
4̂  

REN 

Pattiershi 
Sharing RisKI 
Deliver in the 

New Mari(etplace 

" A special kind of t reatment 
in a kind and special place" 

Inpatient Treatment 

Relapse Prevention 
Specialist 

P.O. Box 1878 
619/789-8070 

San Diego, California 

By Gordon Sprenger and Mari( Stutrud 

P
nv;iiiz;iiinii nf liiii.ivmnil ln-.-ilrh .̂riwros 
10 [iiiliiii. |;';iM':-iii.s I.s m-i.wi|-i.t; ai ;i 
l|-'-|ni:-|l ' |ni:,s M H S I i ' l l h l ; S r - | ' a l l'.-|ll.S 

.ire si'iA-i-(| ihri.iiiMh iiiaiiaLieil ti.'tiaxinral 
llrallll ciHiiljallie.s. |-l.\|(̂ ).s lif i;uirunilllit.v 

iiienial lieallh i.-i.-iiters: iii i-iiher wrirrl.s. tliriiii>;h 
srainl-.iloiie I'liniies thai. I'nr ilie imj.si [i.-irt. do 
iiuf. ivillabuiai.e u'liti ,i hill |-aiige '.if lieallhoare 
[iroMi.lers m ilie i.-niiiniuiut.v. 

Behavioral hi.'allhcare. re.iJardles.s nf pa\-er 
source, wil e\-i)lve tje.vriiid ilu.s stand-alone, 
fra.tuiiented approach. ;,ind he delivereil ihn-iiigh 
integrated health s.vstein.s - hospitals, phvsi-
cians. mental hi;alth [irofession;ils ami a broad 
range i i other providers whu wnrk ti-,geiher to 
provide a full range of he;ilihcare si.'n.-ice's. .Such 
a .s,vst.ein links providers to.gether under 
eirganizational umbrella that fosters e;isy 
provider comniiiiiication ;uid smooth transition 
I'or the patient when moving from one 
healthcare setting to another. 

Delivermg services through an integrated 
approach has ver\' real benetits I'cjr behavioral 
health. For e.x̂ uiiple, let's look at the record 
for diagnosis and treatment of i.lepression. 
The literature tells us that between 2.3 percent 
;ind 3.2 percent of U.S. men ;ind between 
4.5 percent and '.l-'j percent of women 
meet the tiiagnostic critena for major depres­
sive disorder. 

Most clinical depression gijes imrecognized 
and untreated, however Of those uidividuals 
whose cases are reco.gnized. onl.v about 20 
percent seek care I'rom a mental health 
professional, .̂ t the same time. 7-5 percent of 
cliiucally depressed lndjvidii;ils do seek ijare 
from a physical healthcare provifler. This may 
help explain why more than h;df of medical 
visits do not reveal an identifiable, treatable 
illne.ss or injury. 

Vet it IS very difhcult I'or physicians to 
recognize the mental heallh problems of 
patients in a 10- to |.5-minute office visit. No 
wonder there are often errors reported in 
recognizing and treating behavioral disorders. 
Most physicians don't i.onsuJt regularly with 
behavioral health providers, either to help 
sharpen their diagnostic skills or to foster 
on-going professional rclationslii]js. Not surpris­
ingly, physicians report feeling disi::onnected 
from mental health colleagues. 
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ot (•.•ardiac ;iiid i-atini.-r |-i;iti'iii.s f, ,[• mu .j, | 
Ul managing i;hroiiic iliiinvsns ••in ii .i.s .ji,;; 
and asthma. (.'•jllalior.iii"ii i...-uv.-.-ri ;.ni„.ir.' 
mcdical'surgit ai ami bi'havioril h'-.-ilih; n ••.. !- i -
allows the kind of .x-.T'linai-^-l - iim...: . r,. --. •• 
Itiat leads ti'i tiieasiiraljle iini-i-ii-.-uh : i • -.• : A', 
patient health. 

Tlieres .-inoiher re.-i.snii In li.ij, 

integrated i.iehver.- iv.sj.-in.s il-,.-;. r-- .>!•••••• •:• 
effective. .A range L'I i-'i nMdi-rs '.vnikini; ;n._',.i|i, 
under the same sc-t nf [inaiM.il .aid 'jn:- n 
incentives is mijre nffiiient. i\::< is ir-;- •.•••{ 
privately insured [jatic-ius. ,is wdl :i.s ;,.r ; cl lii 
p.'itients. 

.-\ligning diverse inlci'-st.s i-nii. u; ! 
needs builds accountability mi>. : ! i . -
for patients ami i.-rjnutiunities. :uid ilin-s.- wh > 
pay for care - insurers and eni[i|nvr-r-->. 'i'lu.. 
mtegrated approach makes gC'Ci'l pra( th ai vnsn 
because as healthcare markets man in'. 

. Traditional, fragmenteil '|e|iver>- s.vsirnis 
w-on't stand the ngors of an nrgaiiized t-u.Vi ;-
system. Instead, buyers will look for s.vsti--iiis tii.ii 
are capable of managing the hill range nf i-.iri-

. Fmiuicial incentives aligned .iiiii-Jir̂  h.i^iii-
tals, physicians and other providers -A-iil h--
required m order to effectively manage the mil 
range of healthcare services. F'rovidrTs -.MI! 
accept fu-iancial nsk for physical and beh.ivmr.il 
health under a range of contraci methods 

. Most insured indivirkuils. includmg IIKIS -̂
covered by government programs, will Im 
i?nrolied in some form of miinaged care pn igraiii 
.•\s managed care markets mature, ihev- nmvi-
from discounts to tiriancial risk-shariim m 
delivering a package of healthcare benehis 

• Physicians will seek larger integran-d 
healthcare organizations in wluch to practii.-
because larger groups are better alile i . . 
accept nsk. 

. Untraditional partnerships will i'r,riii 
whether betvveen hospitals .md iiiaiiag'-i 

WE 22 IRWIMfNIIODAY • FALL 1996 



.-afi ' r^i.lliiXal inib 'w • n ;nr-i,rn[ii ,nil 

i i n l - I n r - p l - n f l l i i l l i l l n s . ,.|- | „ . | \ v , . , . n ;|..s|,||.,|s 

md piivsii kills 1,1 n.ini'- jiisi ;i I'nw Tins wiW 
[111.-,Ill lhal '-nsi -iliifiHIL; is i-liiiiiii;itnd 

,\s t'ni|i.'!-:il ,111'! ^ ; , i | i - rns,,!!!"! .-s ,,|,:,.. 

m n f n . l l l i l l l l n t " ••.Ml', .. l l | [ , . i j r ; | | , . , | > \ s [ . . [ l i s 

' . \ ' l l l b'- l'n-,i ; M , i | | , , [ i , . , | I , , : i , : , ; i ; , i !n 

' - • : i " i : i s Mild • . - -ih.si - I i ' n , 

I ' i l l ' l l ' - [ i [ r . . l l i - i . l . i r - , . , ; | : | „ -

• : [ : _ 11 1 

I l i n f i ^ . l l ' n . l;n\',-nv.-,..|-. - . i i ; , ! , ] , . ,[ ,,•,'.•,•['S 

l l ^ O'.'I ' - . ISV I n : ' n l - ; i | 11111 | ; I ' . i i I | n n ; 11 p i U - I M n r -

. - l l l p S . U n l - k i l l t i l n \ l : i r , | | | l l , . m - j | n d d n | | V r | - \ -

.•.•>-si'-iiis is iii-vnrihn|nss wnrili ilii- nifnM 
ii'---aiise tlin\- In,id In ,1 liiiiiri^ Ul whii.li a 
lull raii--!e ..f lin.ilihi.:u-n prnviders wnrk 
ingi.'ilmr fnr iiniilihiei- |);iiiiiii.^ .nnl lu.'allliier 

Gordon M. Sprenger is 
lhe executive oiticer oi .Allma 
Health System in Minneapolis, 
Minn.,anot-for-protitintegi3ted 
healtticare system -.vith pro­
viders in Minnesota and 
Wisconsin. He received tiis 
M.H.A from ttie University of 
Minnesota He is currently sen/ing as ctiairman ot the 
board of trustees for the American Hospital Association. 

Mar1( Stutrud, a behavioral 
health service e.xecutive. is 
responsible for the adminis­
tration of behavioral health 
services throughout Allma's 
integrated healthcare system 
Stutrud CO-chairs the (Minne­
sota Behavioral Healthcare 
Researcn Consortium and is an active member of the 
Minnesota Behavioral Healthcare Coalition and the 
Nationai Leadership Council/Institute for Behavioral 
Healthcare 

lliiiri Vliss il SiiHilr issiii' 

SiilisiTilii'lijilin! 

; n r l l . i p s J.s | | l l | l . - h as 111 [ i n l - l n i l t , , f , h i i n 

'.'.'ll h ' " 'I I rniii.lin smnil'ii iiiii Iv IIIII.MU 
T l i n - i ' ai'n.ls i l l l l r i . -d n f l l M | i | - n ' . n l | | i ' I l I , i rn-

. 111. •:• -i.-in piifilin -.i-.varc-iii.'ss ilial i.K T.i 
U's ill '•liliilri-II , i l i i | :idn|nsrni|ls 

. lili.siirr ihiil pr>iIfS.Mi.|i;ils m-- adniiiL-.u,; |\-
iMIlii-l In rnr>,mii;.:n :ill-l l|-n;i| I II ' l ) 

• 1 'niiiiinriii'i lhe iiiisnnnrnpii,-i|is ,i[id 
s l u m , I .ISSni-la|i. 'i| ' . v i l l i l l i l . - d isn l ' l inr . 

l''n|-iiiii.iU.'|v. wt: an.' iiiwviim iji lhe r:L;|ii 
dirc'i.'iinii ill illl ,ii ihnsi.' aroiis. ,imi there is 
reasnii fnr npnmism .il.iniii iln-.' future • 

References 

\. Robins L,'i H6i:er j E.'.Veissinaii Mlvl .ji ji i:i'ei!iTie 
Pr-?:alPnce ol Suecmc P-i'/cniatnc Disorrlei3 m WM?,? Sites' 
J.'uiiies Jf .jendo Psvcf'Km'. /Ol -ll ngs 949-958 
C'.WJi 

2. Gieisi .J.H J Jelteison, J'vV .An.iet/ Disoraers 
ilr, GoWman. ilH -w feie-.v ol General Ps'/cr;airy. 
•Ull eu.) Appleton i Lanqe Norv/aik. CT (iqs 26'' 
119951. 

3. Riddle MA, el al. 'Doubie-Bimd. Ciossover tnal ot 
riiio<eiine and PlacetxD m Cliildren and Adolescents ivitfi 
Obsessive-Comoulsive Oisorder.' loufnji ot T̂e .Ainencjn 
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Make Plans Now 

San Antonio Hosts 
NAFBS Conference 
December 11-14 
h\ l)<i\ iil H<uij>iiUi 

T
he N.-\Fr3.S CoiitcrcMce 

C'oininillL'c cxpccls hiiiKlrL'i.ls ot 

famil)-hiisecl piaciiiiDMcrs. poli-

c\'inakci-s. |->ai-ciiis. adiiiii i islraiiiis. cdii-

calurs, aiul researchers troin across 

Noiih ,-\mei-iea lo converge on .San 

.•\ntoiiio, Texas. December 11-14. 1W6, 

tor lhe lOlh ,-\nnual NAI-li.S 

l-mpovvering Families Conreience 

Headtjuaneied at lhe heaLiiitiil .San 

Anionio Hyaii Regency Hotel on the 

River Walk, the conference site is per-

feclly siiiialed with an extraordinary 

view ol the riser and within easy vvalk-

t.Sc- CONFKRKNCE,/). 14} 

Ihc A///1,' Will lain Historic Districi i.\ 

one <>J the iimiix josciiniltiti^ uresis to 

visil ill Son .\iiti>iii(i. Ymi con rci;islcr for 

the .^AFBS Conference iisini; the 

l^cifistrotion Form on piiiic 15 <if this 

issue! 

MANAGED CARE AND FAMILY-BASED SERVICES 

Managing Managed Care for Families 
hv .John lliilchins 

M
.mageil care — the philo­

sophical and linaneiniz sys­

lem lhal has Iranslormed lhe 

|iri\ale heallh eare deliverv svslem in 

lhe United Slales — is rapidly movniy 

mlo social sei vices systems and the 

piibhcly-linaneed heallh care seclor. 

Wilhin lhe next decade. SO lo ^X) percenl 

ot Americans wi l l receive their heallh 

care ihrough managed eare ariaiige-

nienis. according to iiuliislry expert 

Monica Oss. a keynoie speaker al 

Decembei'"s Nalional .Associalion for 

Family-Based Services (NAFUS) 

Annual Conierenco isee sioiy al lell). 

Medicare now offers inceniives to 

seniors lo move inlo managed health 

care, and. under federal waivers, states 

are turning lo managed care eonlraclors 

lo help coniroi lhe rising costs i i 

Medicaid, which far oulsirip the privale 

heallh care nitlalion laie. NAFBS 

members working in nienlal heallh ami 

subsiancc abuse sei vices have been 

tiealing wilh lhe maiiageil care wave Ibr 

several vears. Child v-ellare and olher 

puhlic soeial services are iiisi be^ 

lo leel ils etiecls. |-|owe\ei. no public 

or pris ale health or social sei'\ ice 

agency wil l axoul ihe itiaiiaged care ie\ 

olulion in the nexl decade. 

The spectre ot' iiumaged care creates 

consiernalion among main ser\ ice 

proviilers used lo open-ended eniiile-

menls antl lee-for-ser\ ice arrangements. 

Howe\e]'. as Langley aiul Fieister 

( 194(-)) nole in their new managei.1 care 

guide loi' noii|')roril social sei'\ ice 

pro\iders (see Resources, p. 10). man­

aged cue is really only a lechnologv — 

like research, comptiieri/aiion. ami i.|ual-

ily assurance — lhal can eilher enhance 

or hinder the mission of public seclor 

agencies and other nonprofits. 
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(MANAGING,//-r)w p. I) 

What is Managed Care? 
Managed care seeks to coiUrol the 

cosl of delivering sei vices by changino 

lhe financial incentives ol deliverv sys­

lems. By limiting services lo those lhal 

are necessary and appropriate, by coor­

dinating the delivery of serviees, and by 

rewarding preventive care, managed 

care strives to cut the wasteful ovoriui-

lizaiion and inefficiencies of traditional 

lee-for-serviee systems while siill pro­

viding t|uahiy care. The principal 

financing mechanism of managed care 

is capitalion — lhal 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 

year fee. . \ i iis best, capitation encour­

ages proactive, preventive, coordinated 

services lo patients and clients in an 

eltorl to avoid more expensive remedial 

care later. In the early days of ihe man­

aged health care industry, managed care 

organizations (MCOs) assumed the risk 

of capitalion by enforcing slrict utiliza­

tion review o\er health care services. 

However, in recent years, MCOs have 

shilfed the burden directly to health care 

protessionals (whether individuals or 

groups) by rec|uiring contracted 

prov iders to accept the risk of capitation 

themselves — ehniinating tho need for 

utilization review. 

Managed Care and 
Social Services 

In a recent survey of state child wel­

lare serviees administrations, lhe Child 

Welfare League of .America found lhal 

41 ot 49 slates contacted are consider­

ing applying or planning to apply man­

aged care principles to ihe financing and 

delivery ofchild welfare serviees. 

Tweniy-iwo states are considering or 

planning to conlracl out all or part of 

iheir managemeni functions, including 

seven slates lhal would seek an outside 

vendor to deliver and monitor serviees. 

No stale indicated lhat tor-profit man­

agement organizations would bo exclud­

ed Irom submitting a proposal. The top 

three services thai stales indicated might 

be included under managed care are: 

lamily fosler care {5'-) percent i. residen­

tial treatment (.S.S percem). and group 

care i52 percent). 

The passage ot tetleral welfare 

reform legislation, which ends ihe wel­

lare enlillemenl and devolves adniinis­

lralive responsibility to the slates, has 

treed states to transform their wellare 

syslems. Many slales are considering 

privatizing pan or all of their wellare 

programs, which, in most cases, will 

mean some form ot managed care. 

.Several slates — including Texas and 

Wisconsin — have already begun 

accepting bids. The huge sums of 

money being discussed — million 

per year to run the entire Texas welfare 

operation, for instance — are attracting 

surprising new players to the table wlih 

little or no experience in social services 

administration, including .Andersen 

Consulting, Electronic Data Systems, 

Inc., and Lockheed Marlin. (In a clear 

demonstration of us inleresl m this new 

market. Lockheed Marlin recenily hired 

Michigan welfare commissioner Gerald 

Miller as a top advisor) .According lo a 

recent New York Times article, slate and 

counly officials lacing capped wellare 

budgets and slrict work and lime limit 

requirements find the idea of fixed-price 

contracts with corporations very appeal­

ing. 

A Philosophical Fit with 
Family-Based Services? 

At first blush, managed care, wiih its 

cosi-conscious, boiiom-line orientation, 

would seem to have liitle in common 

with the principles of the family-based 

services approach — comprehensive, 

coordinated, community-based, cultural­

ly-relevant serviees lhat empower fami­

lies. However, Claiininfi Children, the 

newsletter of the Federalit)n of Families 

for Children's Mental Health, suggests 

Vol. 5, No. 2 Soveiither /W) 

that managed care offers opporlLinities 

to create a comprehensive, communitv-

based specirum of serv ices that is better 

integrated. A successful managed care 

approach to health soeial services 

would: 

• control costs and monitor etfeciive-

ness, 

• coordinate services into a netwoik 

— thai is. iniegrate i.lis|oiniei.l ser­

vice systems (child wellare. educa­

tion, mental health) and separate 

lunding sources (federal, state, and 

local), and 

• iniegrate services to provide wrap­

around care to children and their 

tamilies at home (.Adams. 

At the same time, managed care 

appears to present greater risks tor some 

populations. ,A recent study published 

in the .loiinml o/ the . \niernan Mcdn ol 

Association found that elderlv peo|ile 

and poor people who arc chroiiicallv ill 

lend lo tare worse in health mainienance 

organizations iHMOs) lhan in conven­

tional tee-tor-serv ice plans (.letfrev. 

1W6). The managed care indusiiy dis­

agrees wilh the findings. ,ind these 

researchers themselves also found lhal 

care tor average patients was compara­

ble betw een HMDs and tee-lor-serv ice 

arrangements. 

For managed care to fulfill its poten­

tial as an agent for improved services 

for families, ftmiily advocates must plav 

an important role. The Insutute for 

Family-Centered Care, which promotes 

family-based services for children wiih 

special health care needs, warns thai 

tamilies and family-based professionals 

must make sure that managed care com­

panies provide access to adequate pre­

ventive and support services, encourage 

collaboralive relationships between fam­

ilies and providers, and ensure lhat tam­

ilies have a real voice in defining quali­

ty and shaping managed care systems. 

Several nalional membership organi­

zations, including the Fedeiaiion of 

{See MANAGING./). 7) 
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Families for Children's Menial Heallh 

and the Child Wellare League of 

America, have recently published sets 

of principles lo guide managed care 

companies and family advocates as they 

design new heallh and social service 

managed care systems. 

•"NAFBS is committed lo helping 

family-based service providers and their 

clients deal with the changes lhat man­

aged care will continue to bring to 

human services." says Steven Preister. 

NAFBS executive direcuir For 

instance, he noted lhal the 1996 NAFBS 

Annual Conterence in December will 

highlight managed care issues (see p. 1) 

and the I99S NAFBS Educators' 

Inslitule will fiKus on lhe role lhal pro­

lessional schools have in preparing fam­

ily-based providers for managed care 

(see p. S). The NAFBS Board of 

Directors has also begun providing 

managed care iraining to state asscxia-

lions and has created a Managed Care 

Task Force to gather information aboul 

managed care penetration in human ser­

vices and to develop a plan lor further 

assisting NAFBS state associations and 

individual members (see bo.x al right). 
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Call for Information on In-Home Services 
The Nalional Association for 

Family-Based Services (NAFBS) 

Managed Care Task Force is seeking 

information trom NAFBS members 

providing in-home services aboul 

their relationships with insurance/ 

managed care companies for use in 

preparing Iraining materials for state 

associations. Please send your 

responses to the tollowing questions, 

along with any contraci formats, 

treatment plan formats, and outcome 

measures that you have found useful, 

10 Steven Preister, NAFBS Executive 

Direclor, 6824 Filth Street, NW, 

Wa.shington, DC 20012. 

I . Is lhe in-home program in which 

you are involved collaborating 

wilh any insurance companies tor 

the provision ot in-home services'.' 

• If yes, what kind ot in-home 
services are insurance compa­
nies interested in ' Menial 
health related'? Correctional 
issues'.' Others.' 

• What kind ot conlracl was nego­
tiated with insurance companies 
in order to balance the special 
needs ot in-hi)me services, such 
as travel, tlexible hours, intensi­
ty, and irregular staffing pat-

• What kinds of treaimeni plans 

and prior authorization inocess-

es are being requested by these 

companies.' How are you inte­

grating individual diagnosis and 

family-centered services in 

these plans ' 

• Are insurance companies 

demanding specific staff cre­

dentials' 

2. Is the in-home program in which 
you are involved collaborating 
wilh local departments of human 
services for lhe provision of in-
home services through managed 
care arrangements ' 

• If yes, whal in-home models are 

they interested in ' Those lhat 

prevent foster care'.' Group 

care ' Residential care ' Other 

models' 

• What kind of contract, if any. 

was negotiated between your 

program and the human ser­

vices department'? 

.V What kinds of outcome measures 

are you using in order to meet the 

requests of either insurance com­

panies or human services depart­

ments'? 

terns 
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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 w i l l also find this book useful. 

One of the dangers inherent in writing a book about an 
emerging phenomenon is that future events w i l l 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 ofchild 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 w i l l 
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. 

DAVID EMENHISER, ED.D. 

January, 1995 

EXECUTIVE SUMMARY 

One must never lose time in vainly regretting the past, nor in 
com plaining about the changes which cause us discomfort, 
for change is the very essence of lite. 

—Anatole France 11883] 

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 oflen 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 olher 
sectors of the economy: corporate downsizing, bank consolida­
tion, and insurance company mergers. To assume lhat child 
welfare and children's mental heallh agencies w i l l nol 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, i l wi l l likely become 
universal. Like the aftermath of any olher revolution, some of 
what existed before w i l l be swept away. Some child welfare 
agencies wi l l not survive the transition; olhers wi l l survive only 
as parts of other organizations. The managed care revolution 
differs from past innovations—deinstitutionalization, parma-
nency planning, and family preservalion—thai largely resulted 
from internal efforts to reform the field. This revolution is being 
driven by external forces. In this sense, i l is comparable to the 
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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 good news is that, like all revolutions, this one w i i l create 
a number of opportunities for agencies. For those agencies that 
prepare for and decide to embrace the new reality, a host of 
possibilities w i l l 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 governmeni expenditures. 

What is Managed Care? 

Three major activities characterize managed care systems: ( l ) 
arrangement for the delivery of services, (2] review ofthe quality 
and appropriateness of the services provided, and (3) reim-
bursemem 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 ofthe 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^hare 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 clieni access to 
specialists and other plan service providers. 

In addition, managed care companies use a variety of reim­
bursement syslems 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 sel 
monthly amount for each individual enrolled in the plan, in 
return for the provider's agreement to provide a range 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 enroUees to use member ser­
vice providers by allowing enroUees to obtain services with 
little or no copayment inside the managed care network, and by 
requiring significantly higher copayments from enroUees 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 concepts. 
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Managed Care and Mental Health Care Services 

Most managed care companies offer some form of mental health 
coverage for their enroUees. The costs of mental health care, 
however, have been more diff icul t 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 treatmenl modalities. Man­
aged care syslems tend to limit their clients' use of mental health 
services by requiring a physician's referral and out-of-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 § l l l 5 ( a ) of the 
Social Security Act that allow states to use managed care as a 
Medicaid "research and demonstration" program. The f i f th 
option—§1115(a) waivers—has generated most ofthe attention 
recently as slales 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 
stales thai have received §1115(a) waivers, some themes are 
evidenl, such as eligibility expansion, the use of cosl sharing 
with consumers and risk sharing wilh service providers, and 

' increased managed care enrollment. A number of questions 
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have been raised by such innovative application of waivers, 
including concerns that^if t ing_financial risksjo service pro­
viders rpay actually create a_disincentive _m serye_, and lhal 
clinicalTecisions are beingjnfluenced by cost. 

