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Managed Foster Care: Opportunity er Oxymoron?

Potential Benefits & Problems of Applying Managed Care Principles to the Foster Care System’

Managed care arinc ples and dracuces aocear 0 offer rtrguirg
JresDects anc 50ss.Du et es ‘or strengtrening tre managerent of
faster zire se~:ces oarwc.lary f tme ittercart - sks can He
1ceguately addressed T nat (Mis ceveopment s iikeiy to nappen
s suggested Jy re ‘cllow rg

The ~eiith zare ‘ngustry "istorcaily ~as. and tre foster
care ‘ndustry currently is, rehant on neffective fee-for-
service reimbursement models.

- The difficulties experienced by providers and
policymakers. both nationaily and in 'ndividual states. in
achieving either their fiscal or program policy goals.

v

Rapidly increasing foster care expenditures and eligible
populations across the country.

v

Cost shifung by managed health care programs to foster
care.

A number of provider organizations and managed care programs
n the behavioral health field are considering diversification
through modification or expansion of their service lines for other
payers, such as child ‘welfare/foster care. developmental
disabilities, and corrections. Each organization must look at both
opportunities for, and risks to. behavioral heaith organizations
entering the foster care field.

T ere 1s great potential for positive change by imporung
managed care principles and practices into the foster care
servi.e industry. Some potential positive effects include:

» Reriioving the incentives under fee-for-service to provide
the most expensive (i.e. highest fee) services and of more
services than may be clearty needed.

» Expanding eligibility for and access to foster care services
and to medical services for foster children.

» Increasing management flexibilitcy and creativity by
breaking down the often arbitrary categorcal program
funding restrictions (such as the separation of Title IV and
Tide XIX funds) which make 1t difficult to effectivety
manage service delivery. :

> The opportunity for foster care service providers to
participate more directly in the management of thesr
environment.

> Increasing emphasis on quality of service outcomes
measures (e.g., through performance-based contracts) in
contrast to the current emphasis on compliance with
“process”-based regulations which focus on how services
are delivered.

Despite these advantages. there are pitfalls. Policymakers,
service providers, managed care organizations (MCOs), and
advocates for children and families in need of foster care services
will need to be attentive to potential risks if they are to consider
apply'ng managed care principles to foster care service
environments. Some of the risks include:

» Expanded eligibility for services in an era of budget
balancing, could lead to “fewer services for more children
and families”. with providers of services having to “do
more with less”
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The juventlefamily cours could act.vely es.st irg swen
undermine the efforts of managea foster zare servcas
since court officials often regarg these services as _-cer
their sole jurisdiction “shared management  moces ~ "
courts and MCOs must be developed in orcer %0
effectively serve children and families .n foster care
systems.

» Current foster care providers will have to develop new
management skills in order for their organizations "o de as
“managed care ready” as possible. {n addition.
government agencies and other systermn managers ~iil have
to create a regulatory environment which 1s flexibie
enough to encourage planful programmatic
expernmentation. while mamtaiming outcome tracking and
analysis, so that the resuits of experimentation can be
thoroughly evaluated.

» Unfamiliar partnerships between private MCOs and
government agencies at the state and local levels may

~ occur, because private MCOs are not familiar with the
foster care service delivery. Also. most government
“agencies do not have the necessary managed care skills
and management capabiities (e.g., cost analysis. actuaral
expertse. information systems, etc.).

» On the assumption that the consolidation trends
expenenced in health care will emigrate to foster care.
over the next five to 10 years there will be fewer. but
larger, child welfare provider organizations — and those
that survive will do so, in part. by developing new and
different alliances and foster care partnerships.

It is important, however, to maintain awareness of the potentially
essential differences between foster care and heaith care. It
appears at *his time that it would be inadvisabie to directly
transport managed care principles and practices into the foster
care service ndustry. Partnerships of foster care service
provide: organizations. managed care organizations. advocates.
and governmental policymakers should be developed for pilot
tests in order to develop a solid foundation for a new set of
managed care practices specifically adapted and tailored for
foster care.

Future issues of OPEN MINDS will continue to explore the
expanding horizons in foster care with more indepth analyses of
service utilization and expenditure data, as well as through
discussions on pioneering nitiatives across the country which are
either already underway or are being planned. Readers who are
either involved in, or are aware of, efforts which invoive the
development and testing of new program models. creatve
funding mechanisms. new management strategies. etc. related 10
foster care services and managed care prgc;ples are encouraged

to contact the author at OPEN MINDS. &
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Changes in the Child
Welfare System and Role
of the Public Sector
Caseworker Under Child
Welfare Managed Care

By Tracey Feild

The topic of discussion or plan currently
in many states and municipal jurisdic-
tions is child welfare managed care. Ina
recent survey. the Child Welfare League
of America found that 82 percent of
states arce considering applying managed
care techmques to child weltare services.
Among the reasons for this are: the use
of managed care in other service syvstems
affecting child welfare clients: pressure
from private child welfare providers de-
veloping managed care models for other
pavers: a conservative trend in the role
of sovernment vs. the role of the private
sector: and the general perception that
the child welfare svstem is “broken™ and
in need of reform.

Many in the field believe that child wel-
fure will inevitably be pushed toward man-
aged care within the next five vears. Yet,
one of the biggest questions to arise is the
delineation ot roles and responstbilities
hetween the public and private sectors.

DEFINING CHILD WELFARE
MANAGED CARE

Child weltare administrators are defin-
ing managed care in a variety of ways.
Some are attempting to narrowly define
child welfare managed care in order to
protect the current dominant role of the
public agency and 1ts staff. [n so doing.
thev fulfili the mandate or "ground
swell” for managed care without under-
taking a total system reform. In other
instances, administrators want to test
the viability of child weltare managed
care, phase it in over time, or minimize
immediate change — perhaps hoping it s
just a passing fad. This all has resulted
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in some interesting child welfare man-
aged care initiatives undertaken within
the public sector. The following are brief
descriptions of these efforts:

Some recent initiatives are essentially
performance contracting —linking
pavments for services to the contractor's
performance in achieving predefined
outcomes. The managed care technigues
incorporated into this design link the
payments to performance and base the
unit of payment and rate on average
costs for a particular category of clients.
These contracts usually tie fiscal incen-
tives to desired performance.

Privatization is another term often
confused or used interchangeably with
managed care. While privatization can
include managed care technigues. it
doesn’t necessarily equate to managed
care. Privatization may simply be
contracting for services or functions
previously undertaken within the
public agency.

Applying managed care techniques to
contracted services is another model
being discussed by child welfare admin-
istrators. What this model does not
include is any change in the role of the
public agency case manager. who is still
charged with a primary case management
function. This model is often discussed
for children who require residential
treatment services. Generally the pro-
vider would be paid a flat amountor a
flat monthly fee hased on the average
expected cost of out-of-home care There
is some level of financial incentive for
serving the child in less costly care.
Variations on payment systems retlect »
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“How services are
delivered nunder
managed care
Sfundamentally shifls
Sfrom the risk of
over-utilization
to the risk of

under-utilization.”



“If public sector
managed care does
nothing more than
shift the reporting
requirements from

detailed planning and
expenditure data to a
Jocus on outcomes for
children and families
served, (t will have
succeeded in
advancing the
administration of the

child welfare system.”
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indicidual purizdiction issues and values
The useof managed care technngues for
contracted <ervices allows <tate sdmimi -
Urators to become comfortable with the
concept of managed care without neces-
surilvzacrificmy ~taff or case contral.
Public Child Welfare Managed
Care: Countv-udminiztered stites and
thoze with clearly defined regronal or
diztrict offices are explormg the concept
o' estabhishing their local child woltire
agencies as managed care entities,
requiring the use of managed care tech-
niques to guide resources. This model
assumes the techniques can be applicd
etfectively in the public sector, While 1t
certainly could be argued that the cur-
rent public child welfare svstem 1s a
"mongret” managed care svstem. 1t by no
means embraces the rigor and structure
tvpically imposed through managed care.
The current chuld welfare svstem
already has a single intake procedure.
attempts to coordinate care through a
case manager, and has a utihization review
process for children in out-of-home care

decsemi-annual adimmisreate s

Manaved care technngnes o
from the current <sstem ntibizaion
manavement. quality assurnee o
COMEe MEASUTement, practice proteng
are clements that mae be diifieun
develop sicerts hikelv tha aded
adminiteative tinds would e nece <o
Securing tundime toenhunee adimmiee
tive svatems has never been eosly
achieved in child weltire,

Deapite the ability of the public oo
tommplement all the clements or man-
aged care. many countv admin=erod
states currentlv place cnormous <o e
and financial reporting requircment~ o
their local counterpart=. Seldom o thes
requirements address qualite of core
issues. [ public sector manazed careqoes
nothing move than ~huft the reportine
requirements from detailed plannins
and expenditure data toafocus on ont
comes for children and tamilies ~erved. it
will have succeeded in advancinz thi -
ministration of the child wellare <v<tem,

Child welfare managed care, inthe

Managed Care Techniques

Cnild welfare managed care applies an array of techmigues o manage
welfare resources. Typically, the array of managed care techniques *wouir

mne elements:

1 Asingle intake and assessment process 15 usad 1o idenufy problems and reeas

2 Common protocols are used 1o match needs and probiems = th seruices o hics o 11! e

authonzed for mited periods ot time

3. Establishment of a simultaneous and ongoing review of the consistent applraucn o7
protocols, and a continuous review of the value of the authorizad seracss 0 acirs

55

identfied problems and neads wutilizaton management) The informanion oblamer o
this review s used to continuously adjust the services 3nd authornzad time s

4. All services are coordinated through a single point.

5 Expected or desired client outcomes. both systemic and mdividual, are defined a0

measured.

6. A formal quality assurance process s installed to assure.

— that clients are receving services that correspond to their needs.
— that appropriate goals and expected outcomes are established and that (he sercas aie

achieving them;

— that services are provided only as long as necessary and at a level of NTensily and ey

tveness only as high as required,

— that chents are treated respectfully and are satisfied with the process. and naers;anz

ther nights and grievance procedures

7 Systematic review of provider performance 1s undertaken 10 assess the rel A0S et e

the types of problems and needs addressed. the mix of services provicled, e
services, and the client outcomes in order to more effectively and erficiantly

1o providers,

(oot

A33gn e

8. The umit defining the paymentis a particular category of client, not the seruice piov i,
and the payment rate 1s based on average historical or expecied utihizahion St ihe ranme 3

services across the category of clients,

9. Payments for clients can be used flexibly, encourage the use of preven:ive, low cost 2
least restrictive services. and are inkad to predefined desired cutcomes
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hroadest senze. encompasscs the ranze of
managed care techngues and fundamen-
tallv chanaes the role of the public sector
worker Inthiz model the managed care
entity e MOE s poid based on tlatates or
atmonthlv tees that represent the aver-
cere costof the <ervices provided o the
particular catesory ot chients included in
the plan. The MUE 13 respunsible for
addressing o predefined range of chent
necds and 1> rewarded for achieving
dezired outcomes. The MCE also assumes
AN Ussessment process, service authoriza-
tion based on practice protocolz. provides
caze management services, and under-
takes utilization management. quality
assurance. and outcome measurement,

THE ROLE OF THE PUBLIC
SECTOR CASEWORKER
Under this broadlw defined child welfare
managed care system. the role of the
public sector worker is significantly dif-
ferent: no longer would the worker be
providing case management services
typically considered within the public
domain. The MCE’s case manager would
assume responstbility for developing the
case plan. arranging and monitoring the
services. and establishing in-person
contacts with the child and family. This
transter of cazse management responsi-
bility does not mean the public sector
worker s no longer needed. Their role
will have to be redefined.

How services ave delivered under man-
aged care fundamentally =hifts from the
rizk of over-utilization ot resources to the
rizk of under-utilization. In the current
svstem, there are unintended incentives
toover-utilize services (pavments based
onunit of service provided). Shifting the
incentives toward under-utilizing ser-
vices, however. could result in children
being at risk. Protecting children from
harm is the fundamental purpose of the
child welfare svstem For this reason. the
public oversight role 1s more significant
and critical to the viability of child wel-
fare managed care. That oversight role
will be tmperative in these four areas:

1. The investigation and risk assess-
ment functions tor high risk cases are
likely to remain within the public sector.
The distrust regarding the motivations
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of the private sector iz ton high o result
many immediate change, Furthermore,
Keepimg mvestgative and risK asses--

ment functions public while privatizine
cise plinmimgand =service delivery allows
for areasonable and rexponsible <epara-

tion. The public ageney 1= respons=ible tar

protecting the child: the private MCE 1<
responsihle for providing cost-effective
and efficient services.

2 Once the rizsk level has been deter-
mined. the assessment process completed
and the case plan develuped. public
ageney staft may wish toapprove the
case plan. This approval assures the
child is adequately protected. and that
protection and permanency goals cuide
service delivery. The MCE may propose
that the child remain at home with ser-
vices provided in the home. The public
ageney statf will review the plan to
assure that the proposed in-home
service array is adequate to protect the
child and address the familyv's needs.
This involvement should protect against
the potential for an MCE to under-serve
client families.

[t is possible that. after several vears
experience refining practice protocols,
the case plan approval role can be
reduced. But in the first few vears of
child welfare managed care. while pro-
tocols are still in their developmental
stages, this role will be essential to the
protection of children.

3. The third point at which public
agency staff may wish to intervene is
when there is a change in the case plan
that results in a reduced level of care or
service to be provided. The role of public
agency staffis to assure the child is ad-
equately protected and served. and pro-
posed changes should reflect good case
practice, as reflected in the protocols,
rather than cost containment or avoid-
ance. Again. it is possible that over time
this role could be reduced, assuming
practice protocols can be developed that
can link needs and services to improved
family functioning and child safety.

1. The fourth role involves creating a
function not typically undertaken in the
current system: a method of quality con-
trol similar to that used within the Aid
to Fimilies with Dependent Children

AFDE provram This o <<
processwould entulvase o
and imterview s wth direcg e~
e manadement ~tatl the oo
chent’> tmily Towauld provide
SUSTematic. i atve veview oo
mtersentons provided on hends o
children and il s

These newlv-detined funcnon s wonie
~erve toclevate the role ot the g”ﬁd\r
~ector worker toone ol oversie it |
MONIOrINT a2 opposed todirccr o
provider. Separating the pubinc i o
vate sector roles would help the <oaees
deal with the nncomifortible aond <o -
times disturbing dichotomy e cen
imvestigator v< helper and scroe e
vider v service montor The b
helper and service provider s
lodwed within the private secton i i
roles of investicatm and e nn oy
would be ndued within the pubie ~ceton

These four functinns may require
fewer public sector warkers than cur-
rentlv exiztin many states However
the workers needed would be the niosg
skilled and expertenced. and more kel
to be at the supervisory fvu]

The =hift to a broadiv defined child
welfare managed care svstem would
benefit the child weltare svtem in manv
wavs, First. it would make providers an
integral part o' the case planning proces-
and allow for an independent momtorinz
mechanism. Second. it would add o
healthy tension to the svstem that would
result in more etficient and eftfective usc
of resources. Third. rather than continu-
ing to be lost in the current quagmire ot
transporting chents. finding placement
resources and achieving regulatory com-
ptiance. 1t would theus the public role on
protection, permanency. and outcomes
for children and families.

