captured about clients and the
services they receive. In mcst instances, derivative statiscical infermacion
will te lim:zed by the nature and sccpe of this electronic infzrmacion. OMHS
is currentlv surporsing an Ad Hoc Work Group fIcr the Cempucerization cf

seravicral Zealzh and Human Service Records that will prepare reccmmencaticns

Az cresent, mcst work cn gransmission srandards is outside tie fields cf
rencal heal:h and substance abuse. The Naticnal Iastitute cn Standards and
Technology (NIST) of the U.S. Cepartment of Ccmmerce is currently working :n
this area, and the European Common Unicn (ECU) has set up a project t2
idemzify appropriate transmission standards. At minimum, infcrmacion
representatives cf the mental health and substance abuse fields rneed to stay

abreast of thas work.

PARTNERSHIPS FOR THEX FUIURE



’
w

= -axe th:is gsssicle. Clearly, task fcscus and Carcrnersnciy
Linkage ara nterdagerdentand sim fZisTrs. o Suggested telcw are several Tajcr
cartnersnizs that could be very productive at the present :=.Te, IIgether Wit
a brief ==-——ent cn the partners who are needed in orlder t> Take these

endeavers soccessful.

car--—ersh:izs To yevise curveny VUSTP dara standards -ust te a high prisrity :in

rhe shorz-:-erm future. The areas that should be incsrporated cr revised have
already teen descritfed above--realtill status, enrollirent and enccunter,
sut=sme, ani system descript:icn and perfcrmance. The key t3 forure work in
this area is to add new partners, such as managed care entizies and KvCs,
while conzizuing the excellent collaboraticn of QS with ccnsurmers,
croviders, and states iln:itiated 1o tle pasct. Thig work shculd e undertaken as
socnn as possi:ble :1n order to maintain consistexncy of infcrmaticn collected on

-anaced tehavicral healticare, as this field evolves rapidly.

ey
L
2.3

Tar--arsh:zts 39 develzsp a nental -eal=zh and sutstance abuse reccrt Ta or

-ama=ed -are :3 ancther high priority. Previcus wWork has reen descrited above.

~“a cricizal .ssue at present is to achieve an apprcpriace level of
csmsistency 1 regors cards across public and private plans arnd different
service set:=:ngs. For example, report cards for private Flans may oot require
<-e same range of information as those for public plarcs Lecause the clients
are vastly different and their service reeds are nct as extensive. Hcwever,
<~en the same tcpic is covered on different report cards, then it is
reascnable ts expect that it te measured in comparable ways. All major
entizies developing report cards for mranaged behavicral healthcare--
~S/MHSIP, =he National Ccrmittee on Quality Assurance, the Inscitute for
seravioral Hs=altkzare, the Joint Czmmissicn on Accreditat:icn of Heal:ilicare

-
-

rjanizati:cns, the Anerican Man .aged 3ehavicral Jealzhcare Assoc:iation, and th



vi3=i-malL AL.iance fIr tne Menzally ILL ~sad T3 @ TAITI2IS Ln Inl3 2nIe3nvss
s-.v-aze sectsr Tanaged ~emavisra. hea.z-care enTLTLeS Thal a.realy nave I2TTIt

~3ards sncou.d alsc =s. consulzed,

Jeinm acgivities wigh WAO sold grcomise for nelping us learn from grojects

already carried out in cIner cSuntries, as well ag for develcping a data tase
fsr cormparative inter-countIy aralyses. WHO also frequently serves as a

conduit for the snaring cf infcrmal knowledge aboue- regiofal projects teing

.-

s - . . . .
czrnduczed :in Eur:p?? *e Far ZTast, etc. Withia this ccentext, joint projeccts

wizh WHO on data s:zandards can facilitate more rapid develcprent of

appropriace stardards in the Tnited Staces.