Implications for Child Welfare Agencies 

Child welfare agencies in stales that are moving toward adopt­
ing a managed care system must not hesitate lo address a number 
of practical and strategic issues. The inclusion of special-needs 
populations in managed health care plans offers a number of 
advantages for clients and agencies, including expansions in 
early diagnosis and treatment, increased flexibili ty in treat­
ment and new sources offundingforcommunity-based services 
such as wraparound. Managed care also poses risks, however, 
especially for children with the most intensive service needs, 
who require comprehensive, long-term, and oflen expensive 
treatment, and whose placements in care are oflen quite tran­
sient Child welfare agencies must ready themselves by analyz­
ing how the goals of managed care can be met wi thin the 
framework of their agencies' mission, creating compatible ser­
vices and pricing structures, and comprehending legal issues 
regarding contracts and liability. It is during this interim period 
that child welfare agencies have both an opportunity and an 
obligation to work with MCOs to insure that the special and 
complex needs of their agencies' clients are met ihrough 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 thai are nearing lhe point 
of transition from a fee-for-service lo a managed care environ­
ment. During this transition, the very survival of the agency is 
at stake. Agencies must begin now lo 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 ihrough 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. Wilh 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 mosl 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 
oul-of-home care sellings, 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 lo 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 treatmenl options lo offer "one-stop shopping" 
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for families and children in need of treatmenl services. 
MCOs will be attracted to agencies lhat have services 
available 24-hours a day, that respond quickly to a crisis, 
and lhat cover a wide geographic area, especially those 
that have a number of regional outpatient offices to en­
hance accessibility. 

2. Agencies should emphasize programmatic unity and ease 
of client transfer lo "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. Agencies should consider unifying and streamlining their 
admissions processes to speed response time, eliminate 
multiple points of entry, and create an agencywide admis­
sion criteria. In a behavioral care setting, agencies wil l 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 lo 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 wilh broad implications for 
child welfare agencies are the implementation of computer 
networks, utilization review, and partnerships. 

Much ofthe innovation demonstrated by MCOs is tied lo the 
sophistication of their computer networks. Agencies lhal de­
velop or expand their networks will be able to speed their billing 
processes and limit the staff time dedicated lo clieni 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 lo the implementation of utiliza­
tion review systems, best practice standards, and "brief therapy 

modalities. With a generous amount of Iraining and guidance, 
the majority of therapists wi l l be able lo make the transition. 
Some, however, wi l l nol. This latter group can create an internal 
challenge lo 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 wi lh others that 
provide the services it lacks (e.g., chemical dependency, adult 
mental heallh, 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 lo ride out the storm 
of the transitional period. 

1. Internally, or wi lh the help of an accounting f i rm, 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 lo 10% to 15% of the agency's annual budget is 
probably adequate. Discussions with the bank about the line 
of credit should begin before the funds are needed, 

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

4. .Agencies wilh endowments or real property assets w i l l 
have a substantial advantage during the conversion pe-
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riod Boards, however, should be prepared for lhe possi­
bili ty of selling unused land or dipping inlo 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 budgel 
from private sources and apply their granl writing capa­
bil i ty to secure local, slate, and federal funds w i l l find 
these efforts pay great dividends during lhe conversion 
process. 

Pursuing Competitive Advantage 
In the competitive environment of managed care, nonprofit 
child welfare/children's mental heallh agencies have a number 
of advantages over for-profit and government-sponsored pro-
V derl Nonprofit agencies have learned to provide cosl-effec-
tiVe services that generate income, whereas public agencies are 
often dependent on the size of the governmeni allocation and 
the taxpayers' commilment lo the population they serve^ Non­
profit chi d welfare agencies have skills and nexibiUty that are 
L r e in keeping with the private sector than do public sector 
aoencies such as mental health centers. 
^Nonprofit agencies are familiar wi th the Medicaid-eligible 

clientele, and have long histories of serving abused or neglecled 
children, children with emotional handicaps, and their fami­
Ues. Furthermore, they have mission-directed staffs hat 
committed to the values of quality care and Irealmenl. Thes 
values are imbedded in lhe fabric of the organizations, no 
dictated by government regulation or mol.valed by the pursuit 

"^Nonprofit agencies have a substantial advantage in thai their 
prices are usually lower than those of government-sponsored 
L n t a l health ceniers, and substanlially below those of for-
profits agencies and hospitals. Many nonprofit agencies own 
their facilities and have financial reserves or endowments lhat 
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lower operating expenses and provide an important cushion. In 
addition, an important niche market in the new order w i l l 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, i l wi l l nol be eliminated, as it provides a 
less expensive allernative to inpatient hospitalization. 

Finally, nonprofit agencies have a long history of community 
service and visibility, resulting in a measure of credibility and 
legitimacy that w i l l be attractive to MCOs and w i l l provide an 
advantage over for-profit and government-sponsored service 
providers. 

Marketing 

All of an agency's preparation and positioning w i l l be for naught 
unless i t 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 lo 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 w i l l 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 al 
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 paymeni models, in existence for more lhan a 
decade, were developed to give insurance companies and em­
ployers the ability to predict their health care costs for an entire 
year. Simply put, capitation means that an insurance company, 
MCO, or service provider sets a fee per member/client lo 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 heallh care carve-outs, the payer (an MCU, 
insurance company, or employer) pays the service provider a fee 
per member, per month, in the range of $1.50-55.00. 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 number ofenroUees in the plan. Generally, the higher 

the number of enroUees, the lower the paymeni. 

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 expecled 
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 lo mailer to 
the payer (who pays a set monlhly fee regardless of use), it can 
matter in the long run. If a service provider's inpatient utiliza­
tion is too high, over time the provider wi l l either need to ask the 
payer for a rate increase or w i l l 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 nol the payer's proposed capitated 
rate is realistic, agencies seeking to provide services should 
obtain utUization and cosl histories of plan members. Armed 
with this informaiion, service providers can then determine the 
number of clinical events per 1,000 enroUees (the standard 
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measurement unil 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 mosl 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 nol 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 syslem engages families in appropriateservices. Though 
those services may include brief hospitalizations, more often 
than not less restrictive services w i l l 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 orgroup 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 wilh organizations providing adult ser­
vices, and jointly seek the capitated contraci. Under such ar­
rangements, one of the organizations holds the contract and 
subcontracts wilh the other. The organization holding and 
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managing the contraci receives compensation for taking the lead 
role, assuring contract compliance, and managing the risk. 

Determining the Level of Risk 
If the number of enroUees is low, capitation payment rales 
should be high. Capitalion contracts are generally determined lo 
be too risky if lhe total number of persons covered is less than 
25,000. When the population lo 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 ofthe MCO. It is safe to 
assume that MCOs are primarily interested in obtaining (1) 
reasonable capitation fees, (2) long-term contractual relation­
ships, (3) service providers wi lh sound reputations, and (4) 
service providers with sufficient resources to accept some f i ­
nancial risk. While nonproUt 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 cosl provider in 
their market. Some for-profits with extensive oulpalienl capa­
bil i ty 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 that is in the 75lh percentile 
ofthe markel, and lhal emphasizes their quality and capability. 
In some markets, competitive pricing may keep rales 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 successfuUy to a managed care environment, agency 
leaders and their staffs need lo 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 
o partnerships lhan the usual clinician-client relationship. 
Flexibility in scheduling appointments (including providing 
weekend and evening hours), and candor a b - t treatment mfor­
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 their services from a child welfare organization w i l l 
compare ils business offices with those of hospitals and phys.^ 
cians Fee-setting and coUection procedures should be of high 
quality, and should convey an organizational chmate that re-
nects concern and compassion, combined with a strong sense of 
business acumen. The physical plant should b ; "^^^"^ .̂̂ ^ .̂̂ ^ '̂̂ ^^ 
level of quality that is 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 
ChUdren and their families identify the specific problems that 
are mosl urgent. Timelines have to be agreed upon, and parents 
need to be informed at intake as to what is expected from thern^ 
Capitated contracts assume that interveniions w i l l be brief and 
problem oriented. The administration of an agency should not 
enter into a capitated contract if it is nol wil l ing to adopt a brief 
Iherapy and leasl restrictive treatment philosophy. 

Clinical staff in mosl nonproUt child welfare/children's men­
tal health organizations have lo accept the reality that services 
wil l have to be denied or discontinued in some cases when the 
insurance conlracl does not provide adequate coverage, even 
though there is need. Provider organizations may choose to 
provide additional services to the clieni on a fee-for-service 

basis including a sliding fee scale, if funds are available to 
bsidize that L e and treatment. The utilization manageme^^ 

staff should take the lead in helping clinicians identify allerna 
live treatment options for difficult cases. 

Summary 
Capitation payment models are not appropriate for many orga-
n zations because of the inherent financial risk - v ^ -̂ ^̂ ^̂ ^̂ ^̂  
cnrnP larce multiservice/multisite organizations and other agen 
c eTabi? 0̂ ^̂ ^̂ ^̂ ^̂  wi lh agencies that provide complementary 
T v i c e s may find capitation service contracts advantageous. 
This is especially true for child welfare organizations lhat have 
L v L t e d sT̂ ^̂ ^ in community-based, brief treatment ser-

vices. 

Ctiaptei 4: Case Studies 
Chapter 4 contains brief descriptions ot e.ghl agencies in s,x 

?a e's that have to.aiiy o, partial, , ° 

Sri:^-r=c:-^:rf=q 
; e'als h o i each execoiive addressed .ssnes o! s.aft and board 
; r . l : L n t , „ t h e c o n . e r s r o . P e r h a p s . ^ ^ ^ ^ 

: t a r e r a ' r r a n 7 r r ; ; : d i r " o n h e , o , u ^ r e o , c h , , d „ e , t a r e 

aoencies in a managed care environment. 

' w h le not every agency fits one mold, some common themes 
among he ighl Ige'ncies that were studied emerged lhal may 
hTlp to explain their success thus far with managed care. The 
t u d g l f these agencies ranges from $7 million to $70 million^ 
wUh^n average approaching $10 - ^ ^ - ^ - ^ X ^ ^ 
the resources and economies of scale needed " ^ ^ 
aged care environment. The e ig l . ^ e i ^ e s 

^^y n : • S r ^ e r : . : : ; : ^ a g e n c y that has 
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Z T o esldentlal and. in some cases, inpatient psychtatric 
T r v i e" M l s r : „ i v e r s a , „ . the agencies ^escrib^d in Chapter 

:—r::raXTetpe-"̂^̂^̂^̂^ 
^ ; , l - : l r r p e r . = ^ r e r e : n ^ r r ' = ^ 

nd trust With the greatest challenge coming from the ranks 
0? h ap s s ri^d residential staff. Each agency is strugghng or 
ha s ruLled with the customer service, utilization review and 

a r s f s e ^ ^ aspects of managed care. Fina V- - d perhaj^^^ 

take heart however. While there are many similarities an^ong 
the e 5 agencies, there are also substantial differences. Each 
a l y pro' le reveals a different course taken in response to the 
h eats and opportunities of managed care. For some agenci s 
t i e t ^ t al pursuit of managed care resulted from a trauma ic 
event such as the potential closure of their residential program 
:rtJeir:tate's rapid implementation - n a g e d care contrac^ 
Some of the agencies were or have become affiliated with 
hospitals, while the majority independently pursued managed 
care Some agencies took advantage of their board contacts to 
u her their marketing and implementation efforts; others h d 

s board involvement. Some of the profiled agencies negot -
ated capitated contracts; others pursued contract provider sta-
lus with a number of MCOs. 

One of the mosl interesting dichotomies among the agency 
executives is the range of opinions about the future impact of 
ma"a ed care on child welfare agencies. Those executives whose 
pursifil of managed care resulted from their own search for 
addUional funding sources and new ways of enhancing quality 

tend to be optimistic about the future of child welfare under 
managed care Those executives who reside in slates where gov­
ernment officials are initiating managed care to contain costs tend 
to question the state and MCO commitment to providing qual.t> 
and are concerned about the future of child welfare agencies. 

Agency executives tend to like control -when the locus o 
coniroi is beyond their inUuence, they become concerned about 
^he motives of those who have the power to 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 - aUty ' w h ^ 
does the future hold for child welfare agencies in a "^^"aged care 
environment? What are some of the emerging issues that execu­
tives and boards must address? . ir 

One of the key issues is the survivability of child welfare 
agencies, given their current organizational structure and pro-
gLmma ic focus. While there is certainly a threat to the futur 
V ability of organizations, a number of opportunities also exis 
; 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 l 
survive foreign competition and customer demands for quality. 
While MCOs w i l l , in the near term, emphasize low^cosl services 
and interveniions, over time, the emphasis w i l l shift lo quality 
and customer satisfaction. _, 

Two other key points are offered: the need lo invest n 
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 Chiid Welfare Agencies 
As managed care continues to evolve and becomes the predomi­
nant service delivery model, child welfare agencies can anlici-
pate a range of challenges as they plan for the future. These 

I 
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challenges wil l include shifts in service delivery philosophies' 
mcreased emphasis on prevention and early intervention ser­
vices; growing competition from for-profits; integration and 
coUaboration 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 wi l l have the opportunity to use the unique 
challenges of managed care to redesign the basic structure of 
their organizations. These opportuniUes include a new empha­
sis on data coUecUon and outcome measures, and the communi­
cation of these findings to payers. Managed care w i l l 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-
icated 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 
ofthe agency. Finally, agency executives and boards are encour­
aged to reassess their agency's physical assets, particularly real 
property nol 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 

In a managed care environment, increased pressure w i l l also be 
fell by agency trustees. The relationship between CEOs and 
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boards w i l l change as both begin lo 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 greal Uex-
ibil i ty 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 
wi th some protection for the career risks associated with the 
diff icult judgements that w i l l have lo be made. Furthermore, 
board members' traditional role of securing private contribu­
tions w i l l need to be reemphasized, given the importance of an 
endowment and an independent source of funding to the agency's 
mission and survival. 

A Closing Thought 

Child welfare agencies have traditionally emphasized clieni 
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 

There is no good in arguing the inevitable. The only argument 
available with an East wind is to put on your overcoat. 

—James 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 w i l l 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 
heallh care, mental health care, and social services through 
managed care approaches. 

At the same time, managed care has become an integral 
component ofthe national and state focus on health care reform. 
Many questions are being raised about the form that health care 
financing and delivery w i l l take in the future and the impact it 
wi l l have on providers, clients, olher 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 
musl be knowledgeable about i l . its terminology (see Appendix 
A), and the forms i l takes in the private sector as well as wi lhin 



2 Managed Care 

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 w i l l 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 objectives—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% ofthe 
GNP; and by 1993, they had reached almost 14% of the GNP 
[Abramowitz 1993). By the year 2000. health care costs are 
expected to reach $2.3 tri l l ion or 17.3% ofthe GNP [Abramowitz 
1993]. The spiralling cost of health care appears to be the result 
ofa number of factors—increasingly sophisticated and expen-
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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 ofthe financial risk in providing services is shifted 
from the payers to those who provide services by prepaying 
those providers on a set-fee basis. Ifthe 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 lhat, 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 heallh 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 oflen 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 lo 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 syslems 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, treatmenl 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 
elements are 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 mosl of their services ihrough a 
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primary care provider. This provider must approve referrals 
to other providers, including specialists. Unlike fee-for-
service systems, in which the client/patient may obtain 
services from different providers without any prescreening, 
managed care limits choices. 

• Arrangements wi th selected providers to furnish a compre­
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 nelv\'ork of high 
quality practitioners who cover a fu l l 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 wi lh providers, purchase olher 
organizations with networks already in place, or rent 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 slandards may 
be based on those developed by independeni entities that 
set professional standards or on communiiy practice stan­
dards. 

• Reimbursement mechanisms. Managed care companies use 
a variety of payment strategies lhat tend lo 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 plnn. 
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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 
paymeni for each service. 

^. Fee-far service: payment for service as billed by the pro­
vider. Though nol 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 u t i l i ­
zation review. Managed care companies formally review 
quality and appropriateness of care, both to 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. Is the care medically necessary and appropriate in terms of 
both frequency and length of service? 

2. Is effective care available at a lower cost? 

3. Do patients improve because ofthe service? 

• 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 wi lh 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 
enroUees to obtain services only from the selected network 
providers. Services received from providers outside the nel-
workmustbe paid in ful l by the enroUee. Increasingly, however, 
HMOs are becoming open ended—allowing enroUees to receive 
some reimbursement for services obtained from nonnelwork 
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 wi th 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 lhat exists wi lhin 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 al 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. 
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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 lo control than general heallh care costs. They point lo 
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 heallh care portion of the 
plan. Alternatively, many multiservice HMOs include mental 
health care services wilhin their benefil package. Mental health 
care services offered ihrough managed care plans vary widely, 
bul may include outpatient mental health services, home-based 
services, day treatmenl, therapeutic family foster care, residen­
lial 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
tion or day treatment. More lhan 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 syslems may include mental heallh 
ca re serv ices, they lend lo limit their avail ability through the use 
of several mechanisms. 

• Conditions for receipt. A plan may require a physician's 
referral prior lo the delivery of services, prior authorization 
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by the plan, or a determination lhal the clieni w i l l be 
responsive lo short-term treatmenl. 

• Coverage limits. A plan may l imit the services lhat can be 
provided in terms ofa designated number of visits/days per 
year, an annual dollar l imit , or a lifetime coverage l imi l . 

• Copayment requirements. A plan may require out-of-pocket 
payments per visit/day or as a percentage of lhe lotal 
charges for services. 

A number of trends appear to be developing in the provision 
of mental heallh 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 syslems in place to 
address the effectiveness and efficiency of the services 
provided. The level al 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 lhat processes focused on quality assur­
ance alone w i l l no longer be sufficient for managed care 
companies. Instead, managed care systems have begun lo 
use specific indicators of the actual difference that treat­
ment makes lo consumers. Companies now require that 
providers measure and establish clinical effectiveness in 
terms of improved mental heallh functioning. 

• Consumersensitivity. Increasingly, consumers are involved 
with payers and service providers in the area of mental 
heallh care services. They are playing a greater role in 
deciding what, whore, and how mental health cure si.!rvicL's 
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, stale-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. 

FinaUy, prepaid health plans (PHPs) provide services under 
contract wi lh the slale 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 managemeni (PCCM). In PCCM programs, a primary care 
physician directly provides heallh 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 monlhly fee for case management services. Primary care 
physicians acl as gatekeepers for any and all additional services 
that the patient needs. 

Managed care arrangements for the delivery of Medicaid 
services vary in a number of ways. The plans may cover different 
Medicaid-eligible groups. For example, in all stales that cur­
rently have managed care arrangements, AFDC-eligible indi­
viduals are included wi lh in 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 plan as an optional Medicaid service; slale plan 
exceptions that allow the development of voluntary capitated 
service delivery programs; freedom-of-choice waivers under 
which the federal government permits slales lo 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 or as 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; 
skiUed nursing facility (SNF) care; early and Periodic 
Screening, Diagnosis and Treatmenl (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. 

HMOs al so 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, 
inpatient psychiatric services to individuals under agt' 2 1. 
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Targeted Case Management Services 

Within their Medicaid programs, states may choose to include 
targeted case managemeni services—an optional, federally al­
lowable Medicaid service. When designing targeted case man­
agement services, stales are free to define certain populations or 
certain geographical areas ofthe 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 
stales to design innovative managed care delivery systems, 
through which Medicaid beneficiaries voluntarily choose to 
enroll in capitated service delivery plans. Some states have 
exp lo red theuseo f§1915(a )a sawayof creating health care and 
social service HMOs that would provide a broad range of ser­
vices lo defined subgroups of Medicaid beneficiaries (such as 
children in stale-supervised care), and would use capitalion as 
a reimbursement mechanism. As of this writing, §1915(a) has 
nol been used in this manner. As states turn increasingly to the 
use of §1115(a) (discussed below), it seems likely that §1915(a) 
wi l l 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 eUgible for medical assistance [under 
Medicaid]...may obtain such assislance 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 slales give Medicaid recipi­
ents the same access to services as persons wilh private insur­
ance, and prevents slales from "locking in" or limiting access of 
Medicaid beneUciaries to health care providers. 

Section 1915(b) of Medicaid law allows slates lo implement 
managed care programs by waiving lhe freedom-of-choice re­
quirement. If a state obtains a waiver, that is, approval from 
HCFA to limit consumers' choice. Medicaid beneficiaries can be 
required to use those providers identified by the state. Freedom-
of-choice waivers have been used in several slales lo require 
certain Medicaid beneficiaries to enroll in HMOs or PHPs. 

Section 11151a) Waivers 
Increasingly, slates are designing Medicaid managed care pro­
grams through §1115(a) waivers. Section i n 5 ( a ) of the Social 
Security Act permits stales, with approval from HCFA, lo con­
duct "research and demonstration" programs lhat depart from 
federal Medicaid rules. Under §1115(a), slales may operate their 
Medicaid programs in ways that vary from federal statutory 
requirements, as long as the new program is "likely lo assist in 
promoting the objectives" of the Medicaid program, and the 
fiscal impaci for the federal governmeni is budgel neutral. Many 
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 nexibilily to establish their own Medicaid eligibility 
rules, service coverage, and provider arrangements. Most im­
portantly, these waivers permit slates to restrict Medicaid ben­
eficiaries' health care delivery options by requiring them to 
enroll in managed care plans on a statewide basis. 

Three themes are evidenl in the programs developed by slales 
that have received approval for §1115(a) waivers thus far:* (1) 
eligibility expansion, (2) cosl sharing, and (3) managed care 
enrollment. 

E l i g i b i l i t y g e n e r a l l y has been e x t e n d e d i n a l l w a i v e r s ta les lo 

• In 1993, six states were approved for §1115(3) waivers Oregon, Rhode island, 

Tennessee, Kemucky, Hawaii, and South Carolma 
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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 ofa 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 lo 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 cosl of implementing those decisions. 
Equally imporlanl 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 populations and individuals in 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 wilh a solid understanding of the issues that 
managed care rai ses for the child ren, young people, and families 

* All states approved for a §1115(a) waivenn 1993 have managed care features 
with the exception ot South Carolina. 
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Figure 1 
Managed Care Features of §1115(a) Waiver Programs 

State 

Kentucky 

Program Start Date Managed Care 
Features 

TennCare 01/01/94 All beneficiaries must 
enroll in one of 12 con­
tracted HMOsor PPOs. 

Oregon 02/01/94 All beneficiaries must 

Health Plan enroll m one of 16 capi­
tated health care plans 
or With a primary care 
case manager. 

Rite Care 04/01/94 All beneficiaries must 
enroll in a capitated 
heallh care plan under 
contract with the slate 

Heallh QUEST 07/01/94 All beneficiaries must 
enroll in a capitated 
health plan under con­

tract with the state. 
There are separate 
plans for dental ser­
vices and mental 
heallh. 

Medicaid 07/01/94 All beneficiaries musl 

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. 
With regard to children 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 wil l choose the heallh care plan for the child—the 
parent or the slate? 

• Which managed care plan w i l l be the child's plan—the 
parent's, the foster parent's, the state's? What plan w i l l 
apply upon reunification? 

• How wi l l care be provided for children whose placements 
are highly transient? 

• How wi l l the child's mental health and developmental 
needs be met? 

• Wil l 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 lhal fail lo lake 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 enrollment and services that fail lo 
take into account the transient placements ofchildren in care. 

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

• How w i l l 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? 

• Which MCOs w i l l 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 lo be avoided? 

• After taking into account the fu l l cost ofthe service, depre­
ciation costs, and the risk of not being paid for services 
rendered, what price w i l l 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, bil l ing, and 
collections; and accounting for other factors such as delay 
in the receipt of insurance payments. 

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

• Which professionals w i l l be certified providers under the 
managed care program? W i l l 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 lo see their agencies as important components of 
provider networks. MCO benefit packages need to offer the 
skills and expertise lhat 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 inlo 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 lo 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 lo, 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. 