As states implement manaved care
tools in child welfare over the next <ev-
eral vears, they will begin moving toward
a broadlv defined child welfure managed
care svstem. Within 10 vears. the child
welfare svstem will have transtormed
into a svstem that is fundamoentally dit-
ferent from that which exists today -
svatem that better serves the needs ot
children and families. while recognizing
the limitations of the public dollar &
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The Amencan Humane Association is exploring the topic of our ethical oblizations 1o
protect children under Managed Care Special emphasis on 1ssues of satety and
permanence can help focus this challenge. to fully explore this topic tn a imited time, 1t 15
necessary to perhaps overstate and generalize some of our concerns  All concerns do not
apply to all states. to all svstems or to all agencies. Nonetheless, our concerns are hased
on actual work assisting child welfare and child protection systems as they adapt to the
Managed Care environment

I. How Did We Get Here?

For decades, child welfare programs have been funded by vanous federal funding streams-
-IV-B, IV-E, Title XX--and others As we looked for additional resources to rehabilitate
and to “fix what was broken™ in our families. we turned to the uncapped Title XIX--
Medicaid. States learned quite rapidly how to get reimbursement for behavioral health
care services. The term behavioral health is used to specify mental health and
substance abuse treatment services. These behavioral services include impatient,
outpatient, and residential care,

[n states like Massachusetts, new contracts for child welfare services were given
preferentially to agencies with third party licensure because they were able to successtully
shift the cost of rehabilitating or “fixing” the family from the more restricted Title XX to
the seemingly more plentiful Medicaid. Such cost shifting initially relieved the burden on
social service programs. Counseling and substance abuse treatment could be charged to
health insurance, most often Medicaid when the poor were seen, nstead of to the more
limited social service funding streams.

At first, state governments approved of this “intertitle transfer” to Medicaid because it
provided an uncapped reimbursement resource. However, the state dollars needed to
match the federal Medicaid reimbursement began to escalate. While private businesses
publicly decried escalating health insurance costs for employees, governments started to
scrutinize the increase in Medicaid costs for the poor.

Increased spending for the elderly Medicare population was also growing substantially but
containing Medicare was traditionally seen as politically “off limits.” Although the growth
of Medicaid behavioral health costs for poor children and families was minuscule when
compared with the increases for the elderly, these costs were ones that state governments
could more safely try to control without incurring political wrath,

The failure of the Clintons’ health care reform was key tumning point for policy makers and
tax payers. There was already an appetite to control spending and the federal government
was less likely to intervene to protect the poor A more conservative Congress was less
prone to protect aspects of federal entitlements. Waivers of more restrictive health and
welfare mandates were easily granted to states, supported by Democrats as well as
Republicans.



Poor families on AFDC were urged and encouraged to sign up for HMO's Record
numbers of families did sign up. It should be noted that for the poor, managed medical
health care has much to offer. Poor people have traditionally obtained health care trom
emergency rooms and not from coordinated systems of care  Thus. we can sce very high
rates of breast and prostate cancers among poor minorities. One does not pet
mammography in an emergency room.

If HMO's have been good for medical health, they have been seen as of questionable value
tor behavioral health  Since they are designed to contain cost, there1s little incentive to
offer what we would thing of as “sufficient” mental health intervention for children and
families. These constraints and limitations affect the poor and also the middle class
tamilies who get the same insufficient behavioral health care from HMO's  AJ] nsureds
are getting less and paying more for it than they were five years ago

IL The Prevailing View

Chiid weifare and mental health professionals are skeptical about the changing
environment Child welfare, mental health and service provider personnel grumble that
Managed Care is really “Imagined Care” (see cartoon by Wasserman from the Boston
GLOBE.) We hear that Managed CARE is really Managed COST. After all, the word
“managed” is threatening to a public child welfare bureaucracies that have never been
known for being particularly well managed.

Managed Care is not so different from many other trends that have come our way.
Family Preservation was promoted to political leaders not only as a better service
but as a way to reduce the escalating costs of substitute care. Unlike Managed Care,
Family Preservation had a wonderful, embracing and non threatening name Who, after
all, could ever be against something as full of promise as “Famuly Preservation?”

1. Current Ethical Issues in Child Welfare

Before we look at ethical issues in Managed Care, we need to look at some of our current
ethical problems and be careful not to blame new trends for old troubles How ethical,
after all, is our current child welfare system? Recent research completed by a federal
grant in which [ have participated shows that the public views child protective services
personnel as “lazy, incompetent ~- 1 indifferent.” Why should they admire us? We do not
share client information. We disagree with one another in public and help erode public
confidence. We cannot explain what we do in plain English. What are “reasonable
efforts”” Does the public know what they are? Not if they listen to us

We are the ones who took a fine concept and program called Family Preservation
designed for a small number of specific families and turned it into the ‘one size fits all’



service for all families. we have staffed public and private agencies with the untrained ang
the uncredentialed. We have hidden our worst practices behind confidentiality
statutes designed to protect client privacy. Many public agencies, and some private
ones. are run by political appointees and people without professional credentials Would
we tolerate this from our own health care provider”

Worst of all, we have not kept children safe Why did we ever sav we could keep children
safe” We are not the only ones who are responsible for children. Parents and the
larger community have major roles to perform to keep children safe. Yer. our media otten
inters that Child Protection agencies are the only ones who have a role and a
responsibility. Social workers who are isolated from the larger community cannot alwavs
protect children adequately.

Who are we to promise what we have never been able to deliver despite our best
intentions? We are seen as either removing children from parents too swiftly or
failing to remove at all. We promised an error free system by repeating to the public
that “Every child deserves " and “Every child will be protected from . " What doctor
says “Every patient will get better?” or “Every sick person will be crired?” \What hospital
promises error free medicine? Why keep promising what we shall never be able to
deliver?

We make these promises while children in our ‘open’ caseloads, children who are ‘on our
watch,” children residing in placements we have chosen for them to continue to suffer
trom abuse and neglect. Sometimes we fail to visit foster homes. Often we poorly
monitor residential facilities. In some states, we have not even determined if our
“approved” substitute caretakers have criminal backgrounds.

Our very definitions of safety and permanence vary. No two systems even use the
same Risk Assessment tools. It was not until the Amencan Humane Association began a
professional study of Risk Assessment that the field began sharing Risk Assessment
technology. In some states, a Risk Assessment tool is one or two pages. Some states
have used different tools in different parts of the same state.

For all of our social and financial commitment to foster care, residential care, parent
education, individual therapy and family counseling, we have scant reliable outcome
data on the efficacy of any of them. We have scant outcome data to determine the
advisability and effectiveness of the services in which we have invested billions of dollars,
Where is the hard evidence that foster care, residential care, parent education, individual
therapy and family counseling, build better children and stronger families? Until the
Amencan Humane Association began to explore the content and context of Outcome
Measures, our field had made little effort to document the worthiness of its efforts.

Furthermore, child welfare has no uniform technology. There are no uniform
standards or goals for child protection. We have no standards for who can provide child
protection. There is no parallel to the Center for Disease Control for us There is no



national MIS system with a centralized data base  There is no New England Journal or
Medicine or a JAMA (Journal of the American Medical Association) that practitioners
read consistently. There is no federal help for us to solve our worst problems  There 15 no
centralized academic commitment to our practice  The Schools of Social Work interested
in child welfare have no unifying funding source compelling them 1o collaborare

Our case practice confusion is pervasive. Every state and county must investigate child
abuse and neglect one way or another. Yet, we have no uniform definition of an
Investigation. How long should one take? Who should be interviewed” What are the
contents? Where is the detailed protocol for doing a thorough one?

What is an Assessment? Why do so many workers confuse it with a Risk Assessment
tool? What is Case Management? What is a Caseload” Do we keep our data by counting
tamilies” Children? Both? Even in the six New England states, we are unable to compare
caseloads because no two states count the same way. Some count families, some count
children and, to add to the confusion, states like Connecticut count both at the same time

Unlike most other professions.--law and medicine come to mind--our staff do very hittle
reading of literature in the protessional journals Many of our offices do not obtain and
make available books or articles for routine review. Continuing education is essential
for intellectual and professional growth as well as for licensure but most state
employees are exempt from professional licensure requirements. Since most CPS
systems are public, we have, in effect, removed child abuse and neglect practitioners
from the requirement of professional licensure.

[ suggest that the medical model holds promise to organize and systematize fragmented
practice. For all of the disdain expressed about Managed Care, at least it is managed. The
response to acute pancreatitis is the same no matter where a patient lives. Open heart
surgery follows the same procedures and protocols in Boston as in Houston. Medicine
has technology, protocols and standards. These should also be the foundation of child
welfare.

Mental health practice may need some improvement but it offers some benefits.

The DSM-1V that I use in Boston is the same one used by colleagues in Minnesota and
Los Angeles. Child welfare has not even begun to organize and standardize itself Yet, it
is from child welfare professionals that we hear of enormous resentment to the medical
model and to Managed Care. Inferences that Managed Care is “unethical” must be viewed
in the context of our own poor ethical behavior. Our assumptions that we are the ethical
people who promise to protect children and keep them . re is open to dispute.

IV.  Current Ethical Issues Purchasing Services for Children and Families

Private providers and voluntary agencies have a rich history of delivering services to
children. Many private agencies, especially in the East. pre date governmental



involvement in human services. The term “privatization” is used to define the
governments’ purchase of private services to expand, supplement or replace public
services. Many ethical issues already exist in the way we purchase services from the
private sector.

We have contracted with a patchwork of agencies, most of them not-for-protits. For
many private agencies, the expansion of Title XIX was financially beneficial For
approximately five years, it has delivered substantial reimbursement to providers of
behavioral services. Many have been successtul billing Medicaid for social service agency
clients. However, some clients did not ‘get well” until their benefits ran out. There have
been very few limitations on these behavioral providers There has been little if any
incentive to look at the cost effectiveness and the service effectiveness of government
subsidized services delivered by private providers.

The government has been a very financial good partner for many private agencies,
sometimes better than is programmatically or fiscally advisable Contracts with private
providers got ‘rolled over’ year afier year. Beds stayed full and providers thrived
Meanwhile, there was little evidence of outcome data or objective evaluations
documenting the need or effectiveness of these contracted services. If the state did not
require data or outcomes, the providers did little to initiate good monitoring or
evaluation.

The emergence of Managed Care has cast a large shadow over many private agencies who
perceive it as a threat. Managed Care and Managed Cost feel like a steel door closing on
the livelihood of the providers. It is true that many providers will not survive in their
current structures. some will be merged, some will be submerged and some will simply
disappear.

Only those who can deliver services that are both cost effective and hopefully service
effective will survive. Providers must advocate for quality even if the state does not
insist upon it. While many providers complain that Managed Care is unethical. [ ask why
it is unethical that only those agencies who can deliver the best service at a low cost will
ve the ones to survive? That hardly sounds unethical to me.

Our current system of purchasing services for children and families is open to
criticism. Public child welfare systems currently purchase millions of dollars’ worth of
services for families and children. Foster homes, residential care, psychological counseling
and therapy, child care and caseworker training are among the major services that are
purct sed.

Most states and counties must follow bureaucratic purchase and contracting methods that
can be archaic and inflexible. In communities with few resources, clients often get
what is available instead of what they really need. When an agency considers
purchasing services in a community, there are important cautions. Many of these



questions have important ethical implications.  These are the same questions that must he
asked when entering a Managed Care environment.

Is the client getting service that reflects an agency philosophy that is incompatible
with what the client needs (or wants?) A good example has been the application.
however well intended, of Family Preservation services for families that did not want them
or were not ready to participate in the mutual agreements necessarv for success Did the
tamily really need detoxification or drug treatment but get a parent aide instead” Did the
tamily really need child care and get counseling” Such scenarios are typtcal of service
availability gaps (and of poor case assessment practices ) Is the agency offering throuuh
Its contracts cognitive therapy that requires client insight while not addressing more
concrete behavioral issues like child safety?

Does the service that is purchased meet the needs of the client or of the provider?
Many residential care facilities across the country have become powerful and effective
lobbyist on their own behalf They have a natural investment in keeping their beds
occupied even when community based services may be better able to implement family
reunification. The residential provider network is often successful in perpetuating its own
survival through its prominence in the community, its citizen board members and its
political visibility.

Can we really say that our public Requests for Proposal (RFPs) have been based on the
clinical needs of the client and not on the perpetuation of an entrenched system? Have our
contracted providers delivered quality and do we even have the systems in place to
measure it? Many contracts are ‘rolled over’ annually and providers rarely need to
compete to keep their funding.

Managed Care need not tolerate entrenched providers. For example, managed behavioral
health care organizations have been very successful reducing the number of days of
hospitalization for children. While it is true that some children may be discharged too
soon, it is also evident that many remained in hospital settings longer than was
therapeutically necessary when hospital budgets depended on extensive patient bed days.
We note that when Managed Care demanded reduced impatient services, providers were
able to quickly adapt by providing less costly day treatment and other services in less
restrictive settings. It is doubtful they would have done so just because less intensive
settings are better for children and families.

V. Ethical Concerns When We Compare the Principles of Purchase of Service
with the Principles of Managed Care

Consider the answers to these questions before dismissing Managed Care as an
opportunity for children and families. Consider the answers before asserting that Managed
Care will be less ethically compatible than the current Purchase of Service system.



Does your Purchase of Service system require penodic and tightly controlled open
and competitive bidding?

2 [s your Purchase of Service system independently monitored? For Cost
Effectiveness? For Clinical Content?

oY)

Does your Purchase of Service system ensure the avoidance of duplication or does
it simply add new providers while failing to delete existing ones who are no longer
as relevant?

4 Does your Purchase of Service system insist upon well developed service plan
outcomes? Are these outcomes measured?

5 Does your Purchase of Service system have a professionally designed data base
that contributes information for improving practice? Are providers required to be
self cntical?

6. Does your Purchase of Service operate with a continuous Quality
Assurance/uality Improvement Plan?

7 Does your Purchase of Service system require frequent Client Satisfaction
surveys? How are they used to improve services?

8. Are providers in your Purchase of Service system required to submit a detailed
corrective action plan to resolve unacceptable service delivery?