High pricrity needs €O e given =5 the development of joint projects with WHO
arcund data standards for healtl scatus and outcome, as well as data stancards
for a more discreze and sgeraticnal array of mental teal=h and substance abuse
servsices, WHO already nas projects underway on the former tIpic, e.9, revisicn
of -ne Inzermaticnal Classificatien cf Impairwent, Disacility, and Handicap
(rcToH), and has held several creliminary meetings with =»e Tnited States and

ccrar csunzries cn the lacter topic.

c->tabcoraz:sn Wwizh AMBHA ard the Group Weal:zh Associatizn ~f Arer:za 'GEAA) is

very impcrtant fsr establishi;g apprcpriate data standards f:cr managed
re=avisral healthcare entities. AMBHA represents and uzderstands managed
reravioral healthcare entities trat operate in a netwcrk envircnment; GHAA
represents and understands HMOs and their mental healt: acd substance atuse
czwponents. An opportunity exisﬁs to work with AMBHA.and Gx ian the
develcpment of future information projects within their crganizaticns, as well
as to eliciz their participaticn :in broader projects. OHS reeds to employ the

5 cznvene these entiTies with cthers ia cammen data

o

federal leadership rcle

pussuiczs.



2eccz=endatizsng {or the Puture

-.sced melaw are severil jeneral raccmmencatiins £2r the f.tire that ensue

“from the review cutlined
scandards enterprise fcr the rental health and substance abuse fields. Scrme
will be relatively easy =5 achieve; others, relatively difficulc.

-~ a

rn -he fuzure ‘oing ecdeavors tecween govermment-o-feceral, scate, and lccal--

ard the crivate seczor —encal health and substance abuse induscry will e the

cnly feas:ble way to assure essential consistengy in dara standards. As all

Levels of government assute a smaller direct mental health and substance abuse
service provisicn role with the grawth of czntracted managed tehavicral
nealthcare, -he faocus cf standards develcpment w1ll also reed to shift to toe
private gsectsr. Government w1ll te able to make this shift and maintain
accountabilisy to the Congress and sctate legislatures through the types of
carcnerships and joint ventures degcrited above. Such partnerships should te

iniviated in the shorz-term future.

racta szandards develcop-ens acrivicies musz raflecsy the viewg of all

sarc of the picture. Consumers, family membters, and prcvicers are essanctial o
complete iz. Although tlhe MHSIP has doée an excellent ob in bringing these
groups to xey partnerships, more needs ts be dore t> bring their points of
view on data and information to the managed tehavioral healthcare industry.

Clearly, each of thcse groups is directly affeczed by any decisions reached by

the industry; hence, they should have a voice in these decisicns.

Adacratiss = unanticizazed futuye chances will -e a recessary varg cf the

Jaza

-

Al

er-r:se over --e rext decade. Managed teravicral healtlcare is now

established., Ycwever, the future course .3 uncerzain with respect o which



gzr.cz_res and Tezhzds will credscminate: segarate Tandzel zenavisral
~eal-nzare plans, lntegrated jenera. nealilzare fetwerds. DCs tnat include

=enavisra. -ea.:ticare, cr ctner fsrms. Likewise, tne Zevelccment and azZeogpcz:icn

cf czmTuter zechnoLcgy 1s prcceeding at a fast pace, tut the fuzure cturse s
not complezely clear. The data standards enterprise needs to anticipate and
adapt %o new developments when if not Tefore they arise, rather than o lag
behind thcse changes by several years. This can only occur if careful
actention -3 given to developments ia services and technologies as they occur,

with reflec-icn upon tleir data implicacicrs. .

~ata standards should adeguarely reflece "wircuality® in service delivery

rams. The mcst efficient, ccst-effective way to achieve ccmprehensive,
seamless service systems in the future is not likely to be through the
develcpmenz of a single service cafeteria in which all services are available,
but rather chrough contraccual and computer linkages among these services so
that they ace seamless frcm the perspective of consumers and providers. This
approach represents a "virtual" organization. Such "virtual® organizacicns are
likely to tecome very commen as mental health and substance abuse services are
linked with general healthcare services, and social services, housizg, and
sther services are brought under the managed care umbrella. Cata standards

shculd reflect these “"virtual® organizaticns and bte capable of permicz:in

interface among their service ccmponents.

. . ~
T=e future holds considerable promise. Wea must te prepared to meet tlhe
challenges that it presents. Clearly, cur past and present have Fcsiticned us

to5 do this ia an excellent manner.
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1983 MHSTP MINDMUM DATA SET ELEMENTS
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FIGURE 2

CORE INFORMATION REQUIRED FOR DECISION SUPPORT SYSTEMS
IN MENTAL HEALTH ORGANTZATIONS °
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Adapted from Leginski, et al. (1989)



FIGURE 3

MODEL OF DATA FOR MANAGED CARE
“

Health Status Disorder Rates in Population
Enrollment/Encounter/Cost Descriptive Information
-l
Outcome Performance Indicators
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