References 

Abramowitz, K.S. (1993). Changing trends in health care delivery. In P. 
Boland (Ed.), Making managed health care work (p. 25). Gaithersburg, 
MD: Aspen Publishers. 

Boland, P. (Ed.). (1993). Making managed health care work (p. 10-11). 
Gaithersburg, MD: Aspen Publishers. 



20 M . i d i i i j i j d C a i e 

i I I I ' l ' i j M r i i i c i i i ' i .111.1 •!•••: : ! i : : i . : i i i l i - i u i i i 

' .::•".] I "ll • T M N H , M I i l l I ' . . : \ I . ,11 .,1.11,111; 

l . - i i n l i ' M r. .\ I I.l 111.-\ K I T ' ^ i ! j i />• : u ; i l t h .•..•/•(• I p . •» i 

l i . i n i : i - - i ! I i s .s i ' \ ' - I l . l ^ •̂  i ' 11 i 111 s ii r.';-

I . . -VV. . I I . I i 1 l i H . l ) . Q u i ' l t ' d m . s . i ' i r . ' . i. j , .Si iMr.- \ \ l l ' i f i J ) 0 ' . ' U . / . i . / > 

11). h ' ) - i I . \ , - \ v Y u i ' k . T i M i r l i . n.ik.-;. 



Managed Care and the Child Welfare System 
from 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 ofchild 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 opponunities 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 
reimbursement. 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 issues, which pose the potential for new areas of liability. 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-pany 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 agencies who join 
the alliance. 

In 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. 
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U.S. DER^RTMENT OF HEALTH AND HUMAN SERVICES 
Substance Abuse and Mental Health Services Administration 

Center for Mental Health Services 

PRINCIPLES FOR SYSTEMS OF 
MANAGED CARE 

The Substance Abuse and Mental Heallh Services Administration's Cemer 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 senous 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 wnh mental health care needs with other 
health care needs; 

• fostering the development of linkages and parmerships among and between cntical 
stakeholders such as constimers, femily members, advocates. Federal agencies. States, 
counties and local communities, natrve Amencan tnbes, purchasers, managed care organi­
zations, and providers working within managed care systems; 

• providing training and technical assistance to ail 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 
eflfective clinical and support services to promote a high quality oflife 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 heaith care financing and organization make it imperative that 
all stakeholders work collaboranvely in an effort to deliver accessible, appropnate, comprehensive, 
culturally competent, cost-effective services of the highest quality. 

Policies and pracuces should address the concems of all stakeholders in the system and ultimately 
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 pnvate sector system 
integration occurs. 

QUAUTY OF C A R E 

Managed care systems should: 

• treat all persons with respect and dignity; 

• be based on "best practices." model programs, 
innovation, and connnuous 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 restnnive and 
most natural setting possible and built on the 
strengths of the consumer and fiunily; 

* establish credential veniication programs, assess 
cntical provider skills and competencies, and 
provide necessary training to &cilitate human 
resource development; 

• provide mechanisms for resolution of provider 
disputes; 

• ensure that services for adults directly include a 
continuum of care consisting of, but not limitwfl to, a 
comprehensive amy of flexible community living 
supports including prevention, treatment, rehabilita­
tion, support, psychiatric rehabilitation, intensive 
case management residential treatment, ciisis, and 
self-help services and also provide eflfective linkages 
to other health and social services; 

• ensure that services for children directly include a 
"wrap around" approach consisting of, but not 
limited to, flexible, individualized, strengths-based, 
&mily-driven services incorporating respite care, 
case management, day treatment, recreational 
support, and other non-traditional home and commu­
nity-based services and also provide effective 
linkages to other health and social services; and 



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

C O N S U M E R P A R T I C I P A T I O N A N D 
R I G H T S 

Managed care systems should: 

• meaningfully involve consumers and fimily mem­
bers in the planning, development, delivery, evalua­
tion, research and policy formation of inanaged 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 responsibilities; 

• 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-
help groups and protection and advocacy organiza­
tions; and 

• ensure that confidentiality and privacy of consumer 
health care information is protected at all times, 
particularly as electronic information systems 
develop and expand. Release of specific infonnation 
should occur only with a signed release from either 
the recipient of services or their legal guardian/ 
representative. 

A C C E S S I B I L I T Y 

Managed care syslems should: 

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

• provide education about mental health benefits and 
ways to 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 panicipants that are not available 
through managed care system provider nerworks; 
and 

• ensure contmtiity of care during transition from the 
current system to managed care environments and 
among different managed care systems as contracts 
change. 

A F F O R D A B I L I T Y 

Managed care systems should: 

• provide affordable interventions at all levels of the 
continuum of care to reduce the prevalence and/or 
seventy of mental illness and resulting disability 
through early prevention and identification of nsk 
factors; 

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

• provide appropriate mechanisms for consumers who 
want to seek care ft^m providers who may be 
outside the esublished networks. 

L I N K A G E S A N D I N T E G R A T I O N 

Managed care systems 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, 
criminal justice and long-term care systems; and 

• assure linkage to critical services such as employ­
ment supports, hovising, transportation, self-care and 
mutual suppon or̂ ganizahons, education and training 
oppommities, and rehabilitation service. 

ACCOUNTABILITY 

Managed care syttrems should: 

• engage stakeholders in developing and assessing 
quality assurance standards, and in incorporating 
performance, outcome (e.g., recovery and commu­
nity integration) and consumer satis&ction measures 
to evaluate phm performance over the long-term, 
including measures of access, appropriateness, 
quality, outcome, and cost effectiveness; 

• employ various evaluation methods including repon 
cards and consumer satisfaction surveys and make 
the information available for further analysis; 

• collect, 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 perfonnance, 
consumer satisfaction, and quality oflife. 

CMHS welcomes input and suggesnons for subsequent 
updates of these pnnciples 
For more informauon. call the CMHS Knowledge 
Exchange Network at I-80O-789-CMHS(2647l. 
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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 freguently 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 heallh 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 

• 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: 

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

• 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 guestions 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 chiid 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 
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Building a Better Children's Service 
System Using Managed Care 
Iiv ( l i i r l V i ik ' i i t inc ' 

I uiKlin^cuis.ii redcnil, si.iicnicl loci! I rwl^ ;iiv cmd-
iii;.^ .sor\ ices tor i, liiMicii ,IIKI lamili(.'s ;ii :i nmc i \ hen 
llu.' iiLimluM ol cliildren ai risk ol ahii^c ,iiid iiculcci 
coiuiiuu.'.s U) ri.sc. 1 he i ima\\a\' cosi ol oui o l hoiuc 
care tor children C(iniinues lo irouhic' siaic lc.iderslii|). 
(..reaiinga beiier service deliver\-sysicni is possible h\ 
HKorporaiino ihe hesi ol child and laniiiv services 
wilh the ieclinolo}^\ ot mana;^ed care. 

.More puhlic chikl w ellare pii);^iaiiis, in p.ii iner-
shi[i wilh pri\al(:' child caie |)i()videis. air , ippl\in^ 
managed cari.' siraie^ies lo child weHare seivi< es iii 
order lo ineasnie oiucoines, increase a( cess, iinpidvc 
c|ualily and u'duce cosl. (Common lealiiivs ol diese 
iniliaiives iiu hide: |)rivale seclor seivici' deli\ei \ 
numiiored h\ ihe public secior: ouiconu based p,i\ 
nieiil; lle.xible luiulinj;: coinnion iii i l ial ( liild and 
lainily assessnieiil/1reainieni planniiij; proc ess: inie-
S r̂aied service provider iieiuiirk wiih a lull array ol 
services: comnuin iieaiiiieni proiocols and creaiioii 
ol service profiles: internal uiilizaiioii ie \ i i ' \ \ and 
i|nality control: clieni-driven nianat^eineni intorma-
lion system and perrornuince contract manatjeiiient. 

VVithoui a coniiiiitnient to sci '̂ice quality, the result 
could be a svsieni driven by short-terni cost reduction 
Scr\.iccs should respond to the needs ofthe whole child 
and t;ike lamily strengdis as well as faniily-child problems 
into account. Funher. services should be neighborhood/ 
communir\' based and draw on kinship ajid otiier infor­
mal supports as well as best professional practice. Seivice 
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 ofthe child's life. Collaboration with other sendee 
-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. 

I c'dcKil ofhcials and some toiiiuialions ,ire cn-
'•oiiM-ini^comiiiiiniiics lo hiiild nei^hhorhood-liascil 
child wcltaie s\ siciiis The rcsoiiri es ot ihc child wcl 
la I e s\SI em alone arc IIOI sullicieni lo nieei ileiiLiiids 
on ihc sxsK.'iii ll il coiiiinucs lo siaiul alone imesii-
.:̂ aimL; child .ihusc and ne^lcri and rcl\ ini.; on expen­
sive losiei care. 1 hc tew oiii<-oine studies in the lickl 
dc'pici ;i broken s\sicm ihai ,L;eiieraies iin.iccepiahir 
rcsulls. A iici:.^hhorliood-l),ised child v\cllarc service 
dcli\er\- model is mosl likel\- lo promoie lon'..;er-1 cn ii 

s.ilcix and so( ial. emo lal, developmeni.il well-hc-
m;4 tor childien, ln'ciiisc tamiK suppon st'rvices arc 
• i \ :iii,il)le ai all limes —nol only when a child wellare 
case Ls curreni. I'eopk.' who know ihc raniiK' :ind sec 
l l i l ' child on ,1 rc;^iil,ii basis can iniiialc liclpliil inlei-
vci 11 ions. This componeni is lar-el\ imssiii;^ li om ihe 
lr:idiiionai child \vcll,ire s\slem. 

I leallh c;irc. income sufiporis, housiiii; and ^en-
er.il service's such ,is day care. Head Siart, parenting 
I'dtication and clieni ad\'ocac\'all hav e their ow n lules 
and tuiuiin^. bin aic essenlial lo the success of the 
neighborhood-based svstem. Where ihe svsiem is 
working well, bridges have heen biiili among vanous 
syslems so lhat ihev' become mutuallv sujiporiive. 

Aiiplicaiion of managed care can either enhance 
or destroy the model. Managed care provides flexible 
funding based on outcomes rather than units of ser­
vice. It also provides early intervention, strategies for 
avoiding deeprcnd 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 funding issues. 



A P O C U S ON MANAGED C A R E 
B Y T H E INTONSIVE FAMiuf PRESERVAnoN SERVICES (IFPS) NAHONAL NETWORK 

Public Sector Managed Care for 
Children and Families 
by Keith Schafer' 

Almosi evervoiic who delivers |)iibliciv hiiuled hii 
m.m services believes man.iged caie is on ihc 
horizon for iheir .i,L;eiu:ies. Mosi have a sirong opin­
ion abmii how good or bad ihai will he lor ihem and 
llu- people ihcy serve. Some time ago. I was asked bv 
a coalilion (JI piov iders to make a picsciit.ilion on 
managed cue l l i . i i ihcv had eiililled. 'The Wolf is ai 
Ihe Door 'l \ o i well-known in iheii stale, I suspected 
lhal thev were i:ilking aboul the topic, noi me. 

i once believed ih.il man;igc(l care was eilhei lhe 
"Liikc Skv walkc'r." or ilu; 
"D.iilh\adei 'ot (Hll pub-
lie sector programs. I vvas 
as w long as mv c ollcagues 
v\ere w ilh iheii woll anal-
ogV'. Ciciii;..^ iiiiiiiii[^e(l care 
a j)crsonalitv <is a force of 
'^ood or coil creates a 
iiivtltolo'^v that can intnto-
biltzc the people trito 
should tilliinaiciv dcter-
Diiiie ii.s rallies and 
coinpositioii. 

Managed care is a set 
of tools and a service deliv­
ery framework, ['he tools , 

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
lems of care. The tools themselves are value neutral. 
The values, goals and operating principles ofa man­
aged care system are determined by the people who 
design and control it. If administrators, clinical staff, 
consumers, families or stakeholders are unhappy wnth 
how their managed care system works, it is probably 
because they designed and priced it poorly, or worse 
yet, 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) lhat control the 
day-to-day operations of the system. 

I am ske|iiical ihal proper oversight can occur in 
public secioi managed care syslems solelv ihrough 
nuilii-vear comiacis w rillen by stale orcouiiiv lunding 
agenis. Mai lagedt-aie svslems are duiamic and, bv deli-
niiioii, should be consianilv changing and improviii". 
(:oiiir;i( IS musl he sup[)oried bv an oversighi pmeess 
I hai isc,i|),ihlcorm,ikingihcconsiani adjusinu'iiis iie( -
essarv in ,i m:maged care services svslem. .Smaii 
tundmg agents w ill cu'ale ovei siglu bodies of M(":(), pro­
videi, miisumer and siakeliolder panners. vvho will laki' 

— ibe syslem lar bevond ihe 

Giving fnaiKigeci cave a 
personality as a force of 

good or evil creates a 
mythology that can 

immobilize the people who 
should ultimately determine 
its values and composition. 

V ision ol the coniiaci. 
(.oniinuing involve­

ment of all tbe plav ers in 
the oversight process pro-
moles shared ownership 
and responsibiliiv regard­
ing the qualitv ,ind 
cfticiencv of the s\ stem. 
I his reduces the risk ih.it 
people affected by the sys 
lem will feel alienated 
from it. Many managed 
care companies still need 
to learn important lessons 
about the power of inclu­

sion in the control process. A few already have and are 
its strongest advocates. 

^ The Power of Managed Care 
l he summer before my senior vear in college, I 

worked at a company that made wood products. On 
luly 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 hinction 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 controls 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, I would have 
cut a lot of boards too short very quickly. 

ARTICLES ABOUT MANAGED CARE PREPARED FOR THE IFPS NATIONAL NETWORK 



Al.oul noon ,hai dav. I placed mv lKiiul 111 Ihe wn.M" 
.spoiandpmmpUvlo.s ia ihumb. I learned h.nv d,in..cr-
oiis povvertiil lools can be ,n inexperienced h.inds Noi 
onlvcan thev be harmtti l to the user, thev can cut a loi of 
boardsshori it lhose fences .,re noi sel pmpedv 

Key Ingredients To Effective Public 
Sector Managed Care Systems 

•So how ,lo you sei lhe fences righi when ii comes 
managed carc' 1 b.Hieve ihai tour kev ingredici i is 
i c rm ine . m Lu ge pan , th , ' effecl iveness o f v d m 
inagetl c u e sv siem: 

Accuraielyesiimaiingihecostsofthesvsiem (pricing! 

Meanmgh i l l v mvo lv ing consumers and lamilv 
MU'inbers in lhe design, oversight, implemeni . i i io i i 
•md evaluauon of lhe svstem 

l i lending hmdmg streams into capitated pavmeii i 
nic'chanisms w i l h inceni ives for MCO's, service 
pnividers, .and perhaps even consumers, through 
clearlv del ined performance indicators 

l o 

de 

111 

If a capitated managed care 
system is imderpriced, it will 
inevitably be forced to deny 
access to eligible people and 
limit needed services if it is to 

survive financially 

4. Mea.sunng the fundamental quality o f the system by: 

• the ease of consumer access to services 

• a limited number of measurable, desired consumer 
outcomes, established by aJl involved in the sys­
tem, particularly consumers and their families 

• degree of sat isfact ion of consumers, famil ies, 
providers and stakeholders 

Pricing a Managed Care System 
No matter how skilled you are at manipulat ing 

the tools, if you don't have enough o f t h e right mate­
rials, you can't bui ld the house. If a capitated managed 
care system .s underpr iced, it wi l l inevitably be forced 
t " deny access to el ig ib le people and l im i t needed 
services if it is to survive financially. This is the ma­
jor cr i t ic ism, often just i f ied, of managed care today. 

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

1 Identi fy and describe the potent ia l problems and 

needs of each populat ion to be served (the typical 

' ^ l ' ' ' ! ! ' ,iid | I I I I L ; I : I I I I : I , IM, I I I \ SCI VC- 7 11 ,ii , 

' • " ' l l ' | > o | l [ l i , i l | o i | , s 

Is iahhsl i lh , ' (Icsiied coi isumci oi i ic. inies I he s\ 

"'^ I " 'I'-bu'W-' hll e:icli popu la i ion I n , 

' • ' • ' • " " i ' ' ' ' ' ' l ' " ^ ' I i m c p i c - I K I M I I C , ' l l , l g c i s , , l c s | , , . | 
oi i ic i imcs I i i igl i l he: 

.\o sc. ond picgiL-mcv u i i i i l .high school c 
C O I l i p l c ' h ' i l 

* H i g h s c h , „ , l g , ; i , | u : , l , o , i o r i ; r | ) , . , | i i i v ; , | c i u V 

* l'<-,';n:iiic-, ; , , i , | , Id,verv ot a l i c i l : ! , ' , 

''•'''^ " " " i ' " ' i ia i , i l c i i v , which IS Ihc service m 
' I I IH\'\-C ihc (Mill OIIICS) 

* I ' lo ihc i icm,,1,1 s.iic :i i i( l l ic:ihli 'c 
\1 l l l l c SCI \ 

' ^l-'I ' l i-^l-'isi,,-, iT i rsc ,v ,ccs ,nc i iu : i iu lp io iocnNi , , , 
' • • " ' ' " ' " i ' " i i i ' ' <'siim.iir's,.'iviceuiili/.,iii,,n loi c c h 
l " ' l ' " l ' " i " n , i i „ | SCI I l l l , I raics icosi per service 
e \ e , l l 

'• ' ' ' ' • • " " ^ • • " " ' ' • • ^ " ' " • " ' • i l i ' ' <os io l ,hcad i i i , „ iM i - , ,m,v 
I ' l o c e s s e s 

• .Nvsu-ii, design .inii |)r,ciiig cose 

• rroMdei i ieh\orkdcvelopmcni ; in , I managemeni 

• l l i ih / . ;u i , , i i i iM i i . igc i i i c i i i ,md repor l i ng pro-

• (,)ii.il i l\ mi|)rov cmem and svsiems ,.'valiiai ion 
PIOCC'SS(.'S 

• \ppeais ami grievance pro( esses 

• ' \ lan, igenu'm Intorn ia i ion Svsiems 

• Claims processing and hnancial managemeni 

Compare the desired budget wi th the lunds avail­
able to operate the system. 

If die desired budget exceeds available dollars, vou 
must adjust in one of the fol lowing ways: 

• Reduce populat ions to be served 

• Reduce desired outcomes to be attained 

• Find more money for the system 

If you cannot do one o f t h e 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 your MCO wil l ing to have more than a 

token number of vot ing consumer and familv rep­

resentatives on your management oversight board';' 

• Will you ask consumer and familv representatives 
to sit on standing advisory bodies to help set de­
sired outcomes, design the system and mon i to r its 
performance? 

L.. 



• 1 )o vou hav c v:iliil and repi cscni.il ive ol igoi I Ig s;ii -

isl.iciioii .isscssmcni pioccsscsV 

• Do consumers .and lamilies know a hou I voiii ap­
peals and griev.inces [irot.esscs, ,ind ;irc iliosc 
piocesses limclv and responsive,' 

• I )o consumers have' easv ai cess lo vom sv slem ,' 

• Dovou understand language ami cuimial chaiaciei -
islics ihai at led how consumers view v < lui servi(,es',' 

• Do consumeis and families help decide how an­
nual hutlgeis ,ire spent, including rci11vcsimeni 
into the sv sieiH',' 

• I )o you [lay expc'i ienced consumers and l,imilies lo 
work wilh new consumers and lamilic'S, aiul have 
Olher oiipori uni lies lor consunier opc'raicil serv ices-' 

11 vou can ,inswei "ves" to ilu ' abov e 11lU'slions, 
vou probahlv have mcaningtul consumer involvc-
nu-'iit. lYue consumer-friendiv svsiems ofh.'i more' 
lhan atlvisorv cippoiiuniiies bv sharing govern,iiuc 
and oversighi responsibililies wnh consumer .md 
l:imilv repieseniaiivcs. 

Blending Funding Streams in 
Capitated Systems 

Pooled Ol blended lunding streams and lhe as­
sumption of nnancial risk inevitablv leail to maiKiged 
care. If you arenflered a Hat amount annuallv tor each in­
dividual eligible to receive servnces, on the condition tlial 
you must provide all necessary services tri each person 

Properly priced, peiformance-
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 musl 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, 
you will 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 Pcrlorinancc in 
(;a[)itatcd Lnvironinents 

\ maiiageil c.irc sv slem should h.ivo measi iral ile 
.nul icalisiic peiioi inaiu e expecialions ihai are giv i.'ii 
.IS iiiiK h imponancc as l osi in measuring iis c't'tV'ciiv i; 
ness, l lu'sc pei loi nianc(,' indicalors should iiicUulc 
llie lollowang; 

I Were eligible iiulividu.ils abii,' lo :icccss i he svsiem 
i,':isilv .ind were ihev tie.iled wiih digniiv •,' 

J Were IIK,' pii'S( I ihed services consisicni w iili ilic as 
sessmcni ol piohlenis. ne.'ds and desired oui 
coiiic'S ideiiiitu'd hjr e;icli tamilvV Were ihev 
delivered'' In a limclv tashion-,' 

,', W hai oiiicomes oicui ied lor lhe peo[)li.' who were 
si'i vi'd •,' Manv believe lh;ii ouicomes an.' hard lo 
ileline and liaidcr lo iiK.'.isure. wishing lor nai loiuiI 
iiiiiloi iii ouicomes and standards, li is more ;ip-
|ii opi iaie tor each syslem to develop iis own oui 
comes, (Juicomes are our hesi value siaicmcnis 
ahoiii \v h;ii wc' ihink should happen l<ir our con­
sumeis h.isd.! on what we know now. l he lisi we 
choose lodav woukl h.ive looked much iliftc'ienl LIO 
vears ;igo, :ind ho|)efully w ill look a lot differeni 20 
vears from now. Consumers and lamiiies can icll 
von whal ouicomes should be measured. Your 
jii-olilcin trill not he in definini^oiitconies. it trill l>e 
ill ,t,'c/;/y;,^' consensus about irhicli ofthe manv tnu • 
tliv oiitcontesyou can afford to include in yoiii .•<vs-
iitni. Rctnemlu'r. each outcome has resultinii 
.-icrt'ices and measurement costs. 

1. Wh.ii was tbe nat uie and disposition of appeals and 
grievances in die 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 
delermine 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 lo get. 
Managed care syslems driven only by cosl cutting ob­
jectives are likely to cut a lot 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 wilh 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 Departmeni of Social Services, and tlie Direc­
tor of Missouri's Division of Youth Services. 
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BUILDLNG A BETTER CHILDRENS SERVICE SYSTEM LSCVG MA>AGED CARE 

Instimte tor Human Services Management 

Funding cuts at federal, state and local levels arc eroding services for children and families 
at a time when the numbers of children at risk of abuse and neglec: continue to nse. True, 
federal entitlement funding,(Medicaid, AFDC, Focxl Stamps, IV-E Child Welfare), did not 
become block grants as we feared jiisc a few weeks ago. But don't go to sleep, the pubhc 
has net suddenly gainetd 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-of-home 
care for chiidren continues to trouble state leadership. How can public funds be used more 
effectively to suppon at risk children and their families? How can the effects of these 
investments be reported to the public to create a willingness 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 
partnership with private child carc providers are following in the footsteps of behavioral 
health by exploring the feasibility of applying managed care strategies to child welfare 
services for high risk children and their families. Objectives of such maiuged care systems 
are: increased access to care, improved quality of care, reduced cost of service delivery and 
measured outcomes. Coinnwn features of these inanaged carc 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 treatment protocols and creation of service profiles, 
- intemal utilization review and quality control, 
- client driven management information system, and 
- performance coniraa managemeni. 

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 mto 
account. Further, services should be neighborhood/ community based and draw on kinship 
and other informal supports as well as best professional practice. Service interventions 

I 
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should be culmrally compatible and structured for long term success. This simple sen. ;ce 
delivery model called CASSP, Child and Adolescent Service System Program, (see Diagram 
n 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 sen-ices in non-traditional 
settings of home and community. The compelling nature of this model is its simpLicit)', its 
incorporation of family m the treatment model and its use of individually :ailored 'wrap 
around" services packages making use of uilormal as well as forrmil professionally provided 
services. 