9 Are there consequences in your Purchase of Service system for poor performance

or is the contract usually ‘rolled over’ again.

If the answers to all of the above were “yes,” Managed Care can be compatible in your
community. If the answers were “no,” there is work to be done.

VL. Can Managed Care Offer Potential for a Seamless, Multi Disciplinary
Network of Services?

It is acknowledged both in the literature and in conversations with agency staff that
families known to child protection agencies are too complex for any one agency or
discipline. Too much of our service plannir~ addresses fragments of family problems.
Without accurate and comprehensive assessments. service plans are incomplete.
Incomplete planning results in poor decisions that compromise the very safety of children.
Child protection often looks at symptoms and misses larger concerns. It is as if a medical
doctor treated a patient for fever and a skin rash and without further determining that the
patient was HIV positive.



In child protection. we may have a service for one of the family's svmptoms and miss ihe
larger concerns For example, social workers often exhaust themselves searching for
housing when Mom and her kids get evicted for non payment of rent. While the problem
may look like homelessness, Mom was actually evicted for non pavment of rent because
her money went to buy drugs. Mom needs drug treatment services even more than she
needs housing. Most of all, looking for housing and services for Mom mav ignore the
threats to the safety of the kids

CPS alone cannot evaluate substance abuse, domestic violence, mental iliness. failure to
thrive and cognitive functioning. However, with the arrival of Managed Care, there is
potential for access to more expertise and clinical competence via collaborative
assessments and services. The medical model has something to offer the multiple
problem family.

VII.  The Positive Goals and Principles of Managed Care?
[f we generalize the principles of Managed Care, it should be noted that
Managed Care encourages:

» Interagency collaboration

e Efficient record keeping

* (Clear service planning

* Defined outcomes that are continuously measured through Quality Assurance/Quality
Improvement

* A potential for multi disciplinary assessment and service delivery

* A potential for a seamless continuum of care

e A single point of entry

e Competition that keeps providers “on their toes”

e Client satisfaction surveys

* Qualified/ceruified/experienced staff (required for reimbursement from insurance)

* A for profit roal that can resist the pressures of cronyism and “old boy’ contracting.

VIIL.  Areas Needing Close Attention: Ethical Concerns for Children and Families
in a Managed Care System



After we look at the potential for Managed Care, we must nonctheless be vigilant to
ensure that there are Protections for our families and children  Serious concerns exist amd
must be addressed in Managed Care is to be an enhancement and not another layer of
bureaucracy.

To ensure Protections for children and families in a Managed Care environment,
child welfare professionals must address the following concerns:

[

s the treatment chosen for a client selected because it is brief and less costlv or
because it is efTective? [s this why. for example, a child 1s on medication and not in a
more costly form of treatment?

Are the Managed Care company's service outcomes evaluated independently”

[s the Managed Care company aware that certain special populations are likely to be
high end users? Is the company willing and able to provide service extensions for
them? (Traumatized children, disrupted adoptions, etc.)

Does the service include family members? In health care. families members are rarely
part of a formal medical treatment plan. With behavioral services to children, family
members must be included. Who funds services for uninsured parents? The absence
of comprehensive health insurance can only be resolved in the public policy arena and
is not the responsibility of Managed Care. Nevertheless, Managed Care
organizations may be better and more successful lobbyists for more inclusion
than are current human service advocates.

Is the family on AFDC and being directed to an HMO? HMO's are good at delivering
health care for poor families because of the benefits of the primary care physician for
clients who usually receive health care in an Emergency Room. However, HMO's
have a poor record of delivering behavioral health services

Does the Managed Care company understand cultural differences and the needs of
linguistic minorities?

Is there a mechanism for the Managed Care company to communicate effectively with
the state/county agency responsible for child protection?

Does the Managed Care organization staff understand their responsibilities as
mandated reporters?

Does the Managed Care company understand client satisfaction and have in place
grievance procedures for clients?

Does the Managed Care system understand the need for smooth transitions as clients
move from service to service? A seamless system cannot have tears in it



Are your private provider agencies on board for change? Or are you allowing them to
compete and fight for business at the expense of clients? Service must be connected
without disruption.

[s the hospital’s discharge planning adequate for clients? Do not accept a vague and
inconclusive hospital recommendation such as “residential care is recommended =
Such a recommendation is inadequate. Demand more specific planning that can be
implemented in practice

Do you know how to negotiate for additional services for clients” When ten visits
will not do, be certain that there are mechanisms in your Managed Care organization
to provide additional services. The method should be in writing and known to
agencies and clients.

Do you know how to appeal a decision with which you disagree? You must never
‘set up’ the client to advocate for more services. It is unethical and “bad business’ to
tell the client to complain A private clinician who tells the client to call the Managed
Care company to get more services is unfairly involving the client in matters that
should be between the agency/provider/clinician and the Managed Care organization

No child (or for that matter. adult) should be discharged from a setting (hospital,
residential care facility) on a Friday.

Is the discharge plan (hospital, residential) shared with and understood by a
responsible adult? By the CPS caseworker? If not, why not? Who fills the void?

Is there special attention for the “high end users?” The seriously disturbed” The
dully diagnosed? The mentally retarded? The developmentally disabled? The severely
traumatized? If not, how are you planning to educate the Managed Care organization
on their behalf?

[f you have capitated models, are they closely monitored for clinical outcomes? s
the service sized smaller to fit the dollars available or are the dollars stretched adjusted
and expanded to fit the services needed?

Are there proper structures in place for medication? Are there alternatives to
medication? Is there a responsible adult trained on the supervision and distribution of
medication when a child is discharged from a hospital or residential treatment facility?
Is the responsible adult sufficiently proficient in English to understand how to get help
and whom to call for adverse reactions or overdoses? If medication is contrary to a
famuly’s culture, has sufficient attention been paid to education?



IX.  Concluding Recommendations for Child Welfare Managers

Stop complaining

Start learning

Build alliances with compatible disciplines and compatible agencies
Educate Boards of Directors and other concerned advocates

Be “at the table’

Look for opportunity to learn from Managed Care how to improve your

intake

service planning

monitoring and evaluation

quality assurance/quality improvement

measurable outcomes



The goal of Managed Care must be to smoothly transfer the responsibility for a client so that
service 1s not interrupted - Service cannot be disrupted when a client moves from one service to
another  When we hand off the baton of care, we cannot allow it to fall in the road as it
makes its way across the therapeutic road map. We must see that any gaps that exist are
filled.

We ought not judge an organization by its status as a non- profit or a for-profit. Judge it by its
work product! do not expect people to do the nght thing automatically  Child welfure
professionals must always advocate tor children and families Remember, as Wil ROLLF\ said,
“Even when you are on the nght track, if vou stand still, you will still get run over.”

This paper may not be edited or reproduced without the express permission of the author.

Edited July 24, 1996
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MANAGED CARE AND CHILD WELFARE:

ARE THEY COMPATIBLE?
Design Issues in Managed Care for Child Welfare

Institute for Human Services Management

Over the next several years, the child welfare system is likely to move toward managed care.
This movement raises two questions: 1) Will managed child welfare subsume all of the flaws
and weaknesses of managed care as it currently exists? and 2) Will managed care benefit the
field of child welfare in any way? This paper examines the forces behind the movement toward
managed care in child welfare, attempts to identify the unique elements of child welfare that must
be considered in planning managed care, hypothesizes on how managed care can benefit child
welfare, and raises important design issues for child welfare managed care. Part II of this paper
examines operational issues in designing child welfare managed care.!

Why Managed Care in Child Welfare?

There is an undeniable surge of support for managed care, which is viewed as the “quick fix”
solution to a range of public human service problems. Child welfare is one area of human
services that has been perplexed by its share of problems. It is these problems, that seem to
overwhelm the system, that help put child welfare in a position to become “managed.” Managed
care is inevitably moving toward child welfare due to several factors:

° The child welfare system is seen as “broken,” and in need of fixing;

° Federal funding changes/ reductions will force more discipline on the system in
order to better manage cuts;

° Managed care is becoming widespread for Medicaid clients;

° Managed care is perceived as the solution to “out of control” human service
budgets; and

° Private child welfare providers are already developing managed care systems for
other payers.

! Pant I of this paper, entitled Managed Care and Child Welfare: Issues in System Design is due to

be completed in February 1996.
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The child welfare system is seen as "broken,” and in need of fixing. The myriad of class action
lawsuits and services integration/ system reform initiatives in the past ten years attest to the
“broken” state of child welfare. Lawsuits in both child welfare and juvenile corrections assen
a range of problems throughout the system, focusing considerable attention on the quality of care
provided to and the length of stay for children placed in out-of-home care settings. Remarkably,
while most of these lawsuits have resulted in significantly increased resources for the system,
most of the systems are still plagued with problems, in some instances problems that have
plaintiff attorneys threatening contempt actions at any given moment.

Services integration and reform initiatives have attempted to address many of the problems
identified in lawsuits. These initiatives have been developed across systems within local
jurisdictions and entire states, or have focused on a single system attempting to address the
continuum of care. Some have been supported financially and technically with generous
foundation grants. While some of these initiatives have produced interesting and promising
service delivery alternatives, to date there is no consensus on the overall value of any of these
reform initiatives. None has resulted in general consensus that the child welfare system is
“fixed,” or can be fixed through implementation of a particular approach. The fact that Time
Magazine recently devoted three articles to child welfare, one documenting a recent child death,
a second succinctly capturing some of the problems with the system, and the third documenting
one county’s efforts to address some of the problems, shows remarkably more interest in and
understanding of the child welfare system and its perceived problems than has generally been
shown by the mass media.?

Federal funding changes/ reductions will force more discipline on the system in order to better
manage cuts. It seems inevitable that federal funding used for child welfare will be changed in
the next couple of years, through the capping or blocking of one of three entitlement programs
(i.e., Medicaid, Title IV-A emergency assistance, or Title IV-E). When an entitlement is
eliminated in favor of a block grant, the impact is a cost shift from the federal government to the
state/ local government. As states begin to absorb the cuts, child welfare will not be the only
area affected. The impact on the states of block grants in income maintenance or Medicaid will
be devastating. The pressure to eliminate program benefits, increase eligibility standards, or find
alternative financing methods will each affect the child welfare system. Cuts in program benefits
or changes in eligibility standards are likely to increase the number of families relying on the
child welfare system as their final “safety net.” Any efforts to offset federal cuts through state/
local revenues will affect funding available for child welfare.

? “Abandoned to Her Fate,” “Making the Tough Calls, and “Fixing the System,” Time Magazine,
(December 11, 1995): 32-45.
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As cuts in funding occur, managers will be forced to develop ways of rationing services while
still protecting children. In the past, cuts have been leveled against family preservation programs
in favor of foster and residential care. In spite of the recent backlash against family preservation,
cuts in these programs are not only short sighted, but the services being cut are relatively
inexpensive, so little is saved. In lieu of gutting family preservation programs, taking percenta ge
cuts across all providers, or cutting investigative or foster care staff, good managers will attempt
to find areas that can be cut without seriously impairing the program. Over-utilization in
residential care is likely to be an obvious target in most jurisdictions. One of the best ways to
control over-utilization is through managed care.

Managed care is becoming widespread for Medicaid clients. Most states are developing primary
care managed care systems for Medicaid clients; many states also include behavioral health care
as well. Valid or not, managed care is generally perceived as successful in curtailing the rate of
growth in Medicaid expenditures. In many states, managed care has been imposed on child
welfare clients through other service systems, mostly primary care or behavioral health services.

Under managed care for both primary health and behavioral health care, the child welfare
worker’s role is analogous to the worker's role in getting appropriate educational services for
clients. That is, the worker is responsible for making sure the client gets what he/she needs, but
has little power in the decision making process against a monolithic bureaucracy — the managed
care organization. No longer can the worker simply take the client to the appropriate provider
and authorize treatment. The worker serves primarily as an advocate for services, rather than as
the authorizing agent. Most would agree that advocating for services takes considerably more
time and energy than authorizing services.

Under Medicaid managed care for primary care or behavioral health services, one solution to the
dilemma of control over service authorization is for the child welfare system itself to pay for the
services, then no managed care gatekeeper approvals would be required. This alternative,
however, requires that the child welfare system forgo Medicaid reimbursement on the services
purchased. While the importance of this decision may change under a Medicaid block grant, it
is a costly decision under an entitlement program.

Like it or not, where managed care under Medicaid is being implemented on a large scale basis,
there is tremendous commitment to its success. Good news about its success will fill press
releases, thus assuring continued and growing support. Child welfare is likely to be pulled onto
the managed care bandwagon as legislators and govemnors ask: If managed care works in
Medicaid, why can't it work in child welfare?

Copyright ® 1996 Institute for Human Services Management
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Managed care is perceived as the solution to “out of control” human service budgets. While
managed care has become popular, if not mandatory, under Medicaid, it is becoming the
“solution of choice” for all seemingly “out of control” human service budgets. Absent Medicaid,
child welfare is now in the forefront of "out of control” budgets. After some gains in controlling
the foster care population in the mid-80s (as a result of P.L. 96-272), the costs of out-of-home
care for children and youth with special needs have soared. Often, the only other human service
program with similar levels of expenditure growth is juvenile corrections. In corrections,
however, there is still support for removing delinquents from the community, so less attention
is paid, at least for the present, to cost control for juvenile corrections.?

Private child welfare providers are developing managed care systems for other payers. While
responsibility for children’s mental health, child welfare and juvenile corrections is often located
in separate state or local public agencies, the private agencies serving children, youth and families
often serve all three groups of clients and are paid by all three systems. Many private child
welfare providers have already begun planning for or implementing managed care through the
mental health system. Since it makes sense for them to design a system of care that serves all
clientele, many private providers are beginning to approach child welfare agencies with proposals
for managed care. Through provider associations and professional organizations, information,
technical assistance, and actual experience on how to undertake managed care is becoming
increasingly available. There will be tremendous pressure from private providers over the next
several years to privatize segments of the child welfare system.

How Does Child Welfare Differ from Other Systems that Have Implemented
Managed Care?

Child welfare as a field differs from other fields that have implemented managed care. Because
it is different, managed care models developed for child welfare will have to be different as well.
In this section, differences in the child welfare field that are fundamental to how services are
delivered will be discussed. These differences include:

° Services are involuntary;

° The goals of the system are child safety and permanency;

? Eventually and inevitably, in states where youth are placed in private treatment facilities at high costs,
the managed care movement will encompass juvenile corrections as well.

Copyright © 1996 Institute for Human Services Management
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° The state’s role as parent demands consideration of ethical issues; and

° The system has limited control over conditions and interventions.