The application of the CASSP model to child welfare services will requû  a significant 
paradigm shift just as it has in mental health. At risk children and their families would be 
provided case management services, crisis intervennon services and other family support 
services like protective day care, parenting education from a neighborhood/ commumty based 
service center. Out-of-home care would be prevented when ever possible through mtensive 
family preservation services, goal oriented time limited services lasting 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 caie would 
replace residential treatment for many children. Collaborative efforts, bridges, interagency 
agreemcms, among other service systems working m 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 effective way to address the needs of diese 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 mvestigating child 
abuse and neglect and relying on expensive foster care as the service solution of choice. The 
few outcome smdies 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 chiuch, on 
die 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 ftmction 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 collaborauvely with chUd welfare for the CASSP model to function effecnvely The 
local school must be able to serve at risk children temporally placed m foster care or use of 
neighborhood based family foster care will not be successful and more expensive residential 
treatment with its on campus school may have to be used. For the schools to serve children 
experiencing family crisis and deal with the often related behavior problems, the teacher; 
school pnncipal may need support from a social worker provided by or through the family 
service center who supports/ assists the child's teachers, while working with the child, the 
foster family and the naoiral family, to provide a consistent oeatment approach related to all 
sectors of the child's Ufe. 

Another example of a service system essential for the success of the CASSP model for child 
welfare is menial health/ substance abuse treatment. Often the crisis precipitatmg 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 returned home. Similarly, mental health counseling, crisis 
stabilization, may prevent the need for foster care placement for children in the family. 
And, mental health services can contmue to suppon a family long after the child welfare case 
IS closed. 

Health care, mcome supports, housing, and general services like day care. Headstan, and 
parenting education, client advocacy all have dieir 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 mumally 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 eidicr enhance or destroy the model. 
Managed care does provide an oppormnity 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 
tamily. It also can provide early inicrvention, maximum use of strategies for avoiding deep 
end cosUy services, and the blended mix of professional, para-professional and informal 
supports for maximum service impaa at lowest cost. Furthermore, managed carc could 
provide outcome data the would help die broader community bener understand what their tax 
dollars were achieving, providers understand which service strategies were working in which 
simations. and key stakeholders an indication of client satisfaction and areas requiring 
unprovement. 

If the boundaries of die managed carc program are sufficiently inclusive to bring most of die 
key child and family service programs inside the system die flexibility alluded to above can 
be achieved But, should each service system develop its own managed care approach, 
fences will be buUt around each system making die kind of collaboration die community has 
become accustomed to ahnost impossible. Child welfare workers in states where foster 
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children have been broughl under managed care for purposes of health care, are often 
experiencing increased difficulty accessing health care for custody children, as tbe child 
switches from the child's family health care provider to healdi 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 health will try 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 wUl have to purchase the mental health services they 
require for their cliems. Further, collaborative mtake 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 carc 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 fainily services. Child welfare should be a major participani 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 tbe long term. If these funds could 
be used more flexibly and the boundaries of the managed carc system also incorporate early 
mtervention, preventioou mental health aiul other allied service systems, managed care can 
suppon 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 

Instimte for Human Services Management, Inc. 
7307 MacArduir Blvd., Suite 214 

Bedjesda. MD 20816 
301-229-9455 
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ON THE ECONOIVIY BYSL'S.\.SDL.NTZER 

Shedding light on managed care 
I n heaJ[h care, is with inything else, vesterdav s solu­

tions set the stage for todav s problems. So ii is with 
the boom m managed cire — todav s answer to vester-

year s unmanageable heaJlh costs and the excesses of un­
fettered "fee for service" mcdiane. Roughlv 56 million 
Americans are now enrolled in one leading form of man­
aged carc-health maintenance organizations, or 
HMOs-up from a mere 6 million two decades 
ago. Megamcrgers and high CEO saJanes of giant 
managed-care plans are now front-page news-
and the industr>' complains, wnh some justifi­
cation, that a raft of "HMO Killed My 
Babv stories vastly outnumber those about 
HMOs helping women carry their preg­
nancies to term. AJl of this'is a far cry 
from HMOs' humble begmmngs. when 
their emphasis on prcventrve mcdicme at 
prepaid rates made them a countercul­
ture movement withm health care. As 
wags have joked, this may be the onlv 
U.S. industry lo go from bemg consid­
ered a communist plot to a capitalist 
conspiracy m a little over a decade. 

With that rransformation has uiev-
itabtv come growing oversight of man­
aged care: TTie Amencan Association 
of Health Plans, an mdustrv trade 
group, repons that it is tracking rough-
ly 1000 pieces of managed-care legis­
lation in vanous state legislatures. 
Manv are thinly veiled efforu by 
threatened interests, such as physi­
aans and other providerv to topple 
the entities that increasingly hold 
health care s fmanaal rems. But at the 
same time, the huge economic and so­
aaJ shift inherent in managed care 
couldn I possibly take place without 
producing trends that genuinely war­
rant scmtiny - such is some question­
able praaices at Conneaicui-bised 
Oxford Health Plans that I wrote 
about in a recent column. We need to 
undentand these trends if we're to 
succeed in unproving managed care, _ 
rather than simply defeatmg it. 

Th« rat* af rWL At the bean of mairv of todav's managed-
care arrangemenu is this quesiioi}: Who asjumes the nsk. 
or the upside cosn, of health care? In old-srvle "indemnirv" 
insurance plans, the people who paid the bUls did; provid­
ers treated patients as thev saw fit and pawed on the tab to 
insurers, employers and patients. In HMOs and manv other 
managed<are plans, that nsk has been shifted; now provid­
ers and insurers bear it m • way that pves them mocntives to 
restrain costs. Health care buven pav an HMO a fned 
annual premmm per patient: HMOs in tum mav pass on a 
similarty fixed per-pauent amount to doctors, i f costs for 
treating that pauent ultimately nse above these fued 

Hoiv to survive until the 
Golden Age, when health 
plans compete on quality 

sums, the HMO and its provnden svkiJlo^» ihf difference. 
•̂  ou don t need an M.B-A lo figure out thai ine cjsiesi 

way 10 make a buck now in the heallh insurance svsiem is to 
avoid sick people." notes James TaJlon Jr.. presiaeni of the 
United HospiiaJ Fund, a New York nonorofii sroup en­
gaged in philanthropy and heaJth services research. .-Vid 

indeed, the paramount tension in tne industri' is 
between that incenirve -shunnine high costs - and 
soaerv $ expeaation that hcaltn insurance will 
cover necessary care. This tue ot war manifests 
Itself conimuaJly. For example, until recentl\ 
heaJth plans refused to pay for costh expen­
mental bone-mirrow transplants lor breast 
cancer patients. Patients sued, couns or­
dered plans to cover the care-and now a 
fonhcommg sruOv by Congress s General 
Accounting Office sJiows Uiat most HMOs 
in most states now pay for the procedures. 

This pattern is likeK to repeat itself 
over and over, as health plans eneage in 
some praaices that socier\-an"d even 
the plans themselves - ultimateU reien 
m favor of something better. Consider 
physician compensation; Manv plans 
have routinely paid doctors in wavs 
that gave them big incentives to con­
trol costs-and thus ran the risk of 
encouraging them to avoid canne 
for high<ost patients But success­
ful managed<are companies-one is 
U.S. Healthcare, now set to meree 
with insurance giani Aetna - are mov­
ing to a payment svsiem based far 
more on the qualitv of care that doc­
tors delrver Given the intense compe­
tition m the industry to enroll patients, 
such practices will undoubtedly 
spread. That may bnng us closer lo the 
nirvana that the indusirv descnbes: a 
day when health plans reallv are com-
petingon the quality of care ihev delrv­
er. rather lhan on squeezing costs. 

Until that Golden Age arnves. what 
should we do'' For sianers. we mav 
need more standardized regulation of 
HMOs across the sutes. which "varv 

dramatically in the degree to which thev provide protec­
tions for HMO enroUees," notes a repon bv the Los Ange­
les-based Center for Health Care Righis.' We also need 
common approaches on such issues as when HMOs should 
pay for costly experimental treatments, so that all health 
plans are playing by the same rules - and the rules are clear 
to patients. Fonunately. both the federal government and 
an association of sute insurance commissioners are already 
at work m many of these areas in cooperation with industry 
groups. Their work will be slowgoing. But that s surely 
inevitable in the highly charged area of health care, to which 
we attach so niiny of our hopes-and our deepest fears. • 

UiNIWS * WORLD RiJotT. .\U» I nw 
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Managed Care for the Poor 
Tough to Manage, Va. Finds 
Expansion of Medicaid Plan Beyond Tidewater Stalls 

By Spencer S. Hsu 
1 Poe So-T Wmtr 

NORFOLK—The first complaints sur­
faced a year ago. People had been prom­
ised hair-care products, free diapers, 
even chicken dinners if tbe/d sign up. 
Otbers had been solicited by door-to-door 
salespeople who, motivated by the pros­
pect of cash boimdes, often falsely prom-
iaed that patients 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 in 
Virginia's Tidewater area in managed-
care health plans It was tbe first stage of 
a massive sute undertaking to transform 
Medicaid—and save tens of millions of 
dollars annually—by pirtting private in­
surers in charge of poor and disabled Vir-
gmians' health care. 

But hopes to expand the effort to 
Northem Virginia on July 1, and to make 
tbe program mandatory statewide by the 
summer of 1997, have been put on hold. 
It wasn't just the reported marketing 
abuses. Participants were confused over 
wliicfi physicians and hospitals they could 
use, and there was widespread concem 

that the sickest people might receive m-
adequate care. 

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

"We didn't hive control of it," said 
Thomas G. McGraw, the Virginia Medic­
aid director headmg up the project, who 
acknowledges that many abuses did oc­
cur. "We know there are problems, and 
we are willing to go back and address 
them." 

Virginia's experience in overhauling 
health 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 
gain control of Medicaid costs by forcing 
participants into managed-care pro­
grams. 

The endeavor, dubbed Medallion U in 
Virgmia, dwarfs welfare revision in terms 
of total cases and overall spending. Yet 
officials here remam 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 oversighL When Medal-
bon II is up and running properiy, nffv-iak 
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Confusion, (Complaints Halt Expansion of Managed Care for Poor 
MtOICAID.Pwni 

nuinLiin. private insurers will pro­
vide more coordinated care while 
unng Ihe klale'i $2 I billjon Medic-
itd budget an estimated $25 miUion 
1 year. 

"Medicaid nuiuged care is itill 
Ihe Iretid at the Mure.* said Alina 
N. Salganikotf, principal policy ana­
lyst for the Kaiier Commiasian on 
Ihe Future of Health Care. 'But 
i t i ies mull regulate these treat 
much more tightty in t <nj that pre-
venti ansumert bom bdng unftiriy 
deceived.* 

Under Virginit'i maniged^tre 
tpprotch lo Medicttd, docton tnd 
other ptovidert no longer tre paid 
for each procedure performed or 
tervloe rendered. Instead. Ihe Hale 
gives dnaeti health Imifen a pre-
determined (ee per patient b td-
vancc and Ihea kit them manage 
care Ihrough health mtintentnce or-
ganiulioni, which emphisize pre­
ventive care and control the use of 
hospiitls and specialitta through t 
pninarr phjrsician. 

In Virginia, where Ihe ilale't 
Medicaid bifl has increased 6vc<old 
over t decade, thai pretel fee it, on 
iverige, tbout $I.SOO i person. 
StmiU care cosl more lhaa that dur­
ing a year, Ihe insurer absorbs Ihe 
km. Should it cost less, Ihe oooipinir 
keeps the difference ts profit. 

' l l It the ideal coordiottlon of 
care,* McGrtw said. T h e HMDs 
tre put'tt t finandal risk ior the 
hetlth of their dientt.* 

insurtnce companies have been of­
fering managed-are proptua lo pri-
vile emptoyert lor more than a dec-
tde. But they have kst etpeiieine 
with Ihe poor, who lend to be hetvy 
users of Ihe medictl system and often 
aane wilh comptu social needs. Cas­
es involving those who tlso tie disa­
bled, eilher phnically or mentally, 
arc putiniluly ptobfematlc. 

'Il't tough, and il't not juit cco-
oonk,* Salganikaa laid. 

In Tidewiler, (ive comptniei 
helped bunch the nundalory pdot 
project In I99S. la |uit eight 
monlht. they cnrolkd 93.000 peoiJe 
»nd were (warded tute contractt 
worth millions of doUan. 

Bul in less than a year. 37 formal 
compUinIs aboul several insurers 
were Wed with the stale Medicaid 
agency. Some palicnii hid been 
signed up for two competing IIMOs. 
Others leamed loo lale that they 
would be required lo twitch doctois 
or no kwger couW continue certain 
Ihertpies, iccording lo menial 
heallh advocates. 

Their concerns focused on people 
such ts t 32-year-oM Virginia Beach 
man wilh tdunptirenia, who said his 
Iherapy wts disrupted when lhe 
HMO he chose uneipecledly made 
him twitch Ihe physician tnd medi-
ctUon he had iiied lor t decade. 

Because of kxipholes in the sUle 
oontractt, officials in Gov. George 
AOen't administratjan say Ihey had 

"H^know there are 
problems, and we 
are willing to go 
back and address 
them." 

—Thoroii C McGraw, 
Virginia Medtold fmfxl director 

little power lo unction insurers thai 
acted Improperly. One alleged viola­
tor wat Ihe Rockville-based Opti­
mum Choice Inc., part of Mid Atbn-
tic MedlctI Servicet Inc. Mid 
Atlantic Vice President Thomas P. 
Barhera said the company has Rred 
and disciplined certain empk>yees (or 
abuses in recruiting tnd is reviewing 
iu case with the sUle. 

Al this point. Medicaid managed 
care won't come lo Northem Virgin­
ia, where 48,000 participants live, 
until tl leasl neil spring. Beiore 
leaving Ihe Capitol last month, slale 
legislators ordered lhat any expan­
sion of Ihe program be frozen imme­
diately tnd called for a study of its 
eflect on Tidewater patienli. 

"Northern Virginia Is no more Im­
mune to these ttctio lhan any place 
ehe.' said Sen Joaeph V. Gartlan Jr. 
(D Fatr(ai). t senior lawmaker. 
"This Is to eipcrimeni that was 

showing a lol of signs of going 
wrong. We wanted lo stop beloie 
going any plate else." 

Gartlan said legislators recognue 
that something must be done to con­
trol Medicaid costs. Uut we don't 
want lhat lo come at Ihe expense of 
inappropriaie denials or reductions 
ol benefils,* he said. 

The insurance companies have 
not played down Ihe difficulty of im-
posuig managed care on Medicaid— 
nor their potential reward. 

This IS I great opportunity. We 
have got a financial incentive lo make 
heahh care (or this population belter 
lhan it haa ever been." taid Don L. 
Gilmore, who leads Ihe Medicaid 
HMO (or Sentait Heallh System. 

The iniurer. which it btted in 
Mamplan Roads, received tn tnnual 
contract worth about $64 million by 
signing up 42.000 Medicaid recipi­
ents in Tidewater, ll has since re­
duced Iheir emergency room visils 
by as much as 30 percenl at Norfolk 
General Hospital and 35 percent al 
Maryview Medical Cenler in Ports­
mouth, in part Ihrough a new over­
night hot line sLaUed with registered 
nurses. It also started a tiansporta-
lion service lo help patients get to 
regular doctor appointjnenls. 

Ted M. Wille, senior vice presi­
denl, understands why some are du­
bious thai privale insurers will tem­
per Iheir tcliont wilh compassion. 
Bul. he added, 'Ve've found our­
selves in a situation where we have a 
kM o( economic incentive lo sit down 
wilh pubUc heallh woikeis and leam 
(rom Ihem. Il't still early, bul I Ihink 
it's been a positive experience." 

MEDICAID IN VIRGINIA 
^ f l edicmJ IS the nalion's major heallh insurance program for 
"'the poor and disabled, and its cosl is split between federal 
and state govermiients. In Virginia, it has been the fastest growing 
part of the slale budgel, with a 1996 price lag of $2.1 billion. 

Wha BtttKetl Medlcilil In Virginia, 199S 
IlKipltnt Number Avg. An«utl C«rf r»r Ptrsan 
Disabled 102.793 t6.903 
Eldtrlyr«|«(S<ndeWrrJ 85.507 $6,613-
Blind 1.110 $5,313 
Adulls on wslfaii 128,530 $1,738 
Childien 363.560 $927 

iiiirr f i f f iiiia irtan allowint Medicaid ricipitiits lo enroll in pni-alt krallh 
maimlouince otamulium it January 1995. Iht ii^mbrr pjparluipanti Imi 
strmirlrd Ut stale bfjat maodalory ,n,ollm,nl i» Tidewaltr/iiyr monlhs 
fl/o bm kai indrfimUlf poupviird a 1997 Ualtwidt eifiansion 

Numbtt of Vlrglnli Mtdleild Btclplenlt Enrolled In HMO* 

itnuMry 
l » M 

sou«cij v.ro,^5,„,»r,„,„,c„„.,^ " - i — o . w ^ i oiu^u, »^u.™. i,~<^ 
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Managed Care Empires in the Making 
Companies Build Networks to Stay a Step Ahead of a Hard-Charging Field 

By MILT FREUDENNEIM 

Leonard Abrmmjon Oecibcil iDoui a year ago 
u u t tJ.S- H—lifccarv Inc. lus cnonrwutly uc * 
c m f u l l>eaiui munteianoe orsanixauon, needed 
• new i i n i e f y u> iieefi l u p ro l i u up. A nocx ol 
compeunc H.M.O.'i. led by OsJerd He«itt Sy». 
lemi . WAS vyutf (or amomers on lus honie Qjrt. 
in Philadclp^iu and New Jersey. Even more 
u i r u i e n i n t . nospiiaU tnd doctsrs were mcldinc 
inio groupi big cnougn u resit i wtwn Uw 
H M O. I i ry u> •quecte uieir le«s. 

Mr A m m u n . Ute founder tnd ciitct eueu-
tive of U.S. HeJttAcafT. tumed over daUy opers-
trans to KiS licutenanu and set out u find • 
i t r s te^c p«ru>er Hc ended up aclUng lus mtrr-
• gcd catT company to uie Aetna U ie and C t t u t l . 
ry Company, be aatd y m c n l a y . to get cne " f f l tas 
WT rweoed. the power to ncsoutie witn uw 
pnvsiciani. tne hospitals. Die d n i f oomptnics" 
and (otre down their char^c^ 

The deal t i the bigxcst in a wave ol contolida-
tam as health care compania seek to become 
big enough to gel the utjpcr hand m negoutunf 
pnces with their medical tupp l ien ao ihry can 
wt» e m p i o y m with low<mi health plana. 

In many cases, the deals have involved merg­
ers between managed care companies a j ^ be* 
iween managed care companies and iradiuonal 
insuren. But in the future oompetiuon may 
come Irom a diflerent direction. Some t n a l y i u 
say that the moat formidable csmpetitors m i ^ i 
be groups of hospitals and docton lhal have 
united to deal directly with employers and siup 
the manated care middleman. 

Acuta s deal tr> buy U.S. Heal lbcan lor t U 
bUInn in cam and stock wil l c rMte a oombinad 
managed health care buamcas thai would cover 
11 million people Of ihoac. 4 2 million would be DI 
health maintenance organiuit jaat, tne moat 
ttCAiiy controlled system of deltvermf c t r ^ In 
addition. Aetna has 3.1 mill ion peopie m irmdi-
tunal insurance plans. 

In a number of other recent deals, maat fed-
care csrapanies have acqturvd maurmnce com-
panict thai had big groups ol a m o m m in 
t n d i t n n a l lirws of lee-^or-eervrcc cover t f * . in 
the** deals, the insurers also hope to b r m d o i 
u» i r appeal to cmpioyen by ofleraic a vanety 
of Unes and eventually to convert t h a r paeple lo 
managed care, under wtitch the payer's co«u 
are lower and tniurer's p ro t iu are higncr. 

Lasl year the UiUied Haaitkeai* Carporation. 
a btg health maintanance OTTtaixatm baaed m 
Mmneapolu. bought Meirahealiti. a foaii health 

Moving Up 
The merger ol U S Met i thct fe ana 
Aeiru creates ine lounn largest 
H M O Daseo on ine numoef QI 
peooie enroiiea ai ine eno oi 1995 " 

The Bigger They Are Becoming 
The tcQtosii ion c l U S. Hetnnc t re Dv ir>e Aetna insuiance com-
oarrir is Qui ine latest e iamoie oi tna ongoing ctxisonoaiion m ir>« 
f ^nagea -ca re mausiry Mosi ot ine mergers navo oeen Detxeen 
H M O s . Cut. iixa tr>e Aaina-u S Heanncare margef. tnafe riave 
also t>een comomaitons ol H M 0 s arv3 insurance comoanies 
Wfin traai i iont i natnn care plans Hera are sorne examDias 

' inc« joe i i f tamnn*, H u O • ana H M 0 I 
thai Wl "WiSJWI UM om-Cf-nerwon ooaor t 

Qonc'd on nne ptj* 

l t * t Hetnnsource ouys ina neattn care inoemnnv ousiness o' 
Provioeni Lile t n a Accioeol insurance Comotny lor 1310 miii<yi 

i t M Unneo Hganncire Buys MeirtHeann lo> Si 65 b<iion 
Mei r tna t i tn was creataa m I99a ov tne rnerger ol me managea 
care Dtoffiesses ot ine Mairoooiiian Lile insurance Como^ny t n a 
Travaiari 

I V M Wellooint Hat t lh (Mantorxs agrees to Ouy tna lile t n d rtsur-
t nce unit ol Masstcnusens Mutual Lrte insurance Comoarrv ior 
USO mi i ion 

Haarm Net merges witn Ouairhed Plans 10 torm Hetrm 
Systems imefnainrvai 

I t M FHP acQuiras T t i tec i re tor Sl 1 txl ion 

t»»« P f v s c i t n Cortxjrauoo ol America 0<jrt Soutnaasi Haann 
Plan, t pr t far raa provKMr o r g t n i u i o n 
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Health Care Empires in the Making I 
The Merger Partners at a Glance 
Aatna Lrfa arvl r_a*j LAn\/i« n, ruin/̂  I I c I.. Carre'd £ m prav ioua paoc 

kiauram venture of the MeuepaJt 
tat LUe laauiaaca Company tnd the 
Travatan Uia laanraiwa Corapury, 
ID a deal vsJuad tt I I J S bUlMD. 

Aitd thcr« wwre t l leaai ihrac 
smaller tcquiamans recenily of in-
Buraaoe coopanies by tLM.O.'t. 
LtJt Jaasiary. CaUlorma-faaaad WaO-
pasai HaaJtt ^^«twalta bai«M Use 
Maaaactwacsu Mutual LUc Inaur-
aaea Company. Last y«ar. Humana 
Inc. baaad In LotoavUic. Ky , boufta 
Emphcayt Fmancul Graiv of Cracn 
Bay, Wis. And HaattkSaiirv. based 
in Concord. NJt , boutnt the Prow 
dtnt LUe tnd Aocsdot In juruoc 
Coapany el Chaiianooga. T a n 

"There are pmbaWy gotnf to be 
only three to five national p u y e n m 
live years or to." said Larry Fenv-
beri. a general partner n New yorli 
with Oracle Partners, a heaJth eare 
tnveaitneni firm. The whole healih 
care market is ovcrtuilL We are suil 
pretry early m the ball game in 
tema of cortaoUdation." 

D«i f Sherloek, tn tnaryii in PtUI-
adalptua with Ihc Shertocl Compa­
ny, a health care Biveaimeiii baniuag 

^irm. recalled that Wall Street ana­
lysts uaad 10 say tnat health mainte­
nance orfanutuons were a tempo-
rsry 'ad that would be taken over oy 
the miurance companies. "It looks 
lUu the littie fish ate the big fish." he 
Uld. 