Services are involuntary. The primary and most significant difference between child welfare and
other systems that have implemented managed care is its involuntary nature. Clients do not
usually come to the child welfare system looking for help, unlike the mental health and the
primary health care systems. In those systems, people looking for help want it badly enough to
advocate on their own behalf: If they are sick, they go to the doctor, they take prescribed
medicine; if they don't get well, they go back to the doctor. The patient’s interest in his own well
being motivates him to advocate on his own behalf. This is not the case with the typical child
welfare client. Clients do not usually come 1o the system looking for help, and once in the
system, are often resistant, if not hostile, to the "help” that is offered. Furthermore, they are not
given the opportunity to determine when they are “well,” and no longer in need of system
interventions. In fact, child welfare interventions may be imposed on unwilling families by the
courts or police.

Youth involved in the juvenile corrections system are there involuntarily as well. They are the
youth who “got caught” in a status offense or delinquent act. The services provided to these
youth are not always viewed as "services,” but at punishments (e.g., boot camps, day treatment,
etc.).

The goals of the system are protection and permanency. Another significant difference between
the child welfare system and other systems that have implemented managed care is the overriding

goals of protection and permanency, and how these goals affect the treatment process. Child
welfare cases are opened because the system assesses a threat to the child’s well being. The
factors that contribute to this assessment include family, household and community
considerations. The interventions needed to reduce the risk of harm to the child may be
remarkably minor or incredibly complex. Unlike other systems, the goal of the intervention
involves more than stabilization or improvement in the child’s individual level of functioning.
The child welfare system concemns itself with the entire family environment in which the child
will grow and develop. The impact of this mandate is that the family is critical to the child's
intervention. Furthermore, the interventions provided to the parents may be critical to, or may
be the only intervention provided on behalf of the child. In some instances, the intervention
provided to the child cannot be undertaken apart from the intervention provided to the parent.

Copyright ® 1996 Institute for Human Services Management
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While in the child welfare system, a primary goal is protection of the child, in the juvenile
corrections system, a primary goal of the intervention may be protection of the community. This
goal has a different and significant set of implications for managed care. A judge may order the
placement of a youth into a residential setting for the purpose of protecting the community from
the behavior of that youth. Managed care systems developed for the juvenile population will
have to develop services mechanisms that can adequately protect the community from the
possible behavior of delinquent youth. Moreover, these mechanisms will have to be “sold” to
the judge and the general public as adequately protecting their interests from delinquent youth.

The goal of permanency, which is fundamental to the child welfare system, results in case
decisions that might be foreign to the mental health system. The child welfare worker will place
value on leaving the child in the home for treatment (to assure parental involvement and
“connectedness” with the child) versus removing the child to an alternative setting (even when
that alternative may be an easier treatment setting for the child) if it is perceived that the parents’
involvement would otherwise wane. This decision results from the overriding goal of
permanency for the child. The child welfare worker must look at the long range relationship
between the parent and child, and decide how best to maintain or strengthen that relationship
until the age of majority.

Conversely, the child may have to be removed from his home if the risk of harm to the child is
deemed to be too high. Furthermore, the child may not return home until the risk factors within
the family/ household are reduced. Under these circumstances, the child’s primary needs may
be interventions provided to the parents. Recalcitrant, hostile or uncooperative parents may
prolong the intervention required for a seemingly simple problem.

When parents are not available to the child, the goal of the system is to find parents for the child,
or find a suitable and permanent living arrangement, which will offer appropriate interventions,
supervision and guidance until the child reaches adulthood. This responsibility is far broader than
any role defined in other systems where managed care has been implemented. While both
primary health care and mental health may require involvement by parents or other family
members in the treatment process, this involvement is usually adjunct to the intervention provided
to the child.

The state’s role as parent demands consideration of ethical issues. In both the primary health and

mental health public systems, professionals maintain the right to refuse an expensive treatment
if the client is a poor candidate for success. Frail, ill, or aged clients may not be given (or
prioritized for) organ transplants; resistant clients will not be given substance abuse treatment.
Each system has procedures for assessing the client's likelihood of successful completion of
treatment, thus allowing the system to undertake a cost/ benefit analysis of providing the

Copyright © 1996 Institute for Human Services Management
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treatment to that client: Is the client likely to get better as a result of the intervention, thus
making the expenditure of scarce resources on that client worthwhile? If the answer is no, the
intervention may be denied (or placed at such a low level of priority that it will never be
provided). This procedure represents a peace-time version of the concept of “triage.”* This
concept is otherwise known as the rationing of scarce resources. This rationing process occurs
within all human services, including primary health care. Rationing can become controversial
when it results in withholding treatment from clients in need.

The mental health system has always viewed itself as a voluntary service system, that is, clients
must ask for services. Because of scarce resources, the mental health system has always been
able to prioritize the provision of services.* Under managed mental health, clinical protocols are
the guidelines used to determine who qualifies for the various types of services based on
symptoms. These protocols may include criteria that are used to exclude clients in need as well.
For example, a child’s symptoms could meet all of the clinical criteria for acceptance into the
service, but fail to meet “other related” mandatory criteria, which would result in his being
rejected for that service. Examples of “other related” criteria include such conditions as:

o Family members or guardian will commit to necessary evaluations/ treatments as
a condition of admission and continuing stay;

® At the time of admission, the discharge residence is known;

° The client is amenable to treatment and. accepts the need for treatment; and

° The child’s behavior would fit within the treatment milieu.

In the child welfare system, the state has custody of a large group of children. The concept of
“custody” means that the state is acting as the parent on either a temporary or permanent basis.
The system is swamped with adolescents whose emotional and behavioral problems are severe,
and for whom the likelihood of successful “recovery,” however defined, through costly residential

4

Originally the concept of triage was intended to produce the greatest benefit from limited treatment
facilities for war casualties, by giving treatment to those who were likely to survive because of it, but
withholding treatment from those who were not likely to survive even with treatment, and those who would
survive without it.

* While the mental health system has traditionally prioritized clients based on established criteria, their
legal ability to do so changed for Medicaid-eligible children under the Omnibus Reconciliation Act of 1989
(OBRA'89). This law required that all services deemed necessary for Medicaid-eligible children must be
provided. This eliminated the states’ ability to refuse to serve clients or w0 place them on inde finite waiting lists
for services. The requirements of OBRA'89 have not been fully recognized and implemented in all states.
Where it has been implemented, some states have restricted services by narrowly defining medical necessity.
The status of these requirements is uncertain under the proposed Medicaid block grants.
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treatment is either unknown or low. Par of the child’s poor prognosis may be due to the
unwillingness of family members to participate, the failure of the child to accept his need for
treatment, the child’s behavior, or the parents’ refusal to care for the child after treatment. (Some
of these problems may be caused by the child’s long term involvement in the child welfare
system.) While the mental health system may refuse to treat these youth based on a set of
mandatory conditions, in the child welfare system, it would be unethical to refuse rearment 0
a child because of doubt that the trearment would be effective. The state as parent must seek and
pay for treatment for a child in need, regardless of that child's potential for recovery. There can
be no rationing of resources that excludes a child because he is “too sick,” or doesn’t have the
family characteristics of children who benefit from treatment. The child welfare field does not
accept the premise that there may be some children who are beyond help.

The system has limited contro] over conditions and interventions. Another major difference in
the child welfare system is that treatment needs are rooted in societal problems, which often are
not fixable by a single intervention, specialist or system. Child welfare problems are rooted in
social problems (e.g., poverty, unemployment, poor education, adolescent pregnancy,
neighborhood drugs and violence, etc.) where the conditions that result in symptoms cannot be
eliminated, and appropriate interventions can be neither easily determined nor achieved. Nor is
the solution to the problem always fixable within the expertise of the child welfare system itself.
In medicine, for example, a problem may require a range of medical specialists to resolve; in
mental health, a problem may require a range of mental health professionals. A child wetare
problem, on the other hand, may require child welfare expertise, medical specialists, mental
health specialists, and a range of other professionals, including educators and social service
workers from housing experts to homemakers. The ability or willingness of the needed range
of professionals to understand and treat their specialties within the context of a broader set of
problems and child welfare goals is often limited, as each specialist prioritizes his own
professional goals. Moreover, the child welfare worker often must deal with a juvenile judge
whose assessment of the problems and needed interventions may be very different, and who may
order specific interventions regardless of diagnostic evidence to the contrary presented by the
worker.

How Could Managed Care Benefit Child Welfare?

The nature of the child welfare system complicates and changes how managed care must be
conceptualized and designed to meet the needs of the client population. Child welfare managed
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care should not simply follow the path of managed care in primary health or behavioral health
care. Cenainly the pressure will exist merely to adapt already existing managed care systems
without concem for the unique elements of the child welfare system. This type of approach is
not likely to serve the best interests of children and families or the child welfare system itself.

An understanding of the nuances of the child welfare system will be paramount to undertaking
this design effort. Managed care companies hoping to expand from primary health or behavioral
health managed care into child welfare managed care will not be able to rely solely on their
behavioral health experience in the development process.

The child welfare field requires an entirely new conceptualization of managed care, including a
clear delineation of the goals to be achieved. While policy makers may regard managed care as
a means to hamness spiraling costs, managed care can have a different, more positive set of goals
within the context of child welfare. The design of managed care for child welfare should begin
with identification of the weaknesses in the current system that may be addressable through
managed care. Key among these weaknesses are:

° The current system is one where major players (private providers) in the service
delivery system do not have, and therefore will not take responsibility for how the
system operates;

L The current system has fiscal incentives for providers to behave counter to the
system’s goals (i.e., incentives to keep kids in placement rather than return them
home as quickly as possible);

° Child welfare diagnostic skills are weak, and there is little ability to empirically
link symptoms, diagnoses, interventions and outcomes;

° Utilization data are fragmented or unavailable.

The current system js one where major players (private providers) in the service delivery system
do_not have, and therefore will not take responsibility for how the system operates. In most
states, private child caring agencies provide a substantial portion of the care and services to
families involved in the child welfare system. Most of these agencies are voluntary agencies that
raise a portion of the funds used to provide care to public child welfare clients. These providers
are essential to the system. Yet in most states, the private sector is not viewed as a partner in
the service delivery process, but as a resource only. In support of the current system, it must be
recognized, as stated earlier, that there are so few players in the system over which the child
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welfare worker has any authority (e.g., the schools, the courts, medical and mental health
professionals, etc.), that one can understand the reluctance a worker may feel in taking on a
“partner.” Nevertheless when tragedy occurs in the child welfare system, as it occasionally and
inevitably does, the public child welfare system stands alone, and is often charged with hiding
behind confidentality to cover incompetence. In fact, during several of the child welfare class
action lawsuits that have been filed around the country, the private child caring agencies provided
some of the most damaging testimony against the public system. In many areas of the country,
earned or uneamned, there is little confidence in the public system. Partnering with the private
sector in a reasonable way could serve to restore confidence by creating an oversight function
in the public sector. In this way, there would be a sharing of responsibility for the system'’s
actions.

The current system has fiscal incentives for providers to behave counter to the system’s goals
(i.e., incentives to keep kids in placement rather than return them home as quickly as possible).
Private residential child caring agencies are traditionally paid based on a per diem rate provided
for each child in care. This rate often is lower than the providers actual costs. The rate may
be based on a particular level of supervision and treatment provided within a particular program;
based on an average level of cost among programs with similar characteristics; based on the
characteristics of a particular child requiring care, based on available funding, or based on
historic patterns. Regardless of the basis of rate determination, there is often little incentive built
into the rate structure to serve the most difficuit children within a defined category. If a difficult
child requires more care than the average child within that program, it will cost the provider more
to serve that child. Furthermore, if a child is relatively easy to serve within a rate category, the
provider has an incentive to keep the child in care — the bed is filled, the costs are low relative
to what they might be with a more difficult child. If the bed remains empty, there is no
reimbursement. A reduction in the level of service provided to any child, because his level of
functioning improves, will mean a reduction in the payment. All of these factors serve as
incentives to keep children in care. Added to these perverse financial incentives, is the tendency
for workers to focus on emergency situations, thus ignoring stable placements. The result is a
system that is likely to have more children in out-of-home care than necessary.
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Child welfare diagnostic skills are weak and there is little ability to empirically link symptoms,
diagnoses, interventions and outcomes. In the primary health care system and, to a lesser extent,
the mental health system, there is at least general agreement regarding symptoms, diagnoses,
treatment, and expected outcomes.® In child welfare, the relationship between symptoms,
diagnoses, interventions and outcomes is murky at best. The intervention needed to “cure” a
child welfare problem is not always clear. The system has developed a limited set of
interventions that are offered to address most identified problems. Frequently these interventions
are offered based on availability more than on demonstrated need.

The diagnostic process in child welfare has not been well developed. Development efforts to
date have focused on risk assessment and family assessment/ problem identification. Some of
the instruments developed require highly trained staff to exercise professional judgment in
completing them. This can be problematic when the neighborhoods and regions with the worst
child welfare problems are more likely to be staffed with the least experienced and trained
workers. Furthermore, staff are often not competent to diagnose some of the more serious
emotional problems common within the child welfare system today.

Exacerbating, or perhaps underlying, the problem of diagnostic capability in child welfare is the
lack of evaluative data linking symptoms, diagnoses, interventions and outcomes. Unlike primary
health care (and to some extent the mental health field), child welfare has very limited outcome
data. Part of the reason behind this dearth of outcome data is that there is no general consensus
within the field regarding outcome indicators or measures. There have been few long term
studies of the effects of various interventions on family or child functioning or child safety.
Regardless of the efforts that have been made to treat child abuse and understand what
interventions lead to successful outcomes, clinical research and evaluation is extremely limited.
In child welfare, the relationship berween symptoms, diagnoses, interventions and outcomes is
measured anecdotally rather than empirically. The result is a decision making process that relies
on what interventions are available, since it is not always clear what is needed.

This problem is one of the biggest impediments to the image of child welfare. Child welfare
professionals simply do not have systematic evidence that the services they provide do any good.
Without this evidence, the system is susceptible to attack at every budget hearing and
unanticipated family tragedy.

¢ The term "diagnosis” is not used to imply a formal DSM-IV or ICD-9 category, but a more general
social diagnosis of the family's and child's problems.
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Utilization data are fragmented or unavailable. In the primary care and mental health systems,
utilization data, essential to developing capitated rates, is usually available and relatively accurate.

This is due to the uniform and detailed billing requirements of the Medicaid program.” In child
welfare, however, systems development is not uniform across states, and frequently fragmented
within a state. For example, often client tracking data is kept separately from service payment
data. Furthermore, it is not unusual for contracts to be paid based on costs versus service units
provided to individual clients. Therefore, developing utilization patterns, trends, and costs based
on per client units of service provided becomes a nearly impossible task. Without these data, it
is often difficult for managers to identify how many clients were provided with what services,
at what cost, and over what period of time. Child welfare is often viewed by legislators as a
large black box into which millions of dollars flow, but from which only a very general picture
of what happens to the money emerges.