EUle Kema. a secuniies analyst in 
*o«<on with Alex. Brawn 4 Soru. 
said moat managed care oompanies 
needed lo expand into new markets, 
which oxikl be a drain on earrun»s 
•'fule taking years lor them to estab-
lian a fortchji pi 

V S . llaalTtrara. wtiicti already 
haa network wnh IZ iM primary, 
care dooars B II siatet. could lorm 
comomama wnh Aetna n ] l s u m 
where OM tlantortt-baaad t ta jnr 
liaa 2DJte pnmary<ar« docurs to 
ttt aerworu. Thcac docurt — uy 
eiudiot imarmaa. gcoertJ praeu-
uooers and paducnciant — pUy a 
cemraJ rota B rcatramiat ">* amu 
ol ca r t 

Mr. AbrmmtoD. win would be Aet­
na t lariati MiantiDMer under the 
daaL <atd he czpectad the majrers to 
conunue ntwiun. while hotpuals 
wUJ be "dawnnzmg and ckiainc." He 
was tkapucaJ s t e u the proipacu 
lor a hoapttaJ company cnurmj the 
health inmirucr busmcaa, as the C*> 
t i i t i i lICA Haaatial Corvon io i 
aays it anU do oi Oevaiand nnd per-
Itapa other markets. Cahunbia-HCA 
aimouncad last Friday that It had 
agreed u> buy moat ol the busincaa of 
Cteveiand-taaaad Blue Cross ami 
Blue Silakl ol Ohio lor tSMi mlllkm. 

"Look what happened u Dave 
Jones, and he u a smart guy." Mr. 
Abramaon said, r t l t i i i i i f to profr' 
lems thai troae wnen Mr Jones't 
cnoboiauon HJiLO and hoapiiaJ 
company. Humana, anaerad doaors 
and oompetBig murers. who boycn-
tad the hoapttals. Columbia evmuai-
ly bau«ht the Homana hoapitala. 

Bul Rick Scsu. chief cxeeutrvc ol 
Columbia-HCA. Uiaiks thi>^ will 
work out d incmt ly in ClevelarA 
where Blt» Crass u the bigjot 

en power ovar the last live y m n . 
ralatrve to pnynoaaa aiM laitpt-
taii. • he (aid. "They had the rtoi^ 
mauon. the dema(raptuc dau aooin 
pauenti. and ihey were smart 
cnoufh to understand what m a r 
oosu would be. ' 

Now. he said. "HoscttaU tnl |»iy. 
ticiant tre becDffimg empowvrad 
with beufr underttanting of demo-
fraprucs and coats. For HJH.O. S 
over the kaig term, this will hava a 
necatrve impaa si the balana al 

A«<n* Ufa tnd Casuamr u Ouvmg u.S, Hetimcare wrn ncnev r--
tna taia ol its Drooarry ana ctsuarry Ounnets laji year 

• U S 
HEAlTHONRi 

J.O. Kletnu. tn economiit tn BaJ-
umore with HCIA. a hal th eare 
miermauoi company, said the Aet­
na deal WSJ "a classic mw/vmin^fy 
play in an mdimry that it Irsfmcoi-
ed and uJitmately will shake ouL" He 
•"•"lad. "Uniorumaiaty I uimk it wiu 
•hake out a lot more draiucally tnd 
ihoroufmy lhan Aetna realms in ihc 
long term, say over 10 years." 

Mr. Kieuuc Uld "the Cohimbia-
HCA ^ rmaae of an insurer was 
much more illusirauv* of where the 
enure industry ii gooig in Ihe loBg 
term " He u i d hoaiattJ graupi n 
Mamaapoiii. [ietrmi. Portland. Ore, 
and Souihera Catifomia were "al­
ready ebminaiaig the middleraaa. 
the HJ4 0 , " and dcaimg directly 
with payers such as employers. 

Al st least one bit customer the 
Xaraa Corporauon. the amoimi of 
money orvoived m lhe Aetna pur. 
cnaae was worrtsonie. "As a pur-

Harnora. Conn 

flonaio £ Comoior. 

J l ? ? D.iion 
$13 0 Dillon 

mo m,ii<xi 
SJ7< mncr, 

^ • i ^ ycy> 1 6 miiiKxi 

Cllitornia 1 2 mmon 

TcKJS 1 2 minor 

Ono 1 0 rri,mon 

I'lnos 663.000 

B M ! Pa 

< 960 

-eor\a.'C Acra.T^sc-

SC 9 D'lion 
13 5 Dnion 

SJ9' ^liion 
SJ81 m,iion 

Pe^svTviin,a 905.CCC 

fj<r« jersev 66:; OCC 

r o ^ 5S4 OOC 

'•UuacJ^uiens ^ X>-
Coon^c:::,- tS X C 

chaaer I always get nervous wnen 
tea of monev i. , in»estn«iii at • lou ei monry is analled out By o«w 
organuauon that is a c ^ n n g an­
odier. say for O bUlUB." said Helen 
Oartmc manager of heallh care 
ur t ia ty ai X a m . 

a>e added. "My worry is that the 
soqiunni company will want to re-

when we are tr-ytng to control ca 
n u a watch thetn Both like na 
nerviAjary wormn^ that thu 
fuel medacaj oiAauoo. and thai 
rBi*ht make t»i i >uiic. metudirv 
is i fon . more cyrucaJ about n 
a^ad care 

heallh 
Indeed, Mr. Femberi ol Oracle 

thoiks the balance of power nuy be 
shifting u> hospiials and doctors at 
the expcnae of the insuren 

"The H M.O.'i have had ihe great 

THE PAYOFF 

Once a Pharmacist, Now a Deal Maker 
B y B A R I I Y M C I E R 

Leonard Abramaon. a one-tinte 
cab drrver. walked away yesterday 
with lhe biggest up tn rus life — some 
S403 mi l lm tn caari. 

The U-year-old Mr. Abramaon. 
lhe founder and chairman of US . 
Maahkcara. stands to be the btgcast 
winner under the terms ol the 11.1 
b i l lm offer by Anna Ute aad C M -
airy Company to acqture U.S. 
Healthcare. It the takeover is com-
pleicd. Mr. Abramaon will net only 
gam the moat cash Irom ine deal but 
will also beuaiw the largest sialic 
hower of Aatna •lock and a director 
of the company, which is baaed in 
Hsnla'd. 

Mr Abramaon. appcareif tnm 
and deeply tamad at a news confer, 
ence ycaserday at the Waldarf.Aa-
u n a Hotel m midiown Maafiaiian, is 
one of the powers of manaftd 
health care. Born and raiaarl m Waal 
Philad<n«ua. he is a aeH-made mit-
bonaire many umas uwil. 

HIS tauaaicss roou are m pharma. 
ceuiicala. Hc graduaiad tn ItM I r s a 
the Phiiadetphia CaUtf* of Pharma­
cy and Soence. dnvaif laaia to 
port himaell while ai acnool. T I H I L 

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

after a brief stan as a drug uiet-
maa. he worked for hall a decade at 
a retail phannaasL 

The untoig pom lor Mr. Abram­
aon came m itae mil-lMO'i wiih the 
creataa of Uie Federal Medicare 
prugjam. Sensmf tn np4oaion in 
medical spcndrng. he taw the oppor-
u u i y lor prepaid medical pUas Uka 
heaiih maananaiioe orfaaattioni. 
tn a^TPadi to haaM cart thai had 
peevmsly ta raaad scant MicrctL 

Mr. Abraman loiavl bit first 
baoar B Dr. Bernard RoUoi, 
fmaidar al RH Madk tl t naall tna-
piu>.inana«ciBcet company m C M -
loitaam. Pa. VhUe ai RH, Mr 
Abramtuu creaiad Family M wit a I 
Care, t prepaid madical plan that he 
• ^ • • l u c a u y puroiaaed lor tMO.eao. 
la lha laia I tT f i . ha r t^- f - * u a 
o o B p u i y i aama ta US. HaalUnrK 

Satoe lhaa. U.S. Haahhcare hat 
baaa ana af the lattaat.fi irwa^ maa. 

» l * *<are corapanicx. general, 
record thai cheered WaU Sireei 
lysu tan also anta«onmd come 
•iciaaa and c m u m c r advoc 
who accuse the oomoany of sur 
pauem acmce and nospual um 

Mr. Abramaon for his pan. 
that H.M.O 1 like US. HcaJtlv 
pramjoe uvtnfs noi so much f 
reatncung the icnfth of ttcm 
nays, tajt by avoiding exccsarvc 
miasms auofether t h r a i ^ 
piuitHj picvuiirvc care. 

Mr. Abramaon proudly dcacnb 
himaeif as a bean couitar aiKl njc 
ler for detaU Kis favonte U V B 
"It doeaa'i csmt iffueas you c 
count IL" 

In reooa years, he haa c iuc i f 
as a t t r a c advocate lor u » ma 
agad c a n BOuatry Hc foiaid fai. 
wna PrcaMoi dmiiai's UJ-Uu 
propoaal to ovemauJ i^alxh car 
onca detenbtng aspeos of u ts "pe 

Even b^ore yettenlay's warffa. 
hoeaiai. the ca^caiixt saSa of ifi 
heallh care mdiatry had treaiad M 
Abramaiai very weii in Forbes Aa4 
tsaie'B maai reon bxuag of use 4C 
v^aaajaet AmcncaAs. hij esumata 
worth was put tt more than ti* 
mtUten. 
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A Look Back, .\ Look Forward 
:-j Dcrjij ^. T.-'.'viJ. SAPCWA President 

In looking back over [ am impressed with how 
much the field ot public child welfare has accomplished in 
J turbulent vear. We be^an 19*55 with a new Confess and 
J plan to reform welfare This national initiative spurred 
public child welfare administrators to consider how we 
would make use of decategorized federal funds to develop 
a trulv comprehensive service svstem for children and 
their families VVe also have used this opportunitv to build 
upon our efforts to implement the Fanuly Preservation and 
Familv Support .Act of 1993 and contmued to develop a 
tlexible. comprehensive service system that both protects 
and supports children and families; to meet with consum­
ers and other stakeholders to identify what outcomes they 
believe the child welfare system should produce; and to 
work with other human service partners to build an 
overarching and coordinated health and human service 
system. 

In addition to helping our members prepare for sweep­
ing national policy reforms, NAPCWA has sought to pro­
vide public ctuld welfare administrators with the informa­
tion we need to continue providing the nght services and 
supports to vulnerable children and fanulies in our chiang-
ing local environments. Our forums have blended practice 
with policy in an attempt to provide public child welfare 
administrators with up-to-date information and tools to 
more effectively manage programs and services. For in­
stance, we have highUighted initiatives by state and locai 
puolic child welfare agencies to take advantage ot the 
flexibility offered by federally proposed block grants. We 
have concentrated on b « t practices related to child protec­
tion, serving chemically affected families, and resolving 
the tension berween family<entered and child<entered 
services. And most recently, we held a forum on managed 
care and its implications for public child welfare Through­
out, we have relied upon the wisdom and expenence of our 
peers in the field who have grabbed hold of opportunities 
to implement their vision for an improved public child 
welfare svstem. 

These forums aiso have built upon N 'APCWA s four-
point agenda, which provides a framework for implement­
ing effective public child welfare services in the areas of 
best practices, collaboration, training, and results and ac-

.V»fu;or* It publithed four times a year by the National Asvxiation o( Public Child Welftra AdminiHrHon. tn srtilitle of ttie Aniencsn Public w,i i,re 
Associauon. CircuUtiofi is iimittd. Address ill corre.pondcnct to: Betse •niielman. APWA. 810firsf Street NE. Sunt WO. Washington. DC IVXZ-i.b-

countabilitv The main focus ot ;hiS aier.di in . -
the first portion of 1996 will be to update .\ 
Guidelines 'or J .̂ icdel 5'j<tem P'c^e^r.if 
jnd Se t̂ected Children jnd Thf.r Fj-vii:e< 
first published in 1988. were directed tow ard ::jr.r-. .r.c. 
scope and nature of protective services to acu-ej .i .-j 
neglected children within the broader. coorciLr.jtea 
•welfare svstem. While keeping this initial mission .n rr^.c 
.\APCVVA will update theCuid^/infs to account tor retcr-r. 
of child protective services in a number of states C."̂  
reform involves the development and implementation oi i 
"multiple service track approach ' that is supponive :f 
differential responses to the families th2' come to the 
attention of the child welfare system. The coi imon charac­
teristics of these service tracks are to prov ide both assess­
ment/service and investigative approaches to serving at-
risk families. 

An update of the CuideUrm will be the first step n 
developing a continuum of best practice categories that 
correspond to the three-tierframeworkoutlined in .APWA s 
1990 pubiiciton. A Commitment to Change Eachcategorv ot 
practices and services will be lir\ked to specified outcomes 
for children. These two areas—best practices and out­
comes—in tum will dnve the association s training and 
collaborative efforts. For instaxvre, we will continue to 

icontinued cm aâ e . 

Upcoming NAPCWA Events 
Spring 199« NAPCWA Fonim 

Working Cammttteet: March 30 
fonim: March 31-April 1, 1996 

Washington Court Hotel. Washmgton, DC 
Reiervattons: {202) 628-2100 

Fourth Annual Roundtable on 
Outcome Measures in Child Welfare 

(cospanaortd wth tht Aiturvan Humane .Asscciancm) 

May 16-18, 19«?6 

Menger Hotel, San Antonio. Texas 
Rnen-ations: (800) 345-9235 

For mart iitlbmtatton. contact Betse Thiefniati.' 102) 6S1 J,'!','.' 



. j i i jcori te w Ith our other p.uman ier<.'ice partners to work 
:o'rt jrd positr. e outcomes tor cnildren and their rjmilies 
'•.~.d be-JJ'̂ ê .)ur staff ind systems cartners will r.erid to 

.-Jt .--fsuits jre .ntended to ?e ichie'. eJ 
'.--."•-in the T'cvisicn ot outcome-driven best rractices at 
-c'.n T.e idmL-^-istririve jnd Ji.-ect 5ep.".ce !evel. acplied 
^•Juijjt'.on ind trj;n,."'.i .viii re ."riticil 

; has prov en t."jt rue uc child w eltare jijministra-
•ors are vjstiv cipabie of orienting and directing their 
Jijencies in the midst of change .\.APCW'.A s agenda ror 
I-i^^ seeki to provide public child welfare administrators 
'.v ith enhanced and new tools to take advantage of new 
opportunities tor improving services and outcomes for the 
children and families we serve. W'e hope vou will |oin us in 
breaking new ground. 

Child Welfare Legislative Update 
by Melisia Baker. .APWA Policy Associate 

On January 9, President Clinton vetoed the welfare 
reform conference committee bill, 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 S60 billion in cuts to foster care 
and adoption assistance, IrSI for disabled chiidren, food 
stamps, assistance for legal immigrants, 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 52-47, with two Republicans, Mark Hatfield of Or­
egon and Ben Nighthorse Campbell of Colorado, voting 
'no,' and one Democrat. Max Baucus of Montana, votmg 
ves ' Given the insufficient number of votes necessary to 

override the veto, congressional Republicans indicated a 
willmgness to consider another version of welfare reform 
using the Senate-passed version as a starting point. Repub­
lican leadership also may be looking at other alternatives 
such as revisitmg the conferetKe agreement or movmg 
certain titles of the bill separately. At this wnting, it is 
unclear whether House and Senate leadership intends to 
revisit the welfare reform debate before the 1996 elections. 

The president pledged lo 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 efforts to reform Medicaid and the Eamed 
Income Tax Credit, and must include sufficient funding for 
child care, health coverage for poor families, and state 
maintenance of effort. It is unclear what direction Congress 
intends to take with respect to child welfare, but with the 
Senate bill as a starting pomt, it would appear that Con­
gress IS at least considering maintaining current law in 
child welfare programs. 

.Meanwhile, at this writing, budget negotiatior« be­
tween the president and the Republicans are stalled, al­
though the president signed several interim funding bills 

:'-e vveen Of lanuarv 11. tur.dir.,; j .r-- • ; - ~.-
critical to states and ending a rnrse••̂ •̂ e•. ^"c 
rurlough The bill acoropriates rjnc::."^ -..r:-.'' i ' ^ 
jnd adoption assistance through Marcn 1.̂  ; J ; 
-'S levels and crovides rundini: 'or !".:!e .'• •5 " ^ 
welfare serv ices througn FY 96 at Pi 95 leveis .-c^^-
jionai Republicans recentlv indicated tnat :nev ~ j -
adopt a new- strategv :ailed .'J'^V.^'J . . T T ' • 

'.-.nerebv thev would continue to rass piecemeii .-rea-
7ures appropriating runas oniv tor 'neir priontv rr:-
grams Discussions around the buOiiet ana '.seitare 
form are not mutually exclusive. 

The tollowing are highlights ot tne child prcrec'; :n 
provisions of H R. 4. the vetoed welfare reform n i 
some ot which possiblv mav be included m :uture 
iterations ot the welfare reform bill 

Child Protection Provisions of the Conference Report 
on H.R. 4. The Personal Responsibility 

and Work Opportumty Act of 1995 

Like previous legislative drafts, the welfare retorm 
conference agreement passed by Congress and vetoed 
by the president estabhshes two block grants fgr child 
protection progr.̂ ms and retains the open-ended entitle­
ment for foster care maintenance and adoption assis­
tance sut>sidy payments, replacmg Title IV-B and re­
pealing Title IV-E in its entuety. However, the conter­
ence agreement establishes a new effective date ot Oao­
ber 1, 1996, and increases funding for the child protec­
tion block grant by S940 million above the fundmg in 
previous drafts for the period FY 97 through 2002. The 
two block grants have identical state plan requu-ements 
and data reportmg requirements, enablmg states to 
submit one state plan and one set of data reports. 

Some highlights include: 

Matchmg Payments for Foster Care and Adovtton 
Assistance. Foster care maintenance payments and adop­
tion assistarvc subsidy payments remain as open-ended 
enhtlemenls, with eligibility linked to the Title IV-A 
rules in effect before enactment of H.R. 4. 

Child Protection Block Grant. Other Title IV-B and 
rV-E programs—including administrative costs, train­
ing, independent livmg, and familv preservation and 
support—are mcluded in a block grant, with funding as 
an entitlement to states beginning at 52.047 billion m FY 
97 and toppmg off at $2,766 billion m FY 2002. Fundmg 
for Title IV-B part 1, child welfare services, is included 
m the block grant, but remains as discretionary funding 
(authonzed at 5325 million), subject to annual appro­
priations. 

State Share for the Child Protection Block Grant The 
final agreement includes a change from previous drafts 
of the legislation with respect to the state share of the 
block grant. The formula is more specific and no longer 
uses 1995 as a factor "State share" means the qualified 
child protection expenses of the state divided bv the sum 
of the qualified child protection expenses of all ot the 



-ta'es L nder the rev ised legislative lan îaa^e. the term 
r -e tc '^ t re i^ t"? means the greater :f 'he 

•otai amount ot the average federal grant amounts tor i- '̂-Z. 
and :-^4 '.tie i\'-3 subpart I . child -veirare 

-e". :ces 7.t:e ;''.'-3 subpart Z. rarrulv preservation and 
• •..rror: -er. -ces. and .ndependent hvine; and the averatje 
:eJeral ,hare ;or -^2. l '̂'̂ } and r̂ 94 of expenditures 
without reî ard to disputed expendituresi tor admonistra-

:;on. traimne, and statewide mechanLZed data collection 
and ,n to rmation svstems as reported on ACF form IV-E -12. 
' the total amount for the programs listed above tor 19''4 

.MeiiicJiii Eii'̂ ibilitv. Unlike previous drafts of the 
coraerence agreement, the final bill establishes .Medicaid 
eiigibilitv tor individuals receiving foster care mainte­
nance and adoption assistance pavments. This language is 
pan of Title I, the Block Grants to the States tor Temporarv 
.Assistance to Needv Families. The bill is silent with respect 
to interstate cases. 

Data Reporting and Information Systems. The confer­
ence agreement repeals the current data reporting require­
ments under the Adoption and Foster Care Analysis and 
Reporting System (AFC.ARS) and replaces them with new 
data reportmg requirements. Furthermore, the bill repeals 
the open-ended federal match for child welfare mforma­
tion sysfms development and operations and mcludes 
handing for systems in the block grant. However, given the 
October 1, i996, effechve date, the 75 percent match for 
development authorued through FY 96 would remam m 
effect until tfiat date as provided under current law. 

Removal of Bamers to Interethmc Pfacnnrnt. The confer­
ence agreement mamtains the House provision prohibitmg 
delav or denial of placement on the basis of race, ethmcity, 
or national ongin. Although the penalties have been modi­
fied from those of the House biU, a sUte would lose 10 
percent of its child protection block grant funds for a 
violation. 

The Child and Family Services Block Grant. This block 
grant is a modified version of the Child Abuse Prevention 
and Treatment Act (CAPTA) and has sunilar purposes. 
Programs included m the block grant are CAPTA state 
grants and research, demonstratioa training and techrucal 
assistance activities; Commuruty-Based Family Resource 
Grants; Adoption Opportunities; the Abandoned Infants 
Assistance .Act; the Temporary Child Care for Children 
w ith Disabilities and Crisis Nurseries Act; and the familv 
support centers grants under the McKiruiey Homeless 
Assistance .Act. The funding for this block grant is discre-
tionarv and is authorized at 5230 million. A portion of the 
funding would be reserved for individual grants m re­
search, demonstrations, training, and technical assistance 

Confidenttaiitu. The conference agreement contams 
language not mcluded in previous drafts loosening federal 
requirements for state certification of confidentiality and 
information disclosure, enabling states greater flexibilitv 
in releasing information to certain entities. 

Court Improvement Program. Unlike previous drafts, 
the conference agreement reauthorizes the court improve-

-T-.ent program estarlished under 05R.\ 
-ereaied under the House t:iil and previcu- ' • '- • 
Jtrreement drarts 

For further information, contact .Menssa 
r.oz) 68:-oi(X) 

1995 NAPCWA .Awards Recognize Two 
Leaders in Public Child Welfare 

.At its Winter 199? meeting in .\'ew Orleans \ \?C'''-
recognized two leaders in public child welfare ::- tre.r 
outstanding contributions to the field of public :ni;d .•• -
tare and on behalf of vulnerable children and :amo:;es 

G. Peter Digre, director of the Los .Aneeies Cu.-:-. 
Deparrment ot Children and Familv Services, -̂ â  r-^-
sented with NAPCWA's 1995 Award for Excellence -
Public Child Welfare Admmistration m recogrution ot his 
work in developmg and supporting policies and programs 
that promote the well-being of children and their famines 
In mtroducmg Dr Digre, APWA Executive Director h,a 
Johinson commended his efforts as instrumental in helpinz 
to sfupe the national agenda for family preservation and 
support and cited his role m transfonmng the Los .Angeles 
County Department of Children and Family Services into 
a model for the innovative delivery of services to children 
and their families. Dr. Digre serves as an at-large member 
of NAPCWA's Executive Committee. 

Judith S. Ryciu,program director for the Institute tor 
Human Services, received NAPCWA's 1995 Award tor 
Leadership m Public Child Welfare m recogrution of ner 
outstanding leadership and support of public child w eif are 
agency efforts to support families and protect children 
Larry Breiterutein, director of the Westmoreland Countv 
Children's Bureau m Pennsylvaiua and a member ot 
NAPCWA's Exec ive Committee, cited Dr. Rycus work 
in developing ana esublishmg comprehensive, compe­
tency-based inservice trauung systems, wfuch have laid 
the foundation for solid child welfare trairung practices 
acnjss the natiorL 

NAPCWA presents these awards each vear The 
award for excellence in administration alternates annuallv 
between a state and a local administrator and will be 
awarded to a sute administrator m 1996. Nomination 
forms for both awards are available from NAPCW A bv 
callmg (202) 682-0100. 

Fonim Summary— 

This issue of Network focuses on presentations made 
at NAPCWA's Winter 1995 foiutn.Managed Care ana Puchc 
Child Welfare, held December 3-t m New Orleans. Li The 
forum was dedicated to helping public child welfare ad-
mmistrators determine how they can use managed care ro 
target services to meet the various needs ot their clients 
share risks with other service providers, estaoUsn and 
achieve outcomes, and manage costs. 



Managed Care as IvV Know It—The V'teu.' from 
Other ierjice Systems and Families 

Managed care otten is used as a 'catch-aii ' phrase to 
je-cr:?e -.v ideiv V arv me approaches to rest rue fur me neaitn 
..i.-e and otner ê̂ . .ce deiiverv svstems tor the purpose of 

r.tJinine C05t3 and improv ine tne qualitv and availabilitv 
r -er̂  ices .N.APC'A'.A 5 operme plenarv featured a panei 

-erresentativ es trom the cnildren s mental health svs-
•em. neaith care svstem, and tarrulies who described a tew 
,-nodels or managed heaith and behavioral health care tor 
cnildren and tarrulies. This session served as a foundation 
tor the remamder ot the meeting, which focused on man­
aged care initiatives involving public child welfare ser-
^ ices. 

Lee Partridge, director of APW.A s Health Policv 
Unit, which staffs 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 is 
bemg used to target resources; lower costs; and improve 
beneficiaries access to care, providing them with a 'medi­
cal home " for health services. She then outlined several 
elements of Medicaid managed care that have particular 
relevance for public child welfare administrators who are 
considermg applying nunaged care prmciples to public 
child welfare services: 

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

• Decide wfuch services the agency will exclude from the 
program (e.g., "carve-outs"). 

• Establish pnces for services to the various populations 
served by public child welfare. Often there is insutfi-
cient actuarial data to predict costs for children's ser­
vices. The lack of data is compounded by the vanous age 
ranges of the clients served by the public child welfare 
svstem; m general, services for younger children are 
more costly m managed health carc programs, but in 
child welfare, older children may be th* more expensive 
group tf they need institubonal care. Partndge sug­
gested that m settmg their goal for managed care out­
comes, public child welfare admmistrators need to de­
termine if and at wltat point the risk would be limited or 
shared with the child welfare agerKy. Another option 
would be to establish a capitated rate for a "family 
service package ' onlv, and other services—like residen­
tial care—would be paid for by the agency m the tradi­
tional manner. 

• Make sure that goals are defined in the Request for 
Proposals (RFP). For example, most state Medicaid 
agencies are explicit m that EPSDT requirements must 
be mcluded 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. 

• Plan tc educate Doth providers and cere;.. .J.'.T • • - : r . 
mg managed care, including provi^jme o^';" '-
termi such as MCO " imanaged care oreanica;:. " . 
provider networic;' identitving what .nan îe . -

managed care will mean tor all stakenolders aro r-r 
IV ing beneficiarv rights 

• The managed care program and the agencv muit e^-jr 
lish consumer protections and evaluation :c7:r . - ' 
ties, e g . grievance processes, ci.ent satistactior i . 
tions. where approval is needea tor iisenrci;m.e"t:-, 
certam populations 

• The managed care program and the aeencv m.ust e-'ac-
lish a quality assurance mechanism, mcludme oer j - -c 
what a plan IS to accomplish and the agencv s rr.etnod • 
oversight 

Partridge concluded by identitving a few lessorji • - j : 
.Medicaid directors have leamed from implementing N!ed 
icaid managed care programs around the countr, F.-r 
instance, recent data shows improved client access to and 
outcomes for managed care programs (e g , a studv ot binn 
outcomes in Mictugan showed a higher rate of healthv 
births for mothers enrolled m managed care programs as 
compared with tradihonal fee-for-service programs) States 
with managed care programs have realized savihgs, some­
times quite large. Slow development and implementation 
of managed care is supenor to fast growth so that admin­
istrators have a firm grasp on wltat inanaged care can and 
cannot do for their clients. Focus groups show that benen-
cianes generally like inanaged care and its provision ot a 
"medical home." Finally, public administrators need to 
share experiences and information on a regular basis be­
cause the managed care systems are developmg so fast 

Colette Croze, health care reform project director tor 
the N.I tional Association of State Mental Health Program 
Directors, noted that public child welfare administrators— 
like public mental health providers—are challenged to be 
both a purchaser and provider of managed care services 
She then oudined some of the mam cfianges that have 
occurred within the public mental health seaor as the 
result of managed behavioral health care, mcluding: 

• The development of partnerships between the public 
mental health and Medicaid systems, public mental 
health and pnvate providers, and the public and private 
sectors; 

• The evoluhon of contracting methods to mciude compe­
tition, nsk-sharmg, and a focus on accountabilitv; 

• Experimenution 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 
criteria defining eligibility standards, 

• The development and utilization of evaluation criteria 
including outcomes and consumer opinion SUP. evs 



Croze also mehlignted characteristics ot effective 
manaeed mental health care •jhe cegan ov addressing the 
::!e tnat tne mentai neaith svstem piavs in developme a 
"n.anaged care ?er̂ :ce svstem. 

• Mental health experts design the svstem to achieve :^eir 
identified outc?n-.es nv- deimmg what thev want trom 
"n.anaeed care 

• "'ne mentai health svstem purchases services ihroueh a 
nurcnasing ccxsperanve or a smgle-procurement process; 

• Purchasing specifications and financial obiectives are 
clear to both the mental health svstem (as purchaser) and 
lhe managed care svstem (as provider); 

• Bureaucratic requirements that have no relationship to 
qualitv or producing positive outcomes are elimmated: 

• The mental health system simplifies and streamimes 
adrmnistration to maximize service dollars; 

• The mentai health svstem employs reasonable nsk-
sharmg arrangements with mcentives for pertormance 
and cost containment; 

• Competitive procurement opportunities are offered to 
encourage innovation. 

Likewise, the role of the managed care provider m 
offermg effective managed care services: 

• Uses industry expertise to define how those outcomes 
can best be achieved through managed care; 

• Coordinates mental health, health, and substance abuse 
services, often offering a smgle access pouit through 
which consumers can access any and ail services; and 

• Enhances value-added hirctions throughout the system. 

Trina Osher,director of the Family Leadership Initia­
tive for the Federahon of Families for Children's Mental 
Health, spoke about the importance of involving families in 
desigrung a managed care system that will address the 
needs of—and facilitate positive outcotnes for—their mem­
bers. TTie federation's interest in managed care began with 
discussions about how health care reform would have an 
impart on children with special needs. Although federal 
heaith care reform did not come to pass, family members 
contmued to participate in a dialogue about managed 
behavioral health care, with specific regard to its potential 
effect on family-based systetns of care for children with 
mental health needs. As a result of these discussions, the 
federation created Principles of Family Intnltxment in the 
Development and Operation of Managed Health and Mental 
Health Care Systems for Children and Youth that outlines the 
role of families m managed care. The principles fall under 
policv issues, service-related issues, and financial consid­
erations. Some of the mam prmciples include: 

• Familv members must be part of the decision-makmg 
team responsible for managed care system develop­
ment. 

• Families need to be involved m the evaluation and 
assessment of the managed care system. 

• Managed care systems must be consistent with the 
pnnciples of systems of care, which articulate the need 

tor interaeencv collaboration and tne creatior .• i . 

tmuum of care. 
• Farrulies must have a defmitive role m the dev rr.. 

ot their child 5 care plan and service needs 
• Managed care svstentis must suppon wraparound c:.-

cipies and cover nontraditional services desien.e-o i." ; 
delivered through this approach 

• The managed care organisation should reinvest 
savings m children s mental health services 

• Managed care svstems need to ensure that tarrulies : : 
not bear financial risk. 

Osher emphasized that while families nee-d pucnc 
agencies to build an effective svstem of care the agencies 
also need families to provide advice about their r.eeas ar o 
to serve as a conduit regarding the impact ot services 
their members. She closed bv urgmg public child weitare 
administrators to design managed care service svstems as 
if they would be servmg their own children Copies ot tne 
complete Pnnaples are available from the federanon bv 
caUing (703) 684-7710. 

Managing Managed Care— 
The Public Child Welfare Perspectivt 

Chariottt McCuilough. director of plannmg, man­
aged care, and pnvatuation for the Child Welfare League 
of AmerKa, addressed the funrtion that managed care can 
play in publk: child welfare. She began by notmg that 
managed care can affect child welfare either by managed 
care orgaiuzahons securing funds to deliver primarv and 
behavioral health services to children and families served 
by child welfare agencies, or child welfare agencies adopt­
ing maiuged care models for hmdmg and delivenng vari­
ous child welfare services. In either case, due to the high 
percenUge of states that have developed Medicaid tnan-
aged health and behavioral health care, McCuilough ob­
served that the high inadence of senous health and behav­
ioral health problems among the children m out-of-home 
care in the United States will mean that 'current managed 
care plans will dramaocally affect the primary and behav­
ioral health of these childrea ' 

Indeed, a growmg trend among public child welfare 
agencies is to render traditional child welfare services 
reimbursable through Medicaid. McCuilough noted that a 
recent CWLA survey of public child welfare agencies 
found ttiat m most jurisdictions some services for child 
welfare populations are now hinded wholly or in part bv 
Medicaid. Eighty-eight percent of survey respondents said 
that their sutes are explonng managed care options for 
child welfare services. And over 80 percent of sup.ev 
respondents beUeved that maiuged care approaches to 
child welfare delivery systems will be more likely under a 
block grant. 

McCuilough outlined a few reasons that child welfare 
agencies are considermg managed care First, there have 
been histoncal incentives to provide as manv units ot 
services as will be reimbursed. In addition, reimburse-



rrents tor m.ore expensive ana restrictive services are 
hiener. ailowme -or ereater operating margins Public 
:niid welfare agencies want to more clearlv define out-
::mes ot ser̂ 'ice ieliverv Thev also want to compile or 
ermance evaluation and documentation data .And both 
tederal and t̂ate eov emments are pusrung tor more ac-
:runtac;le cost-ettectr.e services Managed care, there-
• :re s attractiv e re: a use t is perceived as reducing costs. 
.:r at least the rate of cost mcreaies. improvmg access to 
care in underserved areas, improving the qualitv ot care 
through standardized oversight: and increasing the focus 
on preventive care and 'wellness' rather than on crisis-
driven treatment. 

McCuilough defined managed care as a "powerful 
set of tools that can dramatically and quickly impact a 
service delivery svstem.' Managed care aims to improve 
access, quality, and outcomes for children and families 
McCuilough observed that these values are consistent with 
the core values ot the child welfare system The potential 
benefits of a managed care system are providing eligible 
persons with the services they need, when they need them, 
m the right amounts. 

In contrast, the current fee-for-service system em­
ployed bv public child welfare agencies with their service 
parmers offers little mcentive to change. A rtunaged care 
environment, on the other hand, emphasizes contmual 
improvements. For example, best practice standards can 
be spelled out m the contract for the managed care provider 
to operationalize. Risks are shared among stakeholders, so 
there is less likely to be disagreement on who is responsible 
for what costs or services. Services are accessed through a 
smgle point of entry, wliich allows for greater accounubil-
ity and improved access to servKes. 

.McCuilough 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 pruKiples for child welfare 
managed care—as defined by CWLA's Natiorul Advisory 
Committee on Managed Care—are to ensure access to 
high-quality services that achieve permanency for children 
in the most cost-effective manner. 

McCuilough identified key elements that need to be 
m place m order for a public child welfare agency to 
successfully convert services to a maiuged care model. The 
two primary elements UKludc adequate hinds that follow 
the ctimcal needs of mdividuai children and families, and 
a full array of services and care. In addition, the system 
must be designed and pnced with client outcomes and 
program goals in mind. The agency must establish consis­
tent clmical 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 perfonrunce on behalf of the children 
and families they serve. Management information tech­
nologies must be developed and used to drive continuous 

dualitv improvem.ent and tracK essent.Ji -re'~. J." 0 • 
information. Service outcomes and rirarciai JCC -O-J-
itv must be linked. .And consumers must partic.pate •-
ongoing design and ev aluation ot the svstem 

McCuilough noted that CWL.-\ continues t: •- -
w Ith the institute tor Human Services .Management, .nc 
provide institutes and other training and tec.̂ û .ica. 
tance activities regarding managed care to pucnc in. 
private child welfare agencies The ofter specific i.-jor-ra 
tion that addresses desigrung a managed care svstem rl^^ 
sharing arrangements, utilization management ar.d ouai 
itv improvement svstems, agencv self-assessment, an. 
management mformation systems. In addition. C-^Lv 
working with other child welfare advocacv organicationj 
to publish a newsletter on managed child welfare 

McCuilough concluded by summarizing three m.â n 
steps ttut public child welfare agencies need to taKe 'o 
develop their own managed care systems First, thev 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 determine the 
costs of shiftmg to a managed care system and ensure the 
availability of funds. Finally, public child welfare agencies 
must gradually implement change m order to f̂isuxe that 
the safety of children and families is mairtamed and 
proterted; the provider community continues to be stable 
as changes to the service delivery system are mtroduced: 
lessons from other systems that have shifted 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 Wcbmaiv consultmg director for Program 
Development at the National Resource Center for Perma­
nency Planning, addressed rutional trends m the public 
child welfare sector that support the use of managed care 
as a strategic management tool. In establishing the context 
for using managed care in the public child welfare arena. 
Webtnan first noted that managed care is linked to systems 
reform, and public child welfare is uniquely situated— 
with both internal and extemal support for reform ot its 
programs and services—to take advantage of managed 
care as a tool for managing systems cfiange. Human serv ice 
systems reform is driven, in part, by an attempt to manage 
the numerous environmental stresses that are impacting 
contemporary families and, indirectly, the child welfare 
system. Citing James Carbanno's "socially toxic environ­
ment," Webman noted that the public child welfare svstem 
IS increasingly challenged to address larger social and 
political issues—rangmg from poverty, poor access to 
health care, homelessness, HIV/AIDS, and domestic and 
other forms of violence—that result in multiple client 
needs. As a result, public child welfare is working to 
develop and use a comprehensive, multiple-service svstem 
to address the needs of vulnerable children and families 

The public child welfare system s efforts to address 
these needs are supported by federal- and state-mitiated 
legislation designed to support reform of the child w eltare 



-.-iem !m.p:em.entation rt tne ramilv Preservation and 
- jm.ir, support •̂ er̂ •lce5 .Act. strong use ot tederai tundme 
:or automated child welfare mformation svstemLS. a re­
newed interest m perm.anencv plannine tor cniidren. appii-
. at ions tor 7. tie - ^ .̂ nd [V-B waivers, and plannme tor 
^loc^ t;rant5 are activities tnat support child weitare re­

in this context, tnen. the main reasons that public 
:hi:d '.̂ eitare adrrcmistrators are looking to managed care 
are to .ncrease client access to services, improve ser̂ •lce 
qualitv. contain costs, and identity programs or service 
models that work One ot the mam challenges to develop­
ing a managed care approach to managmg public child 
welfare serv ices, however, is anticipatmg the compound 
needs ot the child welfare population and estimatmg the 
actuarial costs for addressing those needs. 

Ln order to coniront this challenge, public child wei­
tare administrators must address some fundamental ques­
tions: VVho are the main stakeholders m a managed public 
child welfare service system, and is the public child welfare 
agency willmg and ready to work with them? Which of 
those stakeholders has the capiul necessary to develop 
managed public child welfare services? Are those stake­
holders willing to participate? What do they want m ex­
change for their mvestment? Webman especially encour­
aged public child welfare administrators to develop rela-
tionsfups with new, nontradibonal parmers such as the 
managed care industry, business, computer and software 
companies, consultants, researchers, lawyers, and accoun­
tants so that these enrities can provide the public sertor 
with needed data that it currendy lacks. In so domg, 
however, the public child welfare administrator must be 
clear that her or his role is to establish the goals and 
outcomes for managed care services and to define the 
consumer or those services. This action in tum will 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 encouragmg public child welfare ad­
ministrators to identify existmg actuarial information to 
help establish target populabons and costs; NAPCWA 
might help by requesting aggregate data on children and 
families from managed care organizations already servmg 
this population. 

Block Grants, Blended Funding, 
and Managed Care for Children 

Dr. Robert F. Cole, director of the National Resource 
Network for Children and Family MenUl Health Services 
at the Washington Business Croup 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 parmers to identify 
and manage service provision for the benefit of all. To 
illustrate his pomt. Cole discussed the results of a few pilot 
Systems of Care initiatives—funded by the Robert Wood 

lohnson Foundation — tnat used rr.anaee-d :a.'e 
m delivering comprenensive serv ices to :ni.d.'en :" 
severe emotional disorders and their tamines 

in Oregon, the state developed a parmersniP 
l̂ultnomah Countviwhere Portland LS located I W itn an 

understanding that the locality would develop a de::v • 
er,- svstem involvmg all the agencies prov id me cniidren -
mental health ser\ices For each of the tive vears i." 
which the pilot took place, the countv pooied close to 
51 OOO.OOO in public agencv tunds trom cnaid .̂ e;tare. 
children's mental health, special education, and ;uv erne 
)ustice and leveraged it through the state Medicaid 
svstem to obtam federal matcfung tunes Then tne state 
Medicaid agency used the funds to contract .Mth the 
Parmers Proiect, which provided a capitated rate :i 
51,600 per client per month, targetmg chaldren wno 
were at-risk for placement m residential treatment ser­
vices, inpatient care, or other specialized mental health 
services. The Parmers Project operated out of the countv 
cfuldrens mental health agency and was coordinated bv 
caseworkers who each were responsible for 20 familv 
cases. Based on family assessments performed bv the 
caseworkers, a service plan was developed that autho­
rized expenditures for a vanety of services, mdudmg 
family support services that would not be deemed 
medically necessary according to traditional .Medicaid 
rules. At its three-year audit, the Parmers Proiert was 
operating under budget and dramatically reduced use 
of more expensive, mtrusive services by the target popu­
lation. Cole noted the Partners Projert was considered to 
be a managed care pilot, and throughout the implemen­
tation of the program, the projert began to more clearlv 
define itself as such: the county agencies that provided 
the fund pool and the sute Medicaid agency became the 
"govemance authonty" overseemg the system of care, 
and the children's mental health agency that developed 
the family case plan that also authorized services be­
came the "care management entity ." 

In Dane County. Wisconsin, the county mental 
health system received a grant for a standard services 
contrart to provide mtensive, 24-hour crisis services, 
mtensive case management, and a day treatment pro­
gram. The county also had an agreement with the state 
Medicaid agency that any savmgs the program realized 
from divertmg children mto less costly hospitalizations 
could be remvested into flexible, wraparound services 
for the target population. In the first year the program 
cut expenditures almost by half and elimmated almost 
all referrals to the state hospiul. One challenge to the 
program came from provider agencies that provided 
standard per-diem services to children with severe 
emotional disorders. In ordei to address the providers 
concems 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 hospitaliza­
tions and residential placement to develop a three-wav 
contract between the county, slate Medicaid agencv, 
and a not-for-profit managed care entity. This contract 



i.icwed tor 'ne deveiopm.ent ot a preferred provider .op­
tion model v̂  nere provider aeencies could sien on -o >er̂ . e 

ram populations tor a capitated rate ot S3.?C"J pe' ::ient 
per -n.onth The providers also aereed to develop and 
m.anaee a :ase ptan tor these clients that ser-ed as tne 
jutnonzmL; document tor expenditures Cole also noted 
t^at the :uveniie courts became proponents of this program 
ne-cause tnev had ;~e :ppor'unitv to review- and ensure that 
:ase pians were rean-tic. tne courts aiso could disenroU 
cnildren it tnev v\ere not in agreement. 

in Camoridge. .Massachusetts, the state is plannme a 
car.e-in model with a risk adiustment to the heaith plan 

tor children with high-level special needs. The mental 
heaith. child welfare, special education, and iuvemle jus­
tice svstems will identify the target population and pool the 
funds they would spend on them. This nind becomes the 
risk adiustment to the .Medicaid premium. The integrated 
fund IS monitored bv a steenng committee composed of 
representatives trom each of the referrmg state agencies. 
The HMO receives the risk-adjusted capitated rate for each 
child It serves so that it has an incentive to serve even the 
most difficult cases, includmg children at risk of residential 
placement. The HMO develops a special system of care for 
these intensive care cases; it also provides a care coordma­
tor who oiganizes a care team that develops mdividuai 
case plans fo.- each child and its family. The care plan 
authorizes flexible, individualized services and mobilizes 
the provider network. It also serves as the common plan of 
care for all agencies, lists goals and experted outcomes, and 
authorizes expenditures. 

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

Cole observed that block grants, while threatenmg m 
many respects to some human service administrators, offer 
new opportunities for human service agencies that have 
begun applymg managed care concepts to their own ser­
vice deliverv 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. 

In order to help public child welfare admmistrators 
use managed care as a tool in preparuig for block grants. 
Cole stressed the need to incorporate the following ele­
ments mto the agency's own service delivery structure 

Accountability: The human service agency will do well 
to establish itself as a health and welfare authoritv that 
commissions an independent health 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 health care market along with other employer-

purchasers The purchasing ;f-:r.s.?r ••• ~- - ' • ^ 
ciarv respcnsibilitv to .:ctJin •. a.ue "or '."-̂  -ej •.-
dollars it spends on behalf or puntic henet:::j' • - •: • 
sents Cole noted that the corporate se-;*or .•r-'j-r'C 
Foundation for .Accountability to hold heaith n an- .. 
countable to their emplovees who use the plans \ nur:".; - • 
me sponsor representing public heneticiaries :u,d - a: _ • 
rallv allv with their clients m creatmg a conjsu.T.er :-cir • 
zation to provide teedbacKi on serv ices thev --e-ceive 

Outss'nes Public human ser̂ -ice authorities -rc- o 
establish the outcomes that thev expe-;t managed :a.-̂  • ; 
achieve for their clients Commission purchasing SPOT -•̂  
are responsible for buving these outcomes, and it s -n • .-
the managed care company to determme m a ccmpet.t . 
market the best manner to achieve those outc:m.es 

.Management: A sophisticated purchasing sponsor ... 
make substantial demands on health provider organioa-
tions and plans m order to establish qualitv care and 
effective outcomes. Typically, employer purchasers ana 
purchasmgcoalitions will demand that plans meet cerain 
performance standards to qualify to be offered to emplov-
ees. Over time, as provider organizations develop pertor­
mance reportmg capacity, qualitv standards are refined 
and improved. Managed care that is aggressively pur­
chased has substantially improved heaith care 

Four States Discuss Managed 
Public Child Welfare [nttiatives 

Four public child welfare and human serv ice adrrun-
istrators presented their state's expenences with managed 
care and child welfare at NAPCWA's December torum A 
synopsis of each state's managed care program is provided 
below. 

New York 

Fred Wulciyn. dirertor of the Office of Managed 
Care for the New York State Department of Social Services, 
descnbed the HomeRebuilders program in New York 
State. HomeRebuilders is a public/pnvate parmersmp 
involving the New York State Department of Social Ser­
vices, local social service districts, and voluntary child care 
agencies. The state implemented legislation that allowed 
the department to offer a capitated rate to agencies under 
which they can offer flexible, noncategoncal. wraparound 
services tailored to each family's needs. The capitated rate 
was esublished by deterrmning the average numcer ot 
days that identified groups of children required out-of-
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 
administranve resources to an identified group ot children 

Currentlv six voluntary agencies under contract to 
the New York City Child Welfare Administration OVA) 
offer the HomeRebuilders program. In addition to tlevicle 
funds, the agencies receive enhanced case management 
services from the Office of Case Management (OCM) and 



•••,o,.p: :n Ca^e'-lanagement ACM j ^rmg-NeeMV v is.ts 
._, .-^ ige'-c.e^ C^M and .ACM staff work ;:oseiv .s.tn 
O'.Mn the tam.i.ies and agencv ,taff to resolve issues more 
etfec'iveiv 3r.d ;ead to a more timelv response to agencv 
requests tor oi>cnarge 

'Aulczvn urged puolic cniid welfare admmistrators 
• 3 identiiv resources tnat currentlv exist in their agencies — 
as u ell as to cuitiv ate an agencv culture tnat allows tor new 
rrovations such as managed care—to prepare tor eftec­

tive. long-range -eiorm of their agencies 

Ohio 

Isaac Palmer, deputy director of the Office of Child 
Care and Family Services for the Ohio Department or 
Human Services, discussed Ohio s managed care pilots In 
Ohio. SIX counties are experimentmg with managed care in 
order to contain placement costs, mcrease placement op­
tions, establish good practice outcomes, and share respon­
sibility for service delivery and outcomes. All public agen­
cies that servechildren—particularly those providmg men­
tal health, substance abuse, mental retardation, public 
health, education, and juvenile court services—are in­
volved in plannmg each countv s managed carc contract. A 
county mav choose to contract with a smgle private pro­
vider agency, a consortium of pnvate ageiKies, a large 
behavioral health provider, or another county. In tum, 
managed care providers must offer a full array of place­
ment resources, includmg regular foster care, residential, 
and day treatment options; an adequate number of foster 
care resources; a management infomution 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 
mtervenf'ons necessary per placement ""isode. 