Each of these areas can and must be addressed in child welfare if managed care is to be
implemented. Addressing each of these four areas would well serve the field of child welfare
regardless of the success of managed care in saving dollars. Each agency designing managed
care should identify their goals for managed care as they begin the design process.

Can Managed Child Welfare Save Money?

State and local public child welfare administrators studying managed care currently are doing so
primarily due to budgetary concerns. Their budgets have been cut, their budgets are about to be
cut, they have been wamed of upcoming cuts, or they are anticipating the effect of the recent
political tide on their budgets. That is to say that the primary impetus toward managed care has
been budgetary. Managed care has been touted as the way to get human service budgets under
control. But other than those portions of child welfare services that have fallen under behavioral
health managed care, or very limited pilot projects, there is no real evidence that managed care
can save money in child welfare. Furthermore, it must be clear whether the concept of saving
money means spending less than is currently spent or curailing the growth in expenditures.
Obviously the former is a more formidable goal.

7 This is also due to federal requirements for the development of Medicaid management informaton
systems, and the availability of enhanced federal funding to pay for their development, which has been available
in the Medicaid program for over a decade. Similar mandates for child welfare, along with enhanced federal
funding, has only been made available in the last 2 years.
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There are four competing factors within the current system that will effect whether managed child
welfare can save money. Each state (and county within county administered systems) will have
to weigh their position relative to each factor in order to gauge its potential for savings. They
are:

° Current utilization of high cost residential placements;
° Current level of underserving children and families;
° Current provider payment levels; and

o Effect of screening/ investigations process on caseload size.

Current utilization of high cost residential placements. The clearest mechanism in managed care

that saves money is the reduction in high cost placements. Once there is fiscal incentive to
reduce the level of care, children are moved home or to less costly placements. In jurisdictions
where there are large numbers of children in high cost residential placements, money will be
saved under managed care. In jurisdictions where significant effort has been made to reduce
these placements already, there will be less savings.

Current level of underserving children and families. In many jurisdictions, large numbers of
clients do not get the services needed because of funding limitations. Under managed care,
service provision would be based on clinical protocols, without reliance on waiting lists to ration
resources. To the extent these protocols define a level of service that has heretofore not been
provided, costs will increase under managed care.

Current provider payment levels. The donation of a portion of the cost of care, virtually non-
existent in primary health or mental health®, is common in the child welfare system among not-
for-profit, voluntary agencies. If current provider payment levels are so low that the cost of care

® This donation is a true donation o the cost of care, supponted by endowment and active fund raising
efforts, not merely a foregoing of profits, which may occur among medical providers. Nor is this donation a
Medicaid re-financing scheme, such as the “provider tax” imposed on medical providers in many states in the
last several years, but now prohibited by the Medicaid program. In many states, provider donations can be as
much as 20-50% of the cost of care. Child welfare is one of the few fields where there often is some
expectation that providers contribute to the cost of the service they provide.
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is substantially subsidized by the private sector, then there will be less potential for saving public
money under managed care.

Effect of screening/investigations process on caseload size. Currently in most child welfare

agencies there is an informal relationship between the screening/ investigations process and
caseload size. During periods where intake increases, screening and investigatory staff control
intake informally by applying stricter standards for cases to investigate and cases to open. This
may be done consciously or unconsciously, without change in the formal intake criteria, just a
subtle change in how staff may “read” the circumstances of the situation. Nevertheless, this shift
serves to informally control the caseload size. The number of phone reports not investigated or
the number of cases not opened as a result of these informal controls is unknown and likely
varies from agency to agency and from staff to staff.

Should a child welfare system privatize its ongoing caseload through managed care, while still
undertaking the investigations function, there would be considerably less concemn on the pan of
the public agency screening and investigatory staff for the size of the caseload. Ongoing cases
would be addressed by private agency staff paid out of someone else’s budget. Under this
scenario, the impact of opening a higher percentage of investigated cases would not be felt by
co-workers. Hence, it is likely that more cases would be opened. The extent of this phenomenon
is unknown, and is probably best estimated at the local intake level.

Additionally, there are a number of specific managed care design decisions that will affect the
ability of managed care to save money for a system. These will be discussed in Part II of this
paper. Until all of these issues are resolved, there is no way to estimate the cost of managed
care, let alone the potential for savings.

What Are the Most Significant Development Issues for Managed Child
Welfare?

While there are many design and operational issues that must be addressed in order to implement
managed care in child welfare, a few of these issues will require a major developmental effort

because their current state is weak and undeveloped. They are:

° The development and role of practice protocols;
° The development of new treatment modalities;

Copytight © 1996 Institute for Human Services Management



Institute for Human Services Management Page 15

° Expectations and the definition of outcomes; and
° Control, capitation and financial risk.

The development and role of practice protocols. Clinical or practice protocols must be developed
by child welfare experts in the public and private sectors within a state. The protocols are the

key instrument that links symptoms, diagnoses, interventions and outcomes. They are the tool
used to link the assessed problems (or diagnoses) with the interventions, to guide the length of
time an intervention is to be provided, and to determine what outcomes are needed to reduce or
terminate service provision. The protocols will be adjusted over time, based on systematically
measured outcomes.

Currently, there is no single tool that links symptoms, diagnoses, interventions and outcomes.
The child welfare field typically uses tools to link symptoms to diagnoses, and to link diagnoses
to general .categories of service (e.g., level of risk determining in-home versus out-of-home care,
level of symptoms determining service/ payment levels for out-of-home care, etc.). But there are
very few tools in use that link an assessment of problems with specific interventions and
expected outcomes. Child welfare workers rely on risk assessment tools to determine in-home
versus out-of-home services, family assessments to determine level of needs within the family,
level of care assessments and service and placement availability to determine interventions to be
provided, and their own experience to determine expected outcomes. The length of time an
intervention is provided is dependent on many factors (e.g., the workers caseload, the
intervention being provided, the court system, the cooperativeness of the client/ family,
administrative case reviews, the experience and training of the worker, demands for services,
etc.).

The reliance on worker discretion in determining the services provided based on the identified
needs represents both the strength and weakmess of the child welfare system. The level of
experience and training of child welfare workers varies considerably. Highly skilled and
experienced workers often are able to craft an individualized service plan specific to each client/
family. However, the child welfare system in many states and larger urban areas is plagued by
high caseloads, poorly trained staff, and inexperienced staff due to high turnover rates. Under
these circumstances, reliance on worker discretion in determining and overseeing the service plan
should not be considered a system strength.

Managed care in child welfare would result in a standardized assessment and decision making
process, a relatively flexible range of interventions, a standardized set of conditions under which
the interventions would be offered, clearly defined and measurable expected outcomes of the
interventions, and pre-determined time frames for achieving those outcomes. In spite of the fact
that this standardization would reduce worker discretion, if the tools used were well crafted and
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continuously updated, they could in fact improve the decision making process, and still represent
an individualized service plan based on the needs of each particular family. But a well crafted
tool can only be developed with input from both the public child welfare system and the private
child care providers, each of whose point of view and experience is critical and necessary to the
process. .

The public child welfare agency that delegates the development of this tool to a private managed
care company virtually ensures that the bottom line will be primary. Conversely, the public
agency that actively controls the development of this tool can protect the child welfare system,
as well as the children and families served, from many of the expected and dreaded predilections
of managed care — under-serving the client population. This tool will be the key to the success
of managed care with respect to the children and families served.

While standardization is required under managed care, child welfare practitioners must understand
that protocols structure the decision making process, but still allow for justifiable exceptions. A
Justifiable exception would require a reasoned argument based on convincing evidence.

The structuring of the decision making process would allow for a more systematic and rigorous
comparison of the relationship between symptoms, diagnoses, interventions and outcomes. This
in tumn, should result in a system that can benefit from experience, a trait lacking in the current
system. Currently, it is only the individual workers who benefit from experience.

The development of new treatment modalities. The child welfare system has successfully
developed and widely implemented only limited new treatment methods in the past 20 years (e.g.,
intensive, in-home family preservation services, day treatment, and specialized/ therapeutic foster
care). Managed care, with unlimited flexibility of funds, should allow for the development of
new treatment modalities. For example, it is not uncommon for emotionally disturbed
adolescents in both the child welfare and juvenile corrections systems to be placed in residential
treatment programs for 12-24 months. Yet in the commercial sector, the length of placement in
a residential program is more likely to be 30-90 days. This difference is, no doubt, related to
plan coverage, typically 30-90 days in the commercial health insurance sector. While 30-90 days
may be too short a period to address adolescent emotional problems, there may be a level of
useful treatment that could be completed in less than 12-24 months. In many cases we do not
know if this is possible because there has never been a true incentive to minimize the length of
stay in residential settings.

While the child welfare system has given lip service to “step down"” services, they are not
typically available. When a child enters a level of care, he stays at that level until the case
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worker reduces his level, which may require finding a new placement for the child, which
requires an affirmative action by the caseworker (for which there is a strong disincentive).

The child welfare system has been remarkably uncreative in developing and implementing new
levels of care. For example, there may be youth who need episodic structured residential
placements, but who can otherwise live at home. Or youth who need day treatment lasting until
bedtime. While creative experiments exist, they are not disseminated nor replicated on a wide
scale basis. No one ever learns from these innovative experiments, hence they are never tried
elsewhere.

Managed care will not only offer the forum for innovation, it will assure that data documenting
the successes and failures, advantages and disadvantages of these experiments is kept.
Furthermore, it will assure that the data are used to refine and reinvent the system on an ongoing
basis.

Expectations and the definition of outcomes. Managed care does not promise that it will cure
all who enroll. It does not promise that those who enroll will be healthier. It is designed to
provide financial incentives to practitioners to find and treat problems early, to provide quick and
efficient services to enmrollees, to insure that the client gets only those services clinically
justifiable and only for as long as necessary, and still provide professionally competent care. It
is a process of managing and allocating resources efficiently. It recognizes that some clients will
not be cured, some will not improve, some may require long term expensive treatment, although
most will not.

Doctors are not expected to prevent cancer; mental health practitioners are not expected to
prevent mental illness. While both fields may know and understand many risk factors that are
associated with illness, they cannot force people to avoid those risk factors. The same is true in
the child welfare field. Professionals know many risk factors associated with child abuse, but
they cannot assure that all children will live in households without those risk factors.

Both the medical and mental health fields have generally reasonable expectations placed on them.
Unfortunately, expectations of the child welfare system are higher: The system is expected to
prevent child abuse, prevent the murder of children at the hands of their caretakers, heal all
children who are abused, and find parents for all children without them. While these
expectations are outrageously unrealistic to those who understand the system, they are not
unrealistic to the general public.

The process of defining outcome measures for the child welfare system should not begin with
unrealistic expectations (i.e., a reduction in incidents of child abuse). Outcome measures should
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include those indicators over which the system has reasonable control. They should address the
impact of the interventions directed by the system itself.

Within medical and mental health managed care, one of the primary outcome measures is client
satisfaction. Managed care organizations are quite adept at measuring client satisfaction with
sophisticated surveys geared toward the educational level of the client. Another set of outcomes
measured include process measures such as the number of rings before the phone is answered,
the time required to get an appointment, the time spent in the waiting room, etc. The quality of
the service actually provided is measured through quality assurance procedures and adherence
to professional credentialing.

In both the medical and mental health fields, there is a general assumption of professional
competence by the actual practitioners. Managed care is merely an organizational overlay that
changes incentives and procedures. Therefore, the measures used to evaluate managed care are
procedural and perceptual in nature.

Child welfare is different in two ways. First, acknowledging some exceptions, there is not a
general assumption of competence within the current system. In most areas, there is considerable
suspicion and skepticisn about the competence of the child welfare system. Second, managed
care in child welfare is not just an organizational overlay. Managed care has built-in incentives
that undermine the single most important purpose of the child welfare system - to protect
children — by failing to remove children at risk or retuning them home prematurely. For these
reasons, while child welfare should not Over-promise on outcome measures, the measures
developed for managed care in child welfare must be more substantive and extensive than those
used in the medical and mental health fields.

Control, Capitation and Financial Risk. Due to issues raised in earlier sections of this paper, the
child welfare system is not a particularly good candidate for capitation. The first issue is that
of limited control over the conditions and interventions. Assuming financial risk requires some
degree of control, it has already been argued that control is more limited in child welfare than
in other fields that have implemented managed care. One of the biggest problems in that regard
is the role of the courts. While most judges agree with and respect the advice of the child
welfare worker, many do not. In these instances, many make their own decisions regarding the
treatment type or even individual facility, without regard to the recommendations of child welfare
professionals. This phenomenon means that the managed care provider would not have control
over the treatment plan.

Another court related problem occurring in some areas is that the backlog is such that changes
in custody status are not processed timely. This can result in children remaining at a level of
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care longer than is clinically necessary. Again this would represent an expenditure outside the
control of a managed care provider. These court issues represent some of the most troublesome
issues for child welfare managed care. Some believe that over time the issue will resolve itself
on the assumption that, rightly or wrongly, judges will become more comfortable with the clinjcal
expertise and competence of the managed care provider than they have been with the typical

public sector worker.

The second problem child welfare faces in developing a capitated system is the lack of reliable
utilization data. The lack of a single information system, the reliance on manual record keeping,
changes in the way data are kept, etc. will all affect the ability to develop reliable historical
utilization data, which will be needed to develop a reliable capitation rate.

The third problem is the lack of information regarding how the basic capitation rate should be
adjusted given assumed, but relatively unknown levels of over-utilization of current services and
under-serving of current clients. These unknowns translate into unpredictable financial risk for
a managed care provider.

The fact is that there may be too many unknown or uncontrollable risk factors for a managed
care provider to be willing to assume financial risk under capitation. In the initial stages of
Medicaid managed care, providers were given “no risk” contracts. One could argue that there
are significantly more unknowns and uncontrollables in child welfare than there were in Medicaid
at that time. Capitation and financial risk issues must be considered very carefully in the initjal
planning for managed care. Compiling the necessary data and evaluating its completeness and
reliability will affect the willingness of a provider to assume financial risk. Even with a level
of financial risk assumed, there may have to be “stop-loss” protections offered to ameliorate some
of the risk.’

Conclusions

In answer to the question raised by the title of this paper, child welfare and managed care can
be compatible if the concepts of managed care are adapted to the unique qualities and
responsibilities of child welfare. The development of child welfare managed care cannot simply
be an extension of Medicaid or behavioral health managed care. The child welfare system
requires a re-conceptualization and re-design of managed care to meet its needs and

? The technical issues related to financial risk protections and the types of capitation methods are
discussed in Part I of this paper.

Copyright © 1996 Institute for Human Services Management




Institute for Human Services Management Page 20

responsibilities. This effort will require the collective thinking of child welfare management and
line staff in both the public and private sectors. The complexity of the issues will require more
time and energy than most governors and legislators may be willing to allow. Therefore it is
crucial that this planning begin immediately. Whether child welfare managed care will produce
any savings is unknown, but any effort to significantly change the system for the purpose of cost
savings should be accompanied by an effort to improve the system as well. If the only purpose
of implementing managed care is to cut costs, there are easier ways for the system to accomplish
that goal (though few cuts will be painless to the children and families served). Managed care
Is a significant enough system change that it should not be undertaken unless its underlying goal
is to achieve an overall improvement in the child welfare system.

This paper was written by Tracey Feild. Part 2 of the paper, still incomplete, will address specific design
and operational issues in managed care for child welfare. If you would like to receive a copy of Part 2,
please contact:

Institute for Human Services Management
7307 MacArthur Blvd., Suite 214
Bethesda, MD 20816

(301) 229-9455
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Manpaging Behavioral Healthcare: Core Methods and Predominant Models

The mental health and substance abuse benefit packages that cover most pnivately insured
Americans in 1994 involve some form of managed care. The approaches to managing care
for patients with these disorders often require specialized knowledge and skills different
from those needed to manage general medical care. For this reason, and in response to
cost escalation in indemnity behavioral benefits, separate companies began forming in the
1980’s that focus exclusively on managing behavioral healthcare. Many independent
companies and insurers began offering separate "carve-out” behavioral healthcare insurance
products to their customer accounts in addition to their regular insurance offerings. An
increasing number of healthcare purchasers began and continue to buy behavioral healthcare
carve-out benefits for their employees. The market response to behavioral carve-out
vendors among self-insured employers has been strong and positive, resulting in rapid
growth for the managed behavioral healthcare carve-out industry.

A. Core Methods of Managing Behavioral Healthcare

Managed behavioral healthcare is evolving from initial attempts to contain and
manage direct expenditures and costs by managing benefits, through a stage
characterized by innovative methods to improve value and quality by managing care,
towards a new model based upon methods to reduce the demand for expensive
services by improving the health status of defined populations. Each approach to
managed care contains its own set of core technologies, some of which will be
briefly summarized below.

1. Managing Benefits

During the 1970s and early 1980s, the primary methods used for cost-
containment were actuarial manipulations use in managing benefits. There
were, and continue to be, thousands of different benefit designs, each with
built-in design elements that are used to control utilization and resuiting
expenditures, without regard to the impact of these benefit design
manipulations on displacement of care into the general medical sector or
upon the consequences of these restrictions, limitations and exclusions on
indirect costs incurred by the employer, the community, and the beneficiary.

Traditional benefit design elements long in use include annual and lifetime
maximums, deductibles, outpatient co-payments, and inpatient co-insurances.
Certain specified forms of treatment and types of disorders may be excluded
from coverage. Certain procedures, such as requiring the use of a
specialized gatekeeping and obtaining prior authorization, serve as additional
benefit design vehicles that restrict reimbursement. Taken together,




productivity, and reduce health care costs. The antecedents of many

contemporary behavioral demand management 1niuatves can be found in
EAP efforts.

Methods to manage health include providing health advisors, individual
health risk assessments, health education programs, financial incentives for
meeting personal health management goals, self-help groups, crisis debnefirg
services, outreach programs to high uulizers of healthcare services, and
medical offset programs. Wellness programs employ measures to
periodically assess the health status of the defined population they target.

Managed competition and related models of reformed health care systems
include capitated financing mechanisms that have the potential to encourage
managing for population-based health. We expect to see this focus increase
in the managed behavioral healthcare of the future.

Contemporary Models of Managed Behavioral Healthcare

Managed behavioral healthcare organizations are structured and approach the task of
managing care in many different ways. However, several predominant models exist
by which most managed care organizations can be categorized.

10

Managed Behavioral Carve-Out Programs

Managed behavioral healthcare programs are characterized by: 1)
management teams devoted exclusively to mental health and chemical
dependency issues, 2) case management personnel who are specialty
credentialed under the supervision of board-certified psychiatrists, 3) use of
specifically developed mental health and chemical dependency level of care
assignment and case management criteria that address medical necessity,
medical appropriateness, and levels of care determination; and 4) specialty
behavioral group, staff model, and PPO networks with a continuum of care,
access to a full range of disciplines, and negotiated discounts (1). Other
distinguishing features include continuous quality improvement programs,
specialized behavioral information systems, outcomes management systems,
clinical practice guidelines, and provider network management sysiems.

a. Delivery System Characteristics
The most common type of managed behavioral delivery system in
1994 is a contracted network of independent providers, although this

is rapidly changing. The network providers are multidisciplinary
specialists and generalists in behavioral healthcare services and are
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organizaton to properly balance decentralizauon with some ongoir.2
centralized functions, especially in the areas of information
management and quality control.

Product Lines

The basic managed behavioral carve-out product offerings include
telephonic utilization review, network-based managed care, and
employee assistance programs. These products are structured around
the provision and care management of any one of combination of
mental health and/or substance abuse benefits. The benefit design can
vary widely at the discretion of the purchaser, and can be based on
cither HMO, specialized behavioral, or managed indemnity benefits.
At the request of a purchaser, managed care organizations can require
that services be rendered only by providers within a predefined
network, or they can offer point of service plans in which the
reimbursement rate depends upon the provider’s network status.

These products may be offered for customer accounts on an
administrative services only (ASO), a risk-sharing, or on a fully at-
risk basis. ASO offerings involve all aspects of care management
except for final payment of provider bills; the latter remains the
responsibility of the insurer. At risk offerings also include payment
to providers.

Several other product lines may be offered by these companies. An
employee assistance program offering is not uncommon. The
elements of such a program are described on the following page of
this report. Utilization review services, as described earlier in this
report, may be a product offering separate from care management.
An emerging product line is workers compensation stress claim
prevention and management. There is an increasing need for such a
product, and managed behavioral carve-out companies are well-
positioned to offer it. The most commonly offered product is an
integrated behavioral carve-out that includes EAP, psychiatric, and
substance abuse treatment services provided through a structured
network.

EAP-Driven Managed Behavioral Healthcare Programs

Managed behavioral healthcare has some historical roots in the EAP
movement. Employee assistance programs are worksite-based, and are
designed to assist in the early identification and resolution of productivity
problems associated with employees impaired by personal concems (3). EAP
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behavioral healthcare product. Entities such as Bethesda Behavioral Hea '~
Systems in Cincinnati are able to contract direcdy with employers, coi.ec:
premium, deliver and manage care through EAP plus structured network
programs, and manage post-treatment workplace integration.

Health Maintenance Organization (HMO) Managed Behavioral
Healthcare Initiatives

HMOs are characterized by certain features which have also been borrowed
by managed behavioral health plans. These features include:

a. pre-payment financing on a per member per month basis

b. flexible service programs in which all levels of authorized care are
reimbursed, and formulae for substitution of inpatient benefits are
used to cover alternatives to hospitalization;

c. physician or behavioral health specialist gatekeepers, who manage the
initial triage as well as decisions about step-down or step-up 10
different levels of care within the same course of treatment,

d. population-based healthcare measures that assess the overall
behavioral health of the covered members at different time periods to
determine the effectiveness of wellness programs as well as of illness
treatment services.

The primary care gatekeeper model is the most common method used by
HMOs to control utilization. Patients must first be evaluated and referred by
their primary care physician before seeing a specialist, such as a mental
health clinician. This model has been criticized for making access to mental
health care more difficult, and for using physician gatekeepers who may lack
sufficient training in diagnosing psychiatric and substance abuse disorders.

Some alternative models that allow multiple entry points into treatment do
exist, the most well-known of which is Kaiser Permanente. Most of the
contemporary non-HMO managed care behavioral health plans utilize some
type of specialized mental health gatekeeper, rather than primary care
physicians.

HMOs have suffered dramatic market share losses as managed behavioral
carve-out vendors grew. Some employers, such as Digital Equipment
Corporation, are now using formal quality and performance standards in their
contracting process as a way of pressuring HMOs to offer expanded benefits,
easier access, case management services and other managed behavioral carve-
out features.



A Brief History of the Managed Behavioral Carve-Out Industry

The managed behavioral carve-out industry was probably started in 1981 by the onginal
Metropolitan Clinic of Counseling (MCC - now a subsidiary of Cigna) in Minneapolis. Tre
brief history of this industry has been eventful and characterized by innovauon and rapid
growth.

A. Historical Roots

The widespread adoption of managed behavioral healthcare is a recent, rapidly-
evolving phenomenon. This model of care gained significant momentum between
1986-1993, primarily in response to cost-containment pressures and venture-capital
financing of start-up companies that were created to take advantage of this business
opportunity. However, the policies and methods upon which managed behavioral
healthcare is grounded have much older historical roots. It will be helpful to briefly
review these roots to better understand the industry’s current approaches to
financing, authorizing, and managing clinical care.

1. Community Mental Health

The national community mental health centers (CMHC) program that was
initated in 1963 encouraged the establishment of hundreds of CMHCs
nationwide. A primary focus of the program was to shift the locus of care
from state mental hospitals to community-based alternatives to
hospitalization. Tts strategy for accomplishing this was to develop well-
coordinated, easily-accessed continuums of care in each community.
Individual case management programs were implemented. Communities
became catchment areas with defined populations for whose care they wers

responsible.

It is not surprising that many leaders of the CMHC "movement” went on 10
become executives of private sector managed behavioral healthcare
companies. Perhaps as a consequence, the parallels between community
mental health and managed behavioral healthcare are striking (5). They both
place a high value on:

a. facilitating easy access to care

b. taking responsibility for a defined population of patients

c. triaging patients into the least restrictive care that is effective for the
patent

d. providing care within a well-coordinated and complete continuum of
care system.



Inaccessible and too restncuve. Some HMOs provide care Jor this benelt
through their current delivery system models, while others contract oul e
care management of such services 10 3 specialized behavioral care
management vendor. For example, Humana Health Plans purchased a 0%
equity interest in CMG Health in the second quarter of 1994. CMG s a
specialized managed behavioral carve-out vendor.

Employee Assistance Programs (EAPS)

EAP programs began as occupational health services for alcoholism services
in the 1950°s. They initially focused on early intervention for alcohol and
drug abuse, but gradually expanded their service offerings. One of the
strongest aspects of their programs is facilitating easy access and appropnale
referral into a sometimes daunting behavioral healthcare system. They
created an informal network of trusted providers, and developed criteria and
procedures for triaging clients to the most appropriate care. These features
have been incorporated by contemporary managed behavioral healthcare
programs. '

Managed care is now filling many of these rapid access, evaluation and triage
functions. It is also going further to intensively manage the care after initial
referrals are made. Consequently, EAPs are re-evaluating their role, which
bridges between the internal human resources function in the workplace, and
the *front end® of an integrated managed behavioral healthcare system.

Some external EAP vendors have decided to expand their services and evolve
into managed behavioral healthcare companies. Others have opted (o focus
exclusively on services unique to EAPs. The latter group of companies leam
to effectively interface with managed behavioral healthcare companies for
coordination of patient care. They are confident that EAP benefits will
continue to be valued and provided by many corporations as an add-on to
basic healthcare benefit packages.

Telephonic Psychiatric and Substance Abuse Utilization Review (UR)

Telephonic utilization review for psychiatric and substance abuse disorders is
another precursor to managed behavioral healthcare which began and rapidly
grew in the early 1980s. These benefit authorization programs used
telephone-based preadmission and concurrent reviews for hospital admissions
and inpatient stays. The UR company typically did not have contractual
agreements with the hospitals, but made authorizations a requirement for
reimbursement.

Seventeen UR companies were operating in 1979 (9) with this approach.
Their focus was almost exclusively on disability and medical-surgical cases.
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The Emergence of a New Market

During the early 1980’'s, a fledgling industry was created from demancs nat
third party reviewers manage behavioral healthcare to assure cost-effecuve
treatment. The managed behavioral healthcare approaches that grew from
that beginning are essentially a system of checks and balances placed on a
multi-billion dollar behavioral healthcare industry for which free market
principles were not working. Price consciousness had ceased to be a
functioning force regulating the market, since benefits were expansive and
the consumers (patients) of services were no longer the payors. Neither was
quality a strong market force, since little or no organized information was
available about the comparative quality of behavioral healthcare providers
and the services they provided.

a. Expanded Coverage and Lack of Diagnostic Related Groupings
(DRGs) for Behavioral Healthcare

The Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA) led 0
several new methods to control Medicare costs, the most well-known
being diagnostic-related norms for reimbursement. These norms had
tremendous impact throughout the healthcare industry, including for
treatment of non-Medicaid patients. With the end of cost-plus
reimbursement, hospital profits began to suffer and private investors
became disenchanted with them.

The behavioral healthcare industry was relatively untouched by DRGs,
because psychiatric diagnoses were regarded as unreliable, inaccurate,
and lacking in predictive power for course of treatment. Venture
capitalists, the public capital markets, and other entrepreneurs saw
tremendous opportunities available in this still relatively unregulated
market. Consequently, large, for-profit "chains” of specialty
psychiatric and chemical dependency hospitals began to proliferate.
Between 1979 and 1986, inpatient psychiatric treatment facilities grew
by 40% (10).

b. Inadequacy and Exploitation of Indemnity Behavioral Healthcare
Benefits

Indemnity mental health and substance abuse insurance benefits
reflected existing prejudices and practices regarding behavioral heal:h
care disorders and services. Traditional benefits generously
reimbursed inpatient services, since purchasers regarded
hospitalization as a "real® treatment for such "genuine” illness
symptoms as psychoses and suicide attempts. In contrast, purchasers
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review companies to at least control unnecessary inpatient utilizator.
d. Inadequacy of HMO, PPO, and LR Behavioral Healthcare

HMO mental health and substance abuse benefits were much less
generous than those offered in indemnity insurance packages. In
addition, access to care was not as easy. Either an appointment with
a physician gatekeeper was necessary, or an appointment was required
in an HMO-staffed mental health clinic that might involve a long wait.
Criticisms were raised that HMOs contained costs through access
barriers and undertreatment.

Preferred Provider Organizations (PPOs) began to develop in the early
1980s. These organizations were based upon groups of clinicians who
contracted to serve a defined population on a discounted fee-for-
service basis. The discounts sometimes lost their value to contracting
organizations when the usual and customary rates began to nise more
quickly with inflation. Also, during the early 1980s, the PPOs
provided little or no case management. They were for all these
reasons unable to effectively control costs.

The telephonic UR companies worked with treatment facilities after
the patient had already arrived for admission. Because these
companies did not refer business to the facilities, had no formal
contracts with them, and reviewed cases after admission, the
negotiations for number of authorized inpatient days were often
adversarial. The UR companies’ review process might shorten length
of stay, but it would seldom entirely avert unnecessary
hospitalizations. Because early UR companies had no contracted
network of providers, they were not in a position to recommend and
direct patients to hospital aiternatives. They consequently were in a
policing rather than a facilitating role, had only limited effecuveness
in cost containment, and had limited control over enhancing the
quality of care.

Entrepreneurial Managed Behavioral Healthcare Start-ups

Many companies in the managed behavioral healthcare industry had their
beginnings in the early 1980s. They frequently began as an entrepreneunal
clinic or an informal network of local providers in a narrowly-defined
geographic community, with a few contracts to provide services to businesses
and/or insurers. Some were EAP companies that gradually expanded their
business into managed behavioral healthcare. Some were utilization review
companies that gradually became more comprehensive, building a contracted
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while simultaneously building a sound operational infrastructure very quicx.,
to handle rapid growth. The infrastructure had to include expensive
information systems, elaborate cas¢ management policies and procedures, a
thorough provider credentialing system with an extensive network of
contracted providers, and a highly qualified staff of well-trained professionals

who could work well as a team to integrate their different funcuons.

This kind of development was expensive, and the deadlines were 100 short to
allow for a gradual process fed by marginal profits. Instead, many
companies sought large infusions of capital from venture capital firms which
viewed these companies as part of a major growth industry. While this
solved immediate problems of how to finance growth, it created new
problems for many of these fledgling managed care companies. The
corporate culture shifted from a relatively informal clinical orientation to a
more efficient, bottom-line-oriented business enterprise. Many companies
went through major shake-ups with reorganization and new leadership.
Those providers, customer account representatives, and others regularly in
contact with managed care companies during this time period frequently had
the impression of instability.

Aggressive Marketing to ERISA Exempt Self-Insured Employers

Union-management labor negotiations in major corporations typically revolve
around three-year contracts. During the late 1980s, the negotiating cycle
throughout the United States focused both on enhancement of salary and on
employee benefits. Naturally, health care was central in these negotiauons.
The promise from managed behavioral healthcare companies to improve
access, assure quality and reduce costs enabled many self-insured companies
to offer enriched behavioral healthcare benefits within a carve-out managed
behavioral healthcare package at a fixed and ofter reduced price. These
employers consequently became a prime market for managed behavioral
healthcare companies.

Corporate purchasers of health care benefits, especially in the larger
corporations, were strongly influenced by consultants from the major benefit
consulting firms, who explained the value of managed care and helped with
vendor selection. Venture-capitalized behavioral MCO's also invested
heavily in marketing during this period.

In the late 1980s, most companies were still undecided about switching to

carved-out managed behavioral healthcare, especially the small and mid-sized
corporations that did not retain specialized benefit consultants. Managed care
companies saw their marketing efforts at that time as primarily to educate the
market about the value of their services. In the early 1990s, they shifted to a
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a crossroad in strategic planning. They could sty a small 10 medium-s:zed
regional player bidding only on local contracts and hope 10 stay viabie or be
acquired eventually. They could merge with or acquire similar companies
and expand their coverage and market potential. They could be acquired by
a larger company, especially a major insurance company, and guarantee their
survival in some unpredictably altered form.

Insurance Carrier Acquisitions and Build-Outs

Managed behavioral healthcare companies must be creative, flexible,
dynamic, innovative, and able to make rapid adjustments to the marketplace.
They must willingly and readily respond to conflictual situations that arise
between their payor-supported managed care policies and the demands of
some patients and providers. They rightly regard these conflicts as an
unavoidable part of their everyday business.

Insurance companies, on the other hand, tend to be older, more bureaucratic,
very large and slow-moving organizations that resist change and attempt 1o
avoid conflict. Whereas MCO's conceived of themselves as being in the care
management business, insurance companies were essentally in the claims
payment business during the 1980°s. Marrying these two cultures has not
been easy in any situation.

The very characteristics that make it so difficult for these two types of
organizations to work well together are also the qualities that make them
need each other to succeed. Because of their size and longstanding corporate
culture, insurance companies could not build a fast-moving, dynamic
managed behavioral healthcare enterprise without great difficulty. Most
consequently found it easier to acquire one, and help grow it further. On the
other hand, smaller managed care companies do not have the financial
backing or infrastructure to keep up with the growing market opportunities
on a national scale. Furthermore, acquisition by an insurance carrier
provided a built-in market for the managed behavioral carve-out vendor to
pursue.

a. MCC/Clgna

Metropolitan Clinics of Counseling is headquartered in Minneapolis,
Minnesota and was founded in 1981. Itis a national managed
behavioral healthcare company with a mixed model of clinic sites and
a network of providers throughout the United States. It was
purchased by Cigna in 1988. Currently, MCC Behavioral Care
covers approximately 5,000,000 lives. Its product lines include both
the HMO and the managed indemnity (employer) markets, including
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ABI Acquisitions-Medco Behavioral Care-Merck

American Biodyne, Inc. was founded in 1986 and grew through
substantial contracts with Blue Cross/Blue Shield Plans and HMO's in
many states across the country. ABI was profitable, and further
expanded its reach by acquiring Assured Health Systems,
Achievement and Guidance Centers, Inc., and Personal Performance
Consultants. This multi-part entity was acquired by Medco
containment services in 1992 and renamed as Medco Behavioral Care.
It currently covers approximately 9,740,000 lives. In 1993, Medco
Behavioral Care was acquired by Merck Pharmaceuticals as part of
Merck's acquisition of Medco.

Preferred-APM-Value Behavioral Health

The largest merger in the managed behavioral healthcare industry
occurted in September-December, 1993 when Preferred Healthcare
and American PsychManagement formed Value Behavioral Health.
Preferred Healthcare was a publicly traded managed behavioral
healthcare company headquartered in Wilton, Connecticut. It focused
on the managed indemnity market, and contracted almost exclusively
with large self-insured employers. American PsychManagement was
headquartered in Arlington, Virginia and also contracted with several
large self-insured corporations. Together, they now cover 12,530,000
individuals and represent the largest of the managed behavioral
healthcare specialty companies.

Relationships with Pharmaceutical Manufacturers

A recent development in the consolidation of the managed behavioral
healthcare industry has been the formalizing of relationships between
managed behavioral healthcare companies, pharmaceutical manufacturers,
and mail-order prescription management companies. These relationships
have emerged first between independent managed care firms and
pharmaceutical manufacturers, rather than with the carrier-owned firms.

Medco Containment Services/Merck Pharmaceuticals

Medco Containment services is a highly successful mail order
prescription management company. In 1992, it purchased American
Biodyne, Inc. to form Medco Behavioral Care. The company 1§ now
headquartered in St. Louis, Missouri. MBC was purchased by Merck
Pharmaceuticals in 1993 as part of Merck's drive for verucal
integration across the pharmaceutical marketplace.
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note is Johnson & Johnson Advanced Beravioral Technologies, ~n:on
is converting its employer-based wellness programs into health p.an -

based disease management programs at this ume.
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and promouon initiatives are financially incenuvised, and that access 10 acute care :s
initally easy at the milder, beginning stages of illness when less intensive care 1s
needed. For some plans with underfunded mental health and substance abuse
benefits, making services more easily accessible may mean expending more
resources, in cost-effective ways, for mental health and chemical dependency

treatr snt.  However, the end result will be to reduce overall medical utlization
(13).

In addition to using medical expense dollars to improve access and reimburse
medically necessary and appropriate care, there are many other methods that may d¢
used to allow delivery systems to expand access, reduce demand, and benefit from
the medical offset effect. A review of these methods, and their policy implications,
is beyond the scope of this paper.

Innovation

One overriding lesson of the managed behavioral carve-out phenomenon is that
properly aligned market forces can produce behavioral healthcare service innavatons
that result in rapid and significant social gain. Within the last 10 years many
organizations in the (de-politicized) private sector have taken advantage of their
access 10 capital to innovate effectively in order to gain competitive advantage by
increasing their levels of service integration and efficiency. Some recent data
suggest they are also increasing levels of quality and customer satisfaction (14).

In behavioral healthcare, much innovation is still required to improve delivery
systems. With proper access (o capital and financial incentives, clinicians and
clinician executives in a variety of private sector settings continue to develop
creative new ways of delivering care more cost-effectively, improving access and
accountability, measuring and improving outcomes, implementing guidelines, and
improving the health status of defined populations. These innovations are made
possible by including new therapeutic approaches, new treatment settings,
computerized medical records and other new technologies, as well as new ways of
bringing treatment to people in need, in rapidly evolving service delivery systems.

Health planners will benefit from being mindful of the forces that have permittec
innovation to unfold in the private sector, and the forces that have slowed
innovation and efficiency in many public sector settings.

It is important that health care reforms preserve and create additional incentives for
innovation. With proper incentives and the right direction set, the private and public
sectors can continue to innovate many socially beneficial advances that can promote
the health and welfare of individuals with behavioral disorders, and their families.
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costs by understaffing, the result is long waits and underutilization. Thisis a
common source of subscriber complaints in some clinic-model managed behavioral
healthcare organizations that operate within HMO environment. Similar probiems
exist in county-owned mental health centers treating people covered by Medicaid a~d
other non-private insurance benefits. Paradoxically, when the treatment used is
appropriate and cost-effective, savings are significant despite increased numbers of
people accessing care (16).

Many HMOs use a physician gatekeeper 10 triage people who need mental health or
substance abuse treatment. This can facilitate easier access when a prospective
patient has a trusting relationship with his/her physician and does not otherwise
know how to access treatment. However, for other prospective behavioral
healthcare patients the extra step of seeing a physician can impede access. Also,
most physicians are not well-trained in the identification of psychiatric disorders,
and may not make an appropriate referral.

Controversies regarding managed care abound among both providers and patients.
One of the most common concerns is whether patients are granted sufficient access
to the appropriate type of care they need. Economic incentives to undertreat may
result in denial of care at the appropriate level of intensity and/or the appropriate
amount. Poor clinical judgment by care managers may also occur, resulting in
inappropriate denial of care. There are numerous anecdotes regarding such
circumstances.

Managed care companies also relate many examples of inappropriate care demandec
by patients and delivered by providers. It is difficult to determine how many of
these complaints from either side reflect actual mistakes in clinical judgment and
how many are simply differences of opinion. Data are not available. Nevertheless,
it is clear that managed care company staff do make mistakes from time to time in
their clinical decision-making, and that overzealous attempts to control costs may
cause harm to individual patients.

Providers in organized systems of care that are reimbursed on a capitated basis have
an economic incentive to undertreat. Since their monthly receivables are constant,
they can only improve profits through cost controls. It is critical that the health care
system build in checks and balances so this incentive does not overwhelm longer-
term incentives to build quality services and population health status improvement
programs. Otherwise, barriers (0 access will arise and morbidity will increase as a
consequence of understaffing or overly strict criteria for treatment authorizations.
Two important balances within the system to offset this trend would be to adequately
fund behavioral healthcare benefits and services, and to find ways to measure and
reinforce standards for the accessibility, appropriateness, quality, and effectiveness
of treatment such as through “report card® delivery system performance indicators.
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quality of care might be compromised. One of the most compelling
determinants of quality is the clinical outcome of the treatments prescnbed
for specific patients. Some purchasers of behavioral healthcare benefits are
beginning to require their contracting managed care organizations and
delivery systems to develop outcomes management programs and (o
periodically provide data from them in order to demonstrate clinical
effectiveness and value.

A quality control method related to outcomes management is the development
and use of practice guidelines. Delivery systems that use rescarch-based
practice guidelines, and continually improve upon these guidelines through
ongoing outcomes research, may be more likely to deliver consistent and
high quality care, and thus have a competitive advantage in some markets.
As outcomes management and practice guideline programs become more
widespread, they will grow in sophistication and contribute to quality
improvement by reducing practice pattern variation.

Outcome research in behavioral healthcare services has been conducted for
many decades, often with highly sophisticated experimental designs. This
research has considerably advanced our knowledge about the comparative
effectiveness of different treatment interventions for a wide range of mental
health and substance abuse disorders. However, as is also true in the
medical field, there exists a wide gap between research findings and common
clinical practices. The entire healthcare field confronts the dilemma of
effectively disseminating best practices information in ways that busy
clinicians can easily and quickly access and integrate into their work.

Efficacy research in behavioral healthcare services uses highly sophisticated
experimental designs in controlled clinical trials. This research has
considerably advanced our knowledge of what specific treatment interventiors
are most efficacious with which types of patients and disorders, and over
what time frame, under experimental conditions. However, efficacy research
has been notoriously unable to provide busy clinicians with the research
findings that might add value to their practice by indicating which treatments
are actually effective under naturalistic, real-world conditions.

In this time of dramatically increased accountability, organizations at every
level from small group practices to large managed care companies are being
asked to demonstrate their effectiveness with outcome data. This challenge
to develop outcomes management programs within a busy clinical setung
requires somewhat different methods than an academic researcher might use
in a controlled treatment efficacy experiment. Behavioral healthcare
organizations are currently struggling with how to balance sound effective
research methods with the demands of a fast-paced market-driven business.
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There is indication in the psychotherapy research literature of a posiuve
relauonship between therapeutic alliance and psychotherapy effecuveness.
The data suggests a high correlation between patient satisfacton and chinical
outcome, although there are also important differences between these two
dimensions (18).

A challenge for the behavioral healthcare enterprise rests in integrating input
from "consumers” and "customers.” Several patient advocacy groups
representing the interests of the severely mentally ill have worked with, and
have been supported by public sector agencies in order 1o make services
more responsive.

Input from these organized “consumers” (advocacy groups) is quite different
from the “customer” input derived from heaith plan beneficiaries using
standard market needs assessment techniques. For example, the National
Committee on Quality Assurance has used customer input to guide its
development of quality-oriented performance standards for HMOs. This
customer input was derived from focus groups, survey research, and needs
assessment methods that included many categories of health plan beneficiaries
and end users. '

American industry, including the healthcare industry, is more attentive than
ever before to gathering data on customer satisfaction. We have learned
from our competitors around the world and from the works of such quality
leaders as W. Edwards Demming about the power of the competitive
advantage that accrues when we learn from our customers and develop
products and services that respond to customer needs. The behavioral
healthcare industry is no exception to this growing trend of increasing the

customer focus in healthcare.

E. Accountability to the Marketplace, to Accrediting Organizations, and to
Government Regulatory Agencies

1.