Eacit Ohio county undertaking manured child wel­
fare services is responsible for defining outcomes and 
values to be included mits managed care contracts. Palmer 
provided some examples of values that should be guaran­
teed in such a contrart, including assurance of neighbor­
hood-based foster homes, group sibling placement, a single 
placement per child, family mvolvement in treatment ser­
vices, and cultural responsiveness. In additioa the county 
retains the right to establish and mamtam policies govem­
ing which clients are to be served and when they are 
retumed home, monitonng the quality of programs, and 
providing opportunities for client participation in policy­
making and quality monitormg. In addition, the basic 
elements m the counties managed care contracts include 
utilization management controls, which discrete popula­
tions will be served, price management such as a per<ase 
rate or capitation, smgle point of entry or referral, assump­
tion of full or partial risk, statement of practice values, 
credentialled 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 

•-er̂  ices unnl'iie client s medicai : ;rdit:c.- ---̂  — e: •.-: 
SecauseOhio IS a ccuntv-adminiite-ea-'j'e 

punlic cniid welfare agencv assists the counties c c . 
.ng a tull ranee ot technical assistance, a noi.e- c aie ~ :-
aged care contract tor tnem to taiior to tneir 
assistance in evaiuatmg contractor prcpcsdls J.-'J 
ha..-; on what other counties and states are d::rg ••. -
managed care Palmer noted that m.anv ot the count.e^ : -: 
have undertaken managed care m Ohio nave -ea.icr: 
significant cost savings as well He cautioned .-•: .s e•.-.• • 
that managed care works best tor those counties ex perle - : 
ing mcreased placement costs, an inadequate numcer : 
foster homes, a high number ot children mappropr:a'e •. 
placed m tne most restrictive settings, m.creasmg ;.;:cc. 
caseloads, and pressure trom the iudicial svstem In 
trast. managed care mav not work as weil tor -nose -c 
ties where these demographic trends are not tai>ung : 

Charles M. Palmer, director of the Iowa Depanment 
of Human Services, outlined systems of managed care that 
have an impact on ctuldren m the Iowa child weitare 
system. Children served through the Iowa Department ot 
Human Services may receive services through five differ­
ent programs, all of wfuch provide a review or authoriza­
tion function. 

• HMOs that provide a voluntary option for people w no 
are Medicaid-eligible through the Family Investment 
Program (FIP), Iowa's welfare reform mitiative. Imple­
mented in October 1993, the FIP provides a needs assess­
ment for clients who receive AFDC. Based on this needs 
assessment, individual clients enter mto a contract w ith 
the state agency that specifies their plan for achieving 
self-sufficiency. 

• MediP ASS, the state's primary care physician case man­
agement program, which is an option for RP and FIP-
related Medicaid recipients who are not served by HMOs 

• Iowa Managed Substance Abuse Care Plan, through 
which substance abuse services are provided for almost 
all Medicaid recipients, mcludmg those enrolled m H.MOs 
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—a clini­
cal authorization process for the treatment component 
of services mcluded withm the child welfare svstem 
Services are provided regardless of the child's Medicaid 
eligibility 

Responsibility to coordinate Service deliverv across 
systems rests with the child's caseworker as well as vMtn 
those persons witfun each entity who review/authorize 
services. 

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



• ponsiciiities wouid prevent tnem trom providmg ser-
. ,ces .As a result, tne state lost some ot its clinicians The 
,tate then tilled those vacated positions with additional 
jhiid protection stait and ailowea the m.anaged care pro-
•. ider̂  to tane ;n .more cunical ser- ices 

c'ai.mer encouraged numan ser.ice administrators 
.V no 'A ere considenng m.anaged care to defme the goais 
and tne vision tor a managed care svstem. the pomt at 
.srucn tne agencv will rum over service delivery to man­
aged care providers, wnere risk is to be shared i includmg 
^pecirvmg in the contract that the provider cannot 'dump ' 
narder cases), and to communicate and publicize the shirt 
'0 managed care among statf and the puolic. 

West Virginia 

Sue Sergi, conimissioner ot the Bureau tor Children 
and Families for the West Vireinia Department ot Health 
and Human Resources, discussed the state s efforts to 
implement managed child welfare. The department is 
responsible for meeting the health, safety, and treatment 
needs of eligible children and families who are mvolved m 
the cfuld welfare, iuvemle justice, and children s mental 
health systems. Currently the department directly pro­
vides child protective services, foster care, and adoption 
services for children and contracts with pnvate providers 
for the delivery of behavioral health and rehabditative 
services, mcludmg family preservatioiu treatment foster 
care, cnsis shelters, group care, and residential treatment. 
The department is now seekmg approval from the Health 
Care Financmg Administration (HCFA) fora 1951(b) waiver, 
which would allow the state to contract with a smgle 
managed care organization (MCO) to assist in the admin-
LSIranon, coordination, and delivery of all behavioral heaith 
and rehabilitative services sutewide, as well as foster care, 
adoption, and juvenile services. 

West Virginia s goal for the managed care prtxess is 
to achieve significant improvement in at least the followmg 
four key areas: to better align the service delivery system 
and fiscal mcentives with the sute's guiding values: to 
improve access to a more balanced array of coounumry-
based, familv-focused services designed to meet the mdi­
viduai behavioral health and rehabilitation needs of ctul-
d ren and families statewide: to improve quality, outcomes, 
and consumer satisfaction for all behavioral health services 
provided tfirough a balanced system of care: and to im­
prove cost control, assunng that consumers receive the 
least costly and least restrirtive servKes necessary to ap-
propnately and sutficiendy address theu' identihed safety, 
behavioral heaith, and rehabilitation needs. 

.A varietv of efforts have been mitiated to facilitate the 
development and implementation of the managed befuv-
loral health/health care welfare program: a steermg com­
mittee was formed, consisting of kev staff from the bureaus 
for Public Health. Children and Families, Communitv 
Support, and Medical Services (Medicaid); managed care 
and child welfare consultants were engaged to provide 
technical assistance; a 1915(b) waiver request was submit-

Comings and Goings 

fan Cooper has left APW.A to provide mrormj-
t:on management and consulting m .New t-iampsmre 
Cooper was a senior poiicv anaivst in the Farruiv irz 
Child Welfare Division ot .APW.A, w nere she concen­
trated on family preservation and tamiiv suppor 
services, mrormation svstems. and ^i^•. .AIDS pre­
vention among at-risk vouch. 

Ken Patterson has been appomted admmistra-
tor of the Division of Children and Familv Services 
tor tne Nevada Department of Hum.an Resources 
Patterson recently completed a vear-iong teilowsnip 
with the .Annie E. Casev Foundatioa Patterson is tne 
former director of the Bureau of Children s Services 
for the Idaho Department ot Health and Welfare 

Rose Alma Senatore has loined Network Six. 
Inc.. a computer systems firm serving govemment 
human service agencies, as a special child welfare 
program consultant Pnor to loining Network Sn, 
Senatore was commissioner for the Connecticut De­
partment of Children and Families. 

ted to HCFA; numerous provider/consumer task tea 
were created to develop MCO system standards for i 
cal necessity, utilization review, level of care cntena, pro­
vider qualifications, grievance procedures, MCO sutf crv-
dentiais, client outcome measures, and system perrar̂  
mance mdicators; an additional team was formed to exaD-
me and define new roles. responsibUities, and gate-keepsK 
hinctions of department and MCO staff regardmg croix 
welfare services: and a broad-based managed care aor?-
sory council was established, consisnng of 35 represeoa-
tives from ail consumer and provider groups statewiae. 
who offer recommendations and feedback to the depatr-
iTwnt regarding all managed care issues and decisions. 

Additional tasks arc also being addressed m order -rx 
the managed carc process to succeed: answers to umnr-
mentation questions from HCFA are bemg preparea :3 
submission m order to receive waiver approval; a reouM 
for proposal (RfP) is bemg finalized to distnbute to sxsr 
dmg MCOs once waiver approval is achieved; as part or 
waiver and RfP process, actuarial dau and analysts io-
being prepared by contracted consultants, who also 
assist the department in choosing a smgle MCO ana -
negotiatmg their contract A phase-m schedule for maay 
aged care must also be developed and implemented, wc-
concurrent reorganization of the departmeni; and thie TSS-
formance of the MCO must be monitored, measured, am. 
adjusted as necessary to improve the overall system 
care. In addition, if Medicaid reimbursement is resc-u: 
tured mto federal block grants, necessary adjustments : 
the sute plan and the tnanaged care program will hav e -d 
be made. 



Managed Care Glossary 

.Administrative Costs 

Costs related to utilization review, insurance marketing, medical underwriting. 
agents' commissions, 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 
ot benefits, to be enrolled in disproponionate numbers and lower deductible plans. 

Agency for Health Care Policy and Research (AHCPR) 
The agency of the Public Health Service responsible for enhancmg 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 
is 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 
of 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 hy 
physicians who belong to a specially formed, but legally separate, medical group 
lhat 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 assume 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 professional 
(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, i.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. 

Employee Retirement Income Security Act (ERISA) 
ERISA exempts self-insured health plans from state laws goveming 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 ofthe 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 
govemment 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 govemment. 

Fee Schedule 
A comprehensive listing of fees used by either a health care plan or the govemment 
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 felt to be the most 
useful and cost effective for patient care. Organizations often develop a fomiularv 
under the aegis of a pharmacy and therapeutics committee. In H.MOs. phvsicians are 
often required to prescribe from the formulary. 

Gatekeeper 
.A primary care physician responsible for overseeing and coordinating all aspects of 
a patient's medical care. In order for a patient to receive 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 employees (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 IPA 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 infonnation on health plan management. 

Hold Hannless 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 organization delivery model in which the H.VIO contracts 
with a physician organization, which, in turn, contracts with individual physicians. 
The IP.A physicians practice in their own offices and continue to see fee-for-service 
patients. The HMO reimburses the IP.A on a capitated basis; however, the IP,A 
usually reimburses the physicians on a fee-for-service basis. This tvpe of svstem 
combines prepayment with the traditional means of delivering health care. 

Managed 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; usuallv 
markel share is 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, 
facilities, 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 period 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 fall within the norm; term typically 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 of the prescribed 
geographic area of the HMO. 

Outpatient Services 
Outpatient services are medical and other services provided by a hospital or other 
qualified facility, such as a mental health clinic, mral health clinic, mobile X-ray 
unit, or free-standing dialysis unit. Such services include outpatient physical therapv 
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 ofthe 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-Scrvice 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 is medically necessary. 



Prefemed Provider Organization (PPO) 
A PPO IS a health care arrangement between purchasers of care (e.g., employers, 
insurance companies) and providers that provides benefits at a reasonable cost bv 
providing members incentives (such as lower deductibles and copays) to use 
providers wuhin the network. Members who prefer to use nonpreferred physicians 
may do so. but only at a higher cost. Preferred providers must agree to specified tee 
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 being 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 
population. 

Risk Pool 
A pool of money that is to be used for defined expenses. Commonly, if the monev 
that is put at risk is not expended by the end of the year, some or all of it is retumed 
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 
Administrat or Individual 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 tho.se 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 is a 
systematic means for reviewing and controlling patients' use of medical care 
services as well as the appropriateness and quality ofthat care. Usually involves 
data collection, review and/or authorization, especially for services such as 
specialist referrals, emergency room use, and hospitalization. 

Utilization 
The pattems 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 ofthe 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 Ser^-ices 

Nearly all 50 states are undergoing some 
rype of reform in child protection and 
child welfare sen/ices -- whether m an 
artempc to respond to or circumvent 
legislative changes, as a reaction to 
litigation, threat of litigation, budgetary 
concerns, or public criticism: or in a 
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, qualiry, 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 
health services. 

incrementally, starting with limited 
sen/ices, specific geographic 
regions, and/or particular 
populations. 

In addition to or apart from any plans to 
use managed care techniques. 34 of the 
49 states plan to restructure, or are 
currently restructuring the administration 
of child welfare services. Thirry-six state 
legislatures have considered measures 

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

Management and 
Admin is t ra t ion of Child Welfare 
Services 
Of four states considering applying 
managed care principles to child .velfare 

service delivery: 

^ 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. 

In February and March 1996. the 
Child Welfare League of Amenca 
(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 
administration. This article contains 
information f rom 49 states. " 
(Information f rom Nebraska was 
unavailable.) The purpose was to 
establish a baseline f rom which to 
monitor the implementation and use of 
che principles and technologies 
associated wi th managed care in the 
delivery of child welfare 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 wi th providers using 
models such as capitated rates, case 
rates, incentivized fee-for-service, or 
performance-based contracts. 

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

V 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. 

that would significantly change the 
delivery of child welfare sen/ices. In 24 
states, the governor signed into law at 
least one provision that would 
significantly change the deliver/ of child 
welfare services m that state 

Wi thout question, states are motivated 
to change and they are plannmg and 
implementing change (In j t least 19 
states, the move to a man.iged care 
approach originated m the state or 
county child welfare office ) 

It is important to note the many 
limitations of this survey. Interviewers 
were aware of differences m che level of 
certainty of the respondent and 
ambiguity and variance in che definitions 
of several terms (including managed 
care). Also significant is che fact that each 
state IS at a different stage of 
implementation. Reported information 
regarding the specifics of state plans 
includes changes states are considering. 

4 Eight states are considering 
! plans in which che scace would be 

entirely responsible for managing, 
delivering, and moniconng the 
services covered under a 
managed care plan 

Fifteen staces are conside'^ ng 
plans in which che scace would 
manage the system, but woi.ld 
contract out for certain 
management functions. 

Seven scaces would seek .in 
outside organization, agency, or 
vendor to contract for deliver, 
and monitor the services covered 
under the plan. 

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

Eleven states would not place any 
restrictions on the type of agencies 
or organizations eligible co submit a 
proposal. 

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

N o state indicated that for-profit 
management organizations would be 
excluded f rom submitting a proposal 

Targeted Populat ions, 
Geographic Regions, and 
Services 
Most current plans to implement 
managed care techniques and principles 
will affect only a port ion of the child 
welfare population and involve limited 
service areas. 
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> Seventeen staces would implement 

cheir managed care plan across che 

state. 

. Four scates would Implement cheir 
plan .n a specific geographic area. 

• Six would llrr-^ their plan co a 
specific number of children. 

•• Twency-four scaces indicated chat 
chey would include one or more of 
che following populations: children 
in kinship care, family foster care, 
residential or group care; and 
children in multiple systems (child 
welfare, juvenile justice, and/or 
mental health). 

' Six respondencs indicated chat 
cheir 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: 

- Family Foster Care (59%) 

• Residential Treatment (55%) 

- Group Care (52%) 

outcomes. Of chose 23. only I 2 have 
identified indicators or ocher outcome 
measures. Twenty-eight of 49 states 
reported currently using performance-
based concraccs for at least one area of 
child welfare service delivery. Six scaces 
currently contract wi th pnvace agencies 
using a rate structure chat allows che 
provider CO share potential financial nsk 
and retain potential savings. 

•Access: 3 7 % bener . "o .^r-
I I % same and 4 4 % c;cn : ^ -

• Quality: 2 2 % berter, J % ..,o: 
I 5 % same and 59°'o con : 

state Goals 
Of states considering using managed care 
techniques. 29 staces identified specific 

Preliminary Conclusions 
While It IS clear chat applying ••r-arage'" 
care to child welfare is under discuss o' 
In a large maiority of scates. che sur.ev 
highlights enormous varadon among 
scaces -- f rom differenc definitions of 
managed care to a range of plans, 
targeted populations, and cimetaoies "c 
che applicacion and implemencacion cf 

managed care principles Of scares 
t ^ ^ ^ B considering solicicmg outside 

The top three service areas ^ proposals for management 'unc: c ^ 
included or under consideration 1 " '̂̂ . J ^ ^̂ "̂  ° ̂  "̂ "̂ ^̂  

prohibit a potencial management •: 
for either provider ner//orks or 
private for-profit managed care 
organizations. Nearly eve'^/ s:ate 
considering using managed care 
reports involving providers n :he 
planning process. 

for inclusion in a managed care < 
plan are: 

> Family Foster Care (59%) 

> Residential Treatment (55%) 

MGroup 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 w i th these 
cools. 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 
che state plan or RFP-identified specific 

goals they hope to achieve. The top 
three identified goals were: 

- Bener Quality (80%) 

• Cost Efficiency (73%) 

Increased Customer Satisfaction 
(55%). 

Linkage with Medicaid Managed 
Care 
Survey results demonstrate a need for 
linkage and information sharing f rom 
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 welfare 
services. 

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

The evidence of such wide dr-ers : 
among state plans is significanc 
is no single, universally applicaole 
model chat is managed care THe 
plans in each scace are snjoed Dy 
unique policical. geograpnic. 

demographic, and systemic 
characteristics, as well as differing eve 
of available resources 

Improved understanding of che 
application of managed care tools -o : 
welfare services is increasingly i m p o r 
for those concerned with maincainir : 
improving the quality and efficacy of 
welfare services. While few plans, f 
have reached che point where an 
evaluation is possible or useful :his 
survey is the first step coward moni-
che development and implementacQi 
state managed care plans 

by Charlotte Mc C jitou^h i-o < '.',-i • - 1 " ^ -

For additional informjton. 
r-1cCullough, Director o( ='jrn ; 
Institute. Child VVelfare League 01 - • :i 
Street. Northwest. Suite 3iO . - r-' 
20001-208S. 202-942.0242 '.u. i:: -.^ 
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:>.ar.ge is ccv.c-s ac eve-/ level cf :;-,e - - - : a l -.eal-.- ar.l 3_:star,c- ar-se 

er-tierprise. Currencly, r.cre t.̂ an i:7 - i l l i c r . persons are ccvered by scrr.e fom 

cf -nanaged cer.avicral healchcare, a.-d IT States have received waivers for 

Medicaid rar.aged care ch.ac include T.er.cal health ar.d chemical dependency. This 

dramacic char.ge derands a new Izok ac the state of informacicn develcprr.enc, 

p a r t i c u l a r l y data standards. 

In a managed care envircnment, consumers, prcviders, payers, and ranagement 

services e n t i t i e s w i l l a l l be ccncemed with, and affected by the q-.:ality, 

apprcpriateness, and ccverage of the data standards chat are employed. For 

e.xample, ccnsu.mers w i l l wane informative report cards with which C3 choose 

behavioral healthcare plans; providers w i l l be concemed with the mstr-j-ments 

used to measure the outcomes chey achieve, with t h e i r relationships to che 

volume and type of c l i n i c a l encouncers, and with capitacion rates paid for 

care; payers w i l l seek accurate information cn costs and che effectiveness of 

expenditures; and management ser-zices e n t i t i e s w i l l need to understand how 

well c a p i t a t i c n systems are working. Thus, fcr differenc reasons, a l l 

participants i n the mental health and substance abuse enterprise w i l l be 

concerned with daca standards. 

Aithia each cf the examples cited above, s t a t i s t i c a l mfcrmaticn systems need 

CO be based upon daca sources chat employ ccmr-.on daca standards i f they are co 

be successful. In other words, summary i n f o r r a t i o n is only meaningful i f based 

upon a common metric and cortur.on definicicns. Hence, daca standards form the 

basis for the mental health and substance abuse information e.nterprise. 

The purpose cf this chapter is to examine che degree to which current mental 

health and s-ubstance abuse data standards must be updated to be resocnsive to 

the dramatic evolution of mental health and S'jbstance abuse services under 

managed care financial arrangements. This w i l l be accomplished by reviewing 



--.•'•:,s ? f f : r t 3 at ie-.-elcp-ent cf data standards and e.xa.-.i.-i.-.r -..-.es-

perspect i-.'e 

r:nc..de by discussing pctsntial partnersnips tc f a c i l i t a t e .-.e-ced r.-.anges and 

u,. --.se z ---c-rencaticns fcr scecific courses cf action. -

aXRLY K7F0RT3 XT 3TXOTXRDIIAT10N 

More t.han a centur/ ago, the Û. S. Census Office worked (;oJlaboratively with 

the N-ew England PsychologTcal Association'to define seven d i s t i n c t fcrr.s of 

mental i l l n e s s (mania, melancholia, monomania, paresis, dementia, dipsomania, 

and epilepsia) to be used m the 1980 census of the population. This 

collaborative -undertaki.-.g set the tone for subsequent work that was to ensue 

in national census a c t i v i t i e s . 

Later, these e f f o r t s were expanded to mental health providers. Starting with 

t.he 1323 Census cf Patients m Mental I n s t i t u t i o n s , conducted by che then U.S. 

3ureau of the Census, diagnosis was used as one of the descriptive variables 

m state mental hospitals. This resulted from the j o i n t e f f o r t s of t.̂ .e 

yjaticnal Committee for Mental Hygiene and t.he American Psychiatric Association 

to introduce a standard cla s s i f i c a t i o n of m.ental diseases i.nto m.ost of the 

state mental hospitals m t.-.e country. Subsequently, t h i s c l a s s i f i c a t i o n was 

adopted by t.he Surgeon General of the Army, the U.S. P-^lic Health Service, 

and by al.most a l l p-ublio and private mental hospitals. 

in 1949, Federal mental health s t a t i s t i c a l operations were m.oved to the newly-

created National I n s t i t u t e of Mental Health (NIMH) . Alm.ost i.^.ediately, NIMH 

set up the Model Reporting Area for Mental Hospital S t a t i s t i c s , a j o i n t 

e.ndeavor with the state m.ental health agencies. The f i r s t step i.nvolved a 

study of the 11 staces wich cencral mencal healch s t a t i s t i c a l offices to 

deter^.me d e f i n i t i c n s used, types and frequency of data collections, f/pes of 

reports generated, etc. A ma:or finding was that only 2 of the 11 states used 



.-.e same d e f i n i t i : . r s t ad-missicn, and t.'iat wide v a r i a t i c n e.xist^ 

;icn3 ci discharge and resident patient. 

.0 rsm.edy tne situa n. NIMH i.nvited t.̂.e 11 states to a meeting m l35i .-..̂.e 

st National Ccnfere.nce on ,Mentai Healch Statistics) to agree on a course of 

action and to begin t.he process of developing and implementi.ng comparable data 

standards. 3y 1365, 34 states were participating in this voluntary, 

collaborative project. In 136S, NIMH expanded the project to include 

ambulator/ m.ental health care and designated the annual National Conference on 

Mental Health Statistics as t.he principal vehicle for consensus building and 

standards deveiopm.ent. Generally, this endeavor was very successful and set 

t.he stage for subsequent progress. Cr. Morton Kramer, currently Professor 

Imeritus at Johns Hopkins University in Balcimore, was largely responsible for 

these developm.encs and t.he progress achieved. 

M«at*l Health Statiselcs Iaprov«m«nt Program (MH5IP) 

3y 1376, NIMH had effected a reorientation from data standards for state 

mental hospitals coward cne focused on mental health s t a t i s t i c a l standards for 

all mental health organizations. A new program was initiated ac this time--c.he 

Mental Healch Statistics Improvement Program (MHSI7)--to continue and expand 

the collaborative relationship with the staces and to evolve data standards 

t.hat reflected current developments ia mencal health services. 

For t.he f i r s t decade of the MHSIP, a l l work involved contributions in-kmd by 

participating states since federal grants were not available. To the present, 

the states continue co contribute in-kind by encouraging staff to participate 

m .MHSI? committees and by participating in national, voluntary data 

collections operated by che Cencer for Mental Health Services (CMHS) National 

Repcrti.ng Program (.NRP) for Mental Health Statistics. 



The i n i t i a l set cf data standards evolved by the ̂ S I ? -er; p -".i3.-.ed m l;-33 

These standards were based cn the -ental health crganitaticn as t.-.e principal 

reporting unit. Separate mmim.u.m data sets were prcpcsed fcr crganizaticns, 

for the clients they ser.'ed, and fcr the human resources available to provide 

care. By the middle of the decade, these data standards had been widely 

adopted by the states. The apprcach employed was viewed by che World Health 

Organization CVHO) as a T.cdel fcr emulation by other countries. 