Market Forces

Health system planners are faced with the challenge of creating safeguards
that will result in the accountability of behavioral health systems without
creating unnecessary regulations that tend to stifle innovation and
competitiveness. The private sector model for accomplishing this objective is
ity- ing, drawn from the supplier improvement methods of
continuous quality improvement (CQI) and total quality management (TQM).
Some sophisticated purchasers are beginning to require CQI programs and
outcome data as evidence of quality service from their prospective managed
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regulations, government regulation will be able to provide only lLimied
incentives for managed behavioral healthcare quality.

Special Issues with Capitation

As our healthcare system continues to reform and evolve, integrated delivery
systems are forming in a manner that will allow them to bid for
comprehensive business and receive global payment on 2 capitated rather
than fee-for-service basis. Under capitation, autonomy for providers is
increased, if not entirely restored, because utilization review and case
management functions are internalized rather than imposed from external
organizations. However, this type of autonomy within capitated and
integrated delivery systems requires a new level of responsibility.

Providers are increasingly aware of their responsibility to provide cost-
effective care within the context of limited resources to pay for that care.
Capitation contracting re-enforces that awareness. As information technology
improves, and as providers become part of organized systems of care rather
than remain solo practitioners, it becomes easier for behavioral healthcare
organizations and the providers within them to measure and be held
accountable for the kind of care they deliver. This is initially experienced by
many providers as an uncomfortable development with many potential
pitfalls. However, it can also become a very positive trend leading to the
overall improvement of behavioral healthcare services (20).

Capitation financing forces plans to assume accountability for direct
expenditures, but not for indirect costs or for quality. To accomplish these
latter objectives, private sector initiatives focus on establishing performance
criteria and indicators in the areas of accessibility, quality, customer
satisfaction, treatment appropriateness, clinical outcomes at the individual
patient level, and health outcomes at the patient population level, and perhaps
prevention and promotion as well.. By measuring performance in accordance
with standardized "report card” performance indicators and standardized cata
sets, capitated delivery systems will be incentivised to stay focused on results
rather than process, health systems planners can avoid unnecessary
regulation, harness the power of healthcare purchasers to require
accountability for quality and to reward positive results. Additionally, lorg
term (five year) rather than short term (one year) capitation contracts are
more likely to allow integrated delivery systems to both invest in prevention
programs, and realize the value of that investment.

Two other concerns should be addressed in regard to capitation; namely

capitation rates and sub-capitation arrangements. Many capitated delivery
systems limit behavioral healthcare services to about three percent of
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$5 to employees for each dollar invested (21).

Behavioral Healthcare in Primary Care Medicine

Much of the treatment for psychiatric disorders is provided by primary care
physicians, upon whom patents tend to rely for care of many of their healthcare
problems (22). During office visits, physicians may provide very brief counseling
and may provide medication for psychological problems. Unfortunately, few
primary care physicians are adequately trained in the diagnosis and treatment of
psychiatric and substance abuse disorders. From a systems perspective, we know
that undetected and untreated behavioral healthcare problems can eventually lead to
adverse outcomes and high cost medical utilization that might have been prevented
(23, 24).

An ideal comprehensive healthcare system would provide multiple entry points for
treatment, including direct access through self-referrals as is offered by managed
behavioral health plans. If a patient had behavioral healthcare problems, it might be
more efficient and effective to offer direct self-referral to psychiatrists and
psychologists as primary care providers for these types of problems. These -
specialized behavioral healthcare providers would be expected to have adequate
training in the detection and treatment of more medically-based problems, and know
when to refer to medical specialists. They would be responsible for behavioral
healthcare promotion, as well as for treatment of mental illness.

In organizations where this is not possible, and where physicians are gatekeepers,
they should be well-trained in the diagnosis and treatment of behavioral healthcare
disorders. They should aiso be well-informed regarding when and to whom to refer
patients with these types of disorders.

Population-Based Behavioral Health Status Improvement

Behavioral health systems planners face the challenge of creating incentives and
policies that redirect providers from treating mental illness to producing mental
health. If long-term capitation arrangements become the primary mechanism for
funding healthcare services, then organizations may have economic incentives to
improve the behavioral health status of the populations they cover. As mentioned
earlier in this report, an effective way to control costs and improve population
behavioral health status is to reduce the demand for services by reducing the
incidence of acute episodes of illness. '

As the behavioral healthcare industry consolidates, and the populations that plans
cover grow in size, the importance of behavioral health promotion may grow.
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healthcare disorders. These are important policy issues that are not insurmountable,
but must be addressed.

Computerization and other Technologies to Enhance Patient-Focused Care

Computer modeling and interactive software are enabling corporations in many
industries to mass produce reliable, high-quality products and services_that are also

The implications for behavioral healthcare services are extraordinary, and are 6nly
beginning to be explored.

Patients in rural areas or who otherwise have difficulty going to a treatment facility
will be able to access treatment from highly qualified experts hundreds of miles
away through videophone. Prospective patients needing preliminary advice for
minor medical problems or illness prevention will first consult the medical advice
software program in their home computer. Those patients needing reminders for
when to perform specific daily tasks, such as taking medications, wiil have the
assistance of pocket-sized computers with voice technology. Direct mail
communications and interactive computer bulletin boards are helping patients
manage life with behavioral health conditions.

Providers will have vastly improved access to expert information for clinical
decision-making. They will have instance access to treatment recommendatons for
specific disorders based on the most updated research findings, simply by clicking
their computer's mouse. They will be able to consult when necessary with
international experts through videophone, and will share relevant patient data
through electronic transmission.

All managed care functions, including the integration of criteria-based decision-
making, will involve sophisticated computer models. This will enable delivery
systems and other companies with managed care functions to efficiently standardize
their basic service lines and quality controls, and also to inexpensively customize
them in response to specific account requests. Computerization of many managed
care functions will also enable turnkey operations to be more quickly and easily
established in diverse rural and urban areas, with the expectation that local presence
will heighten customer responsiveness. Furthermore, the replacement of paper with
electronic data interchange will make distances between managed care companies,
providers, and behavioral health care purchasers less important.

The potential of this "virtual® managed care and delivery system is immense.
Private sector managed behavioral healthcare firms and delivery systems are

implementing many of the above-mentioned products and services at this time.
Health systems planners need to anticipate the implications of computerization for
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Potential Short-Term Alternative Future Scenarios

During its brief history, the managed behavioral carve-out industry has emerged from
humble origins to become a multi-billion dollar multi-natonal industry that has been
characterized by dramatic innovations which have resulted in improved accessibility,
quality, and cost effectiveness of mental health and addiction treatment benefits and
services.

This impressive growth trajectory has been largely attributable to the interest of self-insured
employers in eariched but managed EAP-behavioral-substance abuse benefit programs.

Due to their ERISA exemption, these large employers were able to carve out their
behavioral benefit packages and channel all employees to the program provided by their
selected carve out vendor. These employers also provided adequate funding for the carve-
out vendors to innovate and evaluate - often up to $15 per employee per month - 2
significant savings over previous unmanaged behavioral benefit costs.

This situation has changed, and managed behavioral heaith plans must now present
themselves to a different customer base that includes state Medicaid programs, health
purchasing cooperatives, regional business coalitions, carrier-owned health plans, regional
and national HMOs, and regional integrated delivery systems. This changing customer base
is driven in part by a renewed interest by employers in comprehensive health care
programs, which may result in more employee freedom of choice between a limited
number of plans, rather than the behavioral carve-out and channeling model of the last
decade. It is also driven by reform in the small group market, by the privatization of
Medicaid behavioral health services, and by the entry of insurers into the provider segment
of the healthcare enterprise. Capitation and intense price pressure is resulting in a free fall
in funding for managed behavioral healthcare, to the point that some low-end plans are
being sold for $2.50 per member per month.

As a consequence of these dramatic changes, and in light of stalled healthcare reform
efforts at the Federal level, the short-term future of the managed behavioral healthcare
industry is uncertain, This short term future is contingent to a certain extent upon the
evolution of healthcare reform initiatives at the state and federal level, as well as market
reforms now under way around the country. This concluding section outlines possible
alternative future scenarios for the industry.

A. Industry Consolidation and Domination
Downward price pressure confers competitive advantage on larger organizations that
can benefit from economies of scale. Asa result, there has been significant

consolidation of the managed behavioral healthcare industry in the last three years.
Some analysts believe that the managed behavioral healthcare industry will continue
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healthcare industry is, in effect, owned and operated by the Amencan
insurance industry.

Large insurers are increasingly moving away from their origins in
underwriting risk and paying claims, and into the business of direct
healthcare delivery. As a result, insurers are building or purchasing deliver,
system capacity in most major metropolitan markets. As this trend
continues, behavioral MCOs are "backwards integrating” into their parent
health plans. This new “carve-in* model is resulting in new roles for
behavioral MCOs to manage the behavioral services for proto-Accountable
Health Plans (AHPs) and comprehensive organized systems of care.

Consequently, behavioral MCO domination by the insurance industry is a
likely short-term industry evolution pathway which is likely to grow rapidly,
resulting in a shift from a “carve out” focus to a "carve in” model in whick
the managed behavioral subsidiaries serve the health plans and delivery
systems owned and operated by their parent companies. The evolution of
this scenario which will be influenced by the role that these insurers have 12
reformed healthcare systems.

Managed Behavioral Healthcare Relations with Health Purchasing Alliances

Health purchasing alliances continue to emerge in many states, either in the form of
employer purchasing coalitions or state-mandated agencies. These purchasing
cooperatives, coalitions or alliances may have a significant impact on managed
behavioral healthcare services in the short term to the extent that they continue to
grow. Health purchasing alliances or cooperatives tend to specify a basic benefit
package (or perhaps a basic and enriched package), and purchase from a limited set
of authorized or certified health plans. While there iz significant variaton betwezn
alliances, these core functions are shared.

Behavioral healthcare policy analysts can benefit from studying how health
purchasing cooperatives have viewed mental health benefits and services to date.
Some health purchasing alliances (i.e. Florida) have initially tumed to managed
behavioral carve-out vendors, and have purchased “carved out® behavioral programs
directly, as would any large self-insured employer. Other purchasing cooperatives
(i.e. Minnesota business health action group) have specified a basic behavioral
healthcare benefit package to be covered and provided by integrated delivery
systems (Integrated Service Networks, ISNs) that provide behavioral as well as
general medical/surgical care.

Some health purchasing coalitions are structured as an independent, state mandaied
or supported agency (i.e. Tennessee, California). In these environments, behav:oral
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The interest in purchasing comprehensive rather than carved-out health benefits, and
the corresponding growth of AHP-like enlities, poses certain strategic challenges for
the managed behavioral carve-out industry. In order to remain viable within this
environment, some behavioral MCOs may “carve in® and begin to function as the
mental health departments of integrated delivery systems. This type of funcuonal
integration is most likely to happen with carve out firms that are owned by insurance
carriers that are entering the integrated service delivery business. For example,
HAI is becoming the behavioral health services provider for Aetna; MCC
increasingly serves Cigna Health Plans, U.S. Behavioral Health increasingly serves
Travelers/Met Life plans, and so forth.

In other instances, these integrated delivery systems may internalize the functions
performed by managed behavioral carve-out vendors and learn how to provide
managed behavioral benefits and services independent of managed behavioral
healthcare entities. Alternatively, some managed behavioral health plans are
currently discussing cooperative, joint venture, or acquisition arrangements with
direct service providers as an avenue towards integration.

Public-Private Collaboration and Integration

Virtually all federal and state healthcare reform initiatives envision increasing
public/private collaboration, with the integration of public and private behavioral
healthcare systems as a possible long-term objective. As behavioral healthcare
funding streams from Medicaid, Medicare, the Veterans' Administration,
CHAMPUS, and other public payors are redirected to purchase privatized behavioral
healthcare services on a capitated or discounted fee-for-service basis, managed
behavioral healthcare firms are rushing to enter this new market niche.

The results of public-private integration efforts should significantly impact the short
term future of the managed behavioral healthcare industry, resulting in the growth of
privatized service capacity for the severely mentally ill and other publicly financed
populations. States are looking at a variety of avenues towards privatization,
ranging from reliance upon managed behavioral carve-out vendors, reliance on
HMOs and integrated delivery systems that now care for other Medicare and
Medicaid beneficiaries, and the development of internalized capitated managed
behavioral healthcare systems at the county level.

In this regard, health systems planners must grapple with the need to create
safeguards required by the severely mentally ill, and must determine methods to
assure that coverage for “non-medical® social and rehabilitative wraparound services
is included and provided within these privatized systems.
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note how effectively properly aligned markerplace incentves have produced the
social gains attributable to managed behavioral healthcare, and how much nisk ma:
accrue to our society from incentives that reward price at the expense of quality,
efficiency at the expense of effectiveness, responsiveness to consumers at the
expense of responsiveness to customers, and regulation at the expense of
innovation.
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IMPLEMENTATION OF
MANAGED CARE
IN
CHILD WELFARE:
THE LEGAL PERSPECTIVE

SIGNIFICANT LEGAL ISSUES ON
THE FEDERAL LEVEL RELATED
TO CHILD WELFARE:

* PERMANENCY PLANNING

* CATEGORICAL FUNDING

* TITLE IV-E, SOCIAL SECURITY
ACT

PERMANENCY P ANNING

PUBLIC LAW 96-272
ADOPTION ASSISTANCE
AND
CHILD WELFARE ACT of 1980

UNDERSCORES THREE IMPORTANT PRINCIPLES:

* THE PREVENTION OF UNNECESSARY
FOSTER CARE PLACEMENT

* THE REUNFFICATION OF CHILDREN IN
FOSTER CARE WITH THEIR FAMILIES OF
ORIGIN, WHEN POSSIBLE

¢ THE TIMELY ADOPTION OF CHILDREN
UNABLE TO RETURN HOME

PERMANENCY PLANNING
AND
MANAGED CARE PRINCIPLES

It is noteworthy that these priorities are
consistent with the principles of managed care
in that they require the use of the most
appropriate least restrictive setting for the
shortest period of time possible.

Child welfare defines the desired outcome of
this method of management of out-of-home
placement as “permanence” for children in a
family. Permanence implies a lifetime
commitment between that child and family to
stick by one another




CATEGORICAT FUNDING

TO CARRY OUT ITS CHARGE UNDER PUBLIC
LAW 96-272,

CHILD WELFARE RELIES HEAVILY ON A
NUMBER OF DIFFERENT FEDERAL FUNDING
STREAMS, EACH WITH THEIR OWN SET OF
REQUIREMENTS.

THESE FUNDING STREAMS ARE:

*  TITLE IV-E (foster care and adoption)

* TITLE IV-B (child welfare direct services, family
preservation and support)

* TITLE XX (social services block grant)
* TITLE IV-A (emergency assistance)

* TITLE XIX (medicaid)

POOLED FUNDING STRATEGIES:
\ SOLL