INSERT FIGURE 1 ABOUT HZ7£ 

The 1993 MHSI? data standards were quickly accepted by the mentai health 

f i e l d . However, the environm.ent was changing rapidly--block grants were being 

introduced; a new focus was emerging on the population with serious mental 

i l l n e s s ; and state mental health planning was mandated under federal 

l e g i s l a t i o n . Managed care was also begirjimg to emerge m the early part of 

the decade, but was not a .major force 'until 19 90. 

As experience developed with the MHSIP data standards and as changes occurred 

i n the envircn-m.ent, the .MHSIP community recognized the need to update che 

standards. In 1989, two new minimum data sets were added--one for fin a n c i a l 

information, che other for events. The o r i g i n a l minimum data sets--

organizations, human resources, and clients--were updated. In addition, a 

conceptual framework was developed for the MHSIP, based upon hierarchical, 

r e l a t i o n a l concepts. The c l i n i c a l event was viewed as the basic unit of the 

system, to which one could li.nk c l i e n t , provider, and fi.nancial information, 

with i n an organizational frame. The revised and expanded set of standards was 

published i n 1989. 

INSERT FIGURE 2 ABOUT HEX£ 

These standards were subsequently expanded with s p e c i f i c recorjr.endations for 
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terfcr-ance measures a.nd f:r data sta.ndarcs f c r m i l d mental neaitn prtrrams 

The Ad Hcc Advisor/ Group tc tne MHSIP, a set cf state. I c t a l . and rcns-mer 

rspresentatives, has played a p a r t i c u l a r l y important role m developing the 

data standards and providing leadersnip to the f i e l d , ^ r . John Homick, 

director of Planning for the New York Office of Mental Health, is the 

Chairperson for 1994-95. 

In this same period, the National I n s t i t u t e on Drug Abuse (NI"A) and the 

.National I n s t i t u t e on Alcohol Abuse and Alcoholism (NLAAA) worked with the 

staces and local providers to define a mi.nimum daca sec for a Client Cata 

Svstem (CTS) to be reported on ever/ substa.nce abuse c l i e n t who received care 

from a public provider. Items included in che minim'um daca sec were designed 

to be compatible with the MHSIP, and ,MHSI? representatives were i n v i t e d to 

participate in the standards development process. The CES is s t i l l i n 

cperacicn ac present. 

NIMH awarded the f i r s t grants to states to implement the .MHSI? data standards 

in 1989. The or i g i n a l grants (type 1) were for $100,000 per year, for up to 3 

years of support. 3y 1394, v i r t u a l l y a l l states and t e r r i t o r i e s had received 

cne of these grants. Throughout th i s early period of MHSI? development, r.wo 

persons were instru-mental in i t s success, Mr. Cecil Wurster, formerly Chief of 

the Branch with responsibility for the MHSI? program, and Dr. Walter Leginski, 

currently Chief of CMHS programs for persons wi t h mencal illness who are 

homeless. 

In 1992, the NIMH grant announcement was expanded to include a second phase of 

implementation grants (type 2) and decision application grants (type 3) for 

the states. The second phase grants were intended to f a c i l i t a t e more complete 

implementation of t.he MHSI? standards; che decision application grants were 

for the purpose of developing and demonstrating che capacity co apply actual 

daca CO ad.m,iniscracive, policy, or research problems. 3och types carried 



stipends cf S'-IJ,::: per ..-ar. fcr -p tc 3 years t f s.ppcrc. As t : 1 :• ? 

tne gra.nt a.nr.c-ncemenc was revised by I}<HS . tne current crgani :a11 tna. 

"ccaticn ct federal mental health data cclleccion a c t i v i t i e s , aocuc tn, 

:.ne states and t e r r i t o r i e s had received seco.nd phase im.plementaticn 

grants; about c n e - f i f t h , decision application grants, 

CCTLRXNT ErrORTS XT STXKDXJU5IlATION 

I.l 1995, CMHS adapted t.he grant announcsme.nc to the dramatic changes t.hat were, 

occurring i.n the envircr.ment. The new announcement focused attention cn use of 

mform.ation fcr problem resolution; capacity development received less 

accencion. The 1995 anncuncement was directed coward the f a c i l i t a t i o n of 

comprehensive state mencal healch planni.ng and adaption of tha state mental 

health agency co healch care refom m i c i a t i v e s being planned or i.mplemented 

by t.he state. These tcpics are described i.mmediately below. 

H i s t o r i c a l l y , most scace mental health agencies have employed s t a t i s t i c a l 

inform.acion co plan only for scace-operaced or f-unded programs. This planni.ng 

cypically has not included mental healch organizations or practitioners from 

ocher n o t - f o r - p r o f i t or private sector e n t i t i e s . Similarly, mental health 

services delivered through primar/ care organizations or pract i t i c n e r s , social 

service organizations, or self help groups have not been encompassed m this 

planni.ng. 

As the states move toward managed care, i t is essential chat their plar_ning be 

expanded to encompass t.he entire population with mental i l l n e s s , as well as 

high r i s k groups. This w i l l permit each state to understand che dynamics of 

cliencs who move from privace sector plans to public sector managed care 

programis or ocher safety net programs operated by the state. The new .MHSI? 

grant announcement encourages the acq-uisicicn and analysis of q-uanticative 

data for such planni.ng. 
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-no -se ser . - i tes . This >.as :ened a-areness : : t cnsure r perspet t i - .es :n 

s 
• r.-ite deli'-er/, outcome, and reccver/ !3ses 

rs use 

• As-a-second-.T.a--or.-endeavor, the Ccns'-mer/Sur/ivor Work Group has engaged m 

research through focus groups to define che cognitive m.ap3 th-at consumer! 

to c.hi.nk about ser/ice outcome. Currently, che Work Group is participacmg 

with CMHS and .MHSI? in che development of a managed care report card for 

mental healch and substance abuse. Development of th i s report card w i l l create 

a me'thod*̂ oT providing feedback co consumers on plan performance. The fi.nal 

product w i l l be made available to the states for use i n th e i r contracts with 

managed care organizations. 

DATA STANDXJirS FOR BKHAVIORAL HXXLTHCX« 

The MHSIP data standards provide an excellent foundation for the information 

systems required by managed be.havioral healthcare. However, che current 

system of standards requires e.xpansicn and m.cdification to m.eet t.he f u l l ra.nge 

of information needs i n the future. Essential developments m content, 

recordi.ng, and transmission standards are i d e n t i f i e d below. 

Conc«nt Standards 

Essential components of a good inforaation system for managed care include, at 

che person lev e l , data on the health status of t.he covered population, 

enrollment and encounter data for each covered person, and cutcom,e daca. In 

addition, the system w i l l include infomation on disorder rates m t.he general 

population, descriptive information on the organization and operation of 

managed care e.nticies and che providers t.hat contract with them, and 

performance information on individual managed care plans. 

INSERT FIGURE 3 ABOUT HERE 



:-:ealth status :iata should be collscced at tne individual Live. :.- :rder t : 

assess the individual s need fcr treatment. This wculd mcl.ie .-:cr-.aticn cn 

the nature of t.he m.ental health or suosta.nce abuse prcolem being i.xperle.nced 

and the impact of that prcblem on che f-_nccioning of che person. The essencial 

concept is to i d e n t i f y problem and f-unccioning measures chat are t r e d i c t i v e of 

che need for mental health cr substance abuse ser/ices and t.hac can be used i.n 

che deveiopm.ent and assessment of c l i n i c a l treatment plans. 

Some work has been completed in chis area. The National Comorbidicv Sur/ey i s 

based on the Composite International Diagnostic Instru-ment (CIDI) , The CIDI is 

an instrument chrough which lay mcer/iewers can assess psychiatric and 

substance abuse diagnoses. Dr. Ron Kessler has completed methodological work 

on che CIDI to i d e n t i f y stem questions t.hat are highly predictive of 

diagnosis. At present, the "CIDI seems" need to be codified into data 

standards, and a pa r a l l e l set of items on functioning needs to be added to 

these standards (see discussion of outcom.e m.easures below) . 

Enrollment and encounter data are req'uired to monitor managed care plans. 

Enrollment data should be c o l l ected at the individual rather than aggregate 

group level; chey can provide an overview of the sociodemographic 

characteristics of an enrolled population. Together with healch scatus data, 

enrollment mform.ation permits the constructicn cf d i f f e r e n t r i s k pools whe.n 

coupled with service use information. By contrast, encounter data are needed 

to provide a mnning account of services received AND their costs for each 

c l i e n t . Such information can be used by providers to determine whether t.hey 

are exceeding agreed upon capitation rates; i t can also be used by states and 

other payers to monitor what types of persons are receivi.ng what types of care 

and how this compares with the health status. MHSIP provides an excellent 

foundation for encounter data through the event data set developed as part of 

che 198 9 standards. 



- -- c i v , tne 5-cccmrittee cn Mental Health S t a t i s t i c s t f tne '- S. lepartment 

cf Health and Hum.an Ser/i:es Nacicnal Ccmmiccee cn V i t a l and Health S t a t i s t i c s 

IS debacmg wnac snouid be recomr.ended for enrol Imenc and encouncer minim.um 

daca sets. The Subccm.mictee w i l l pay p a r t i c u l a r attention to what would d i f f e r 

in enrollment and enccuncer daca scandards for populations with mental health 

and substance abuse problems, compared with other populations. The overall 

National Comjnittee is preparing to issue proposed enrollment and encouncer 

minimum data sets to che entire health f i e l d ; t.he work of the Subcommittee 

w i l l be incorporated mco chis product. In a n t i c i p a t i o n of t h i s product, the 

Ad Hoc Advisor/ Group to tne MHSI? is preparing a report on enrollment and 

encounter data co S'ubmic ta che Subcommittee. 

Outcome data are a necessar/ component of an integrated, managed care 

m.anagem.ent information system. Yet, a major d e f i c i t of the mental health and 

substance abuse fields is the lack of agreement among consumers, family 

members, clini c i a n s , re.habilitation specialists, administrators, and 

researchers about how to measure the outcome of ser/ices. This d e f i c i t has 

hampered che developmenc cf improved c l i n i c a l protocols, as well as the 

standing of these f i e l d s m the broader c l i n i c a l commmity. 

In recognicicn of che need for rapid developmencs m che area cf cutccme 

assessment, che .Natic.nal Alliance for t.he Mentally 111 >NAMI) has entered mco 

a collaboracive project with CMHS. NIMH, NIDA, NIAAA, and the E l i L i l l y Co., 

to engage in three tasks: the development of a set of principles for outcome 

m.easures and systems; t.he implem.entation of a longitudinal demonstration to 

document an improved outcome measurement system; and-the evolution of a 

corrnunication strategy that can highlight t.he progress being made in t h i s 

area. Broad-based i.nput w i l l be sought from the mental health and substance 

abuse f i e l d s cn che produces from this project. 

Other projects are evolvi.ng co examine how c urrent instruments, such as the 



e n t i f i r a t i c n Scale H A J I S - } ! . :ne ."^edital !-ttc~e3 

Study Short Fcr-:̂  SFls . and the Glcbal Assessment cf ."unctitning l A j : taut ce 

aobreviated and adapted fcr a managed care environment. Clearly, a need exists 

for t.he evclutic.n cf data sta.ndards for outcom.e m.easures. 

Disorder races in the ccoulation data should be collected on a sample basis co 

allow for assessment of che overall health status of the general community 

population. These data ccm.prise a necessary component for adequate ser/ices 

planning at the system le v e l . The c o l l e c t i o n of these data over tim.e, can be 

used to provide informacicn on overall system- performance wit.h respect to i t s 

effect cn che general pcpulacion. 

The a b i l i t y to obtain chis t>pe of data hinges on tha e f f o r t s underlay to 

develop and test good predictive health status measures that cam be used 

within general population samples. The "CIDI stems", described e a r l i e r , have 

already been i.ncorporaced i.nto the 1994 National Household Sur/ey of Drug 

Abuse, an a.nnual household sur/ey conducted by the Office of Applied Studies 

within SAMHSA. I t is anticipated chat they w i l l also be included in the 

t r i e n n i a l pericdic m.cdules of the redesigned National Health I.nter/iew Sur/ey, 

scheduled for m i c i a t i c n i n 1996" by the National Center for Healch Sc a t i s t i c s . 

Descriocive i n f c r " a t i c n i s required on managed care encicies and on che m.e.ncal 

health organizations and providers that' contract with them. Characteristics, 

such as organizational structure and linkages, types of plans a.nd ser/ices, 

types of payers and enroilees. types of organizational ajid individual 

providers, and sources of revenues and expenditures, are relevant. This 

information is similar to that collected through the I.nventory of Mental 

Health Organizations and General Hospital Mental Healch Services (IMHO), 

currently conducted by C<HS, 
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The '.'.Z-.O nad already teen -.cdif.ed tc collect i n : : r - a t i : n :n tne 

r a r t i c i p a t i t n cf mental health crganitatiens m -anageo tare plans In 

acditicn, a checklist -as developed to c c l l e c t mfcrm.aticn cn cne ra.nge t f 

ser/ices availaole thrcugh these organizations : The evoluCicn^sf che-IMHC-wvll -

concmue m che fucure to r e f l e c t che changes bei.ng made m managed care 

praccices. 

Plans are deip-eloped to collect information from managed care e n t i t i e s t.hat 

operate or contract for networks of'providers, as well as for health 

maintenance organizations (HMOs) that provide d i r e c t l y or contract for m.ental 

health ser/ices. I n i t i a l work m this area w i l l be undertaken m late 1395 

through a CMHS m.eeci.ng wich managed care encities. Clearly, organizational 

data standards w i l l req-uire revision to accorrr^odate to these new requirements. 

Perform.ance mfcr-atlCh is required to evaluate managed care plans. Peg??* 

cards are one specific farm of perfomance m f o r r a t i o n t.hat w i l l spark 

dialcg-ue among key groups as they are developed. As noted above, CMHS i s 

currently collaborati.ng with the .MHSI? and representatives of t.he consumer 

community to develop a m.ental health and substance abuse report card, 

o r i m a r i l y from che cansu-T.er perspective. This report card w i l l encompass che 

key dim.ensions of access, appropriateness, outcome, prevention, and 

sati s f a c t i o n . I t is a.nticipated that t h i s report card w i l l be available m 

„^^^_.ypg £3i-n̂  far c r i t i c a l review by early f a l l 1995. 

Simultaneously. CMHS is working with other key groups develcpmg behavioral 

healthcare report cards to f a c i l i t a t e coordination among them. One meeting has 

already been held among these groups, and additional meeti.ngs are planned. 

These groups are the National Corranittee on Cuality Assurance (NCQA) , the Joint 

CcT^.ission cn Accreditation of Healthcare Organizations (JCAHO) , che A-merican 

Man.aged Behavioral Healchcare Association (AM3HA), the I n s t i t u t e for 

Behavioral Healthcare (I3H), and NAMI. A collaborative endeavor among these 



:a-ewcr.'<; data sta.ndarcs m tnis area 

R«cording vzd Traatiai• • ion Standards 

Eq-ually of concem co che mencal healch and substance abuse fiel d s are che 

recording scandards for c l i n i c a l data and the transmission standards for 

sharing electronic versions of c l i n i c a l and f i n a n c i a l inform,ation. Recordmg 

scandards are needed for che mental health and substance abqsf components of 

an electronic patient record, which is currently being developed. Transmission 

standards are concemed with che form i n whie'h information is sent and 

received electronically, as well as the format chat is employed for such 

information. Both areas are mtim.ately li.nked with privacy and 

con f i d e n t i a l i t y concerns. 

Recording standards are very important at present because chey w i l l ultimately 

define the c l i n i c a l information that is captured about clients and the 

ser/ices they receive. In most instances, derivative s t a t i s t i c a l information 

w i l l be limj.ced by the nature and scope of chis electronic information. CMHS 

13 currently supporti.ng an Ad Hoc Work Group for the Computerization of 

Behavioral Healch and Human Ser/ice Records chat w i l l prepare recommendations 

for recording standards. 

At present, m.ost work on transmission standards is outside che f i e l d s of 

mencal health and substance abuse. The National I n s t i t u t e cn Standards and 

Tech-nology (NISI) of the U.S. Departm.ent of Commerce is currently worki.ng m 

chis area, and che European Common Union (ECU) has set up a project to 

id e n t i f y appropriate transmission standards. At minimum, information 

representatives cf the mental health and substance abuse fiel d s need to stay 

abreast of this work. 

PXATNBRSHIPS FOR THS fUTURi 



-e prepare f t r tne l i s t tentur/, .e n-eo tc envisitn nt- -e wi.. tev-.rp 

lata stanaards fcr the future and the new partnersnips and ;:inc veneres tnat 

. i l l be nested to -axe this possible. Clearly, task fccus and partnersnip 

• i.nxage are^interdece.ndenc and^s>-efgisc-r: Suggesced belcw are several .major 

partnerships t.hat could be ver/ productive at che present cim.e, cogecher with 

a b r i e f ccmrr.ent cn che partners who are needed in order ta make these 

endeavors successful. 

Partnershits co revise current '^SI? data standards must be a high p r i o r i t y m 

the short-term future. The areas t.hat should be incorporated or revised have 

already been described above--healch scatus, enrollment and encounter, 

outcome, and system description and performjince. The key to future work i n 

thi s area is to add new partners, such as managed care encicies and KMOs, 

while conci.nui.ng che excellent collaboration of CMHS with consum.ers, 

providers, and staces i n i c i a t e d m the past. This work should be undertaken as 

soon as possible m order co mamcam consiscency of inforracion collected on 

-anaced behavioral healthcare, as chis f i e l d evolves rapidly. 

Partnershms to develcc a mental healch and s-ubscance abuse re t o r t cayd for 

-.snared care is another high p r i o r i t y . Previous work has been described above. 

The c r i t i c a l issue at present is to achieve an appropriate level of 

consistency m report cards across public and private plans and d i f f e r e n t 

ser/ice secti.ngs. For example, report cards for private plans may not require 

t.he same range of information as those for public plans because the c l i e n t s 

are vastly different and the i r service needs are not as extensive. However, 

when the sam.e topic is covered on d i f f e r e n t report cards, then i t is 

reasonable to expect that i t be measured i n comparable ways. A l l major 

e n t i t i e s developi.ng report cards for managed behavioral healthcare--

CMHS/MHSIP, che National Comnitcee on Qualicy Assurance, t.he I n s t i t u t e for 

Behavioral Healthcare, the Joint Commission on Accreditacion of Healchcare 

Crganizacicns, che Am.erican Managed Be.havioral Healchcare Association, and t.he 
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_ • --« vo--a ' ,' 111 need t : te part.-.ers m t n . i ?n:e3-t; 

:ri-ate sector -anaged cenavicral healtncare e n t i t i e s tnai alreaoy nave re: 

:a rds snou-d also be. cons-. 

.-f̂ -nc acf-vicies with '̂HO hold promise for helpi.ng us leam from projects 

already carried out m other countries, as well as for developmg a data base 

for comparative mcer-councr/ a.nalyses. 'WHO also frequently ser/es as a 

conduit for the shari.ng of informal knowledge 'about-regional projects being 

ccnducted""inl:urop?r che Far East, etc. Within t h i s concext, j o i n t projects 

with -WHO cn data scandards can facilicace more rapid deveiopm.ent of 

appropriate star.dards m che United Scates. 

High p r i o r i t y needs to be given co the developmenc of j o m t projects with 'WHO 

aro-und data standards for healch scatus and ouccome. as well as daca standards 

for a m.ore discrete and operational array of m.ental health and substance abuse 

ser/ices. ĤO already has projects underlay on the forr.er topic, e.g, revision 

of the Incemacicnal Classificacion cf Impairm.ent, Dis a b i l i t y , and Handicap 

(ICIDH), an.d has held several prelimi.nar/ m.eeti.ngs with che United Scaces and 

ocher countries cn che laccer topic, 

r--.l3hora---cr. wich ^̂MBHA and the Grou? Kealch Association of America 'GHAA) is 

ver/ important for establishing appropriate data standards fcr m.anaged 

behavioral healthcare encities. AMBHA represents and understands m.anaged 

be.havioral healthcare e n t i t i e s t.hat operate m a network environ.m.ent; GHAA 

represents and understands HMOs and t h e i r mental health and substance abuse 

components. An opporvunity exists to work with AMBHA and GHAA m che 

development of future m f o r r a t i o n projects w i t h i n t h e i r organizations, as well 

as to e l i c i t their p a r t i c i p a t i o n m broader projects. C<HS needs to employ che 

federal leaders.hip role to convene these e n t i t i e s with others m conrnon data 

pursuits. 



R«cc=«ndacionf for ch« Fufuxt 

:.isced below are several r-neral reoom.mendacions fcr the f.cure chac ensue 

m che review ouclmed above. Each refleccs a di f f e r e n t facet of che data £ ^ 

Standards enterprise for che mental health and s'ubscance abuse f i e l d s . Seme 

w i l l be relacively easy co achieve; others, r e l a t i v e l y d i f f i c u l t . 

r_ ,.u, f • -in^nt endeavors between oovemment--federal, state, and l o c a l - -

APri che r r i v a t e 5e«;'nr ".ental healch and substance abuse industry w i l l be the 

rr^lv feas'-ble wav ro assure essential consistency m data standards. As a l l 

levels of govemment assu-m.e a smaller dir e c t mental health and substance abuse 

service provision role with the growth of contracted managed behavioral 

healt.hcare, che focus of scandards development w i l l also need to s h i f t to the 

private sector. Govemm.enc w i l l be able to make this s h i f t and maintain 

accountability to t.he Congress and state legislatures through the types of 

partnerships a.nd j o i n t ventures described above. Such partnerships should be 

i n i t i a t e d i n the short-term future. 

r-;ir.a standards develnn-ent a c t i v i t i e s must r e f l e c t Che views c{ a i ; 

narticioancs • Partnerships between govercm.ent and the private sector r e f l e c t 

part of che piccure. Consu.mer3. family m.embers, and providers are essential co 

com:plete i t . AlChough che MHSIP has done an excellent job m bri.ngi.ng these 

groups to key partnerships, more needs to be done to bri.ng t h e i r pomts of 

view on data and infomation to the managed behavioral healthcare mdustr/. 

Clearly, each of those groups is d i r e c t l y affected by any decisions reached by 

che industry; hence, they should have a voice m these decisions. 

Adaotation unanticioated fucure c^^rcP^ w i l l h- a necessary carr; of che 

data enter-r-.se over '"e next decade. Managed behavioral healt.hcare is now 

established. However, che future course is uncertain with respect to which 
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s t r . t t - r e s and methods w i l l predominate: separate -anarec oenav:cral 

nealtncare plans, integrated renera. healtncare net>'cr.<s -r̂'Cs tnat mrl-de 

cenavicral healthcare, or otner form.s. Likewise, tne develcpment and adoption 

of ccmputer tec.nnology is prccee~di.ng at a fast pace, but the future ccurse is 

not completely clear. The daca standards enterprise needs to anticipate and 

adapt to new developments when i f not before they arise, rather t.han to lag 

behind those changes by several years. This can only occur i f careful 

attention is given to developments m services and technologies as chey occur, 

with r e f l e c t i o n upon th e i r data imrplications. , » 

Daca standards should adecuately r e f l e c t " v i r c u a l i c v in ser/ice delivery 

systems. The most e f f i c i e n t , cost-effective way to achieve comprehensive, 

seamless ser/ice systems in the future is not l i k e l y to be through the 

development of a single ser/ice cafeteria i n which a l l ser/ices are available, 

but rather through contractual and computer linkages among these services so 

that they are seamless from che perspective of consumers and providers. This 

approach represencs a "vircual" organization. Such " v i r f u a l " organizations are 

l i k e l y to become very common as m.ental healch and substance abuse ser/ices are 

li.nked with general healthcare services, and social services, housing, and 

other services are broug.ht -under the mainaged care umbrella. Data scandards 

should r e f l e c t these " v i r t u a l " organizations and be capable of permitting 

i.nterface among cheir service components. 

The future holds considerable promise. We mrusc be prepared to meet che 

challenges chat i t presents. Clearly, our past and present have positioned us 

to do t h i s ia aa excellent manner. 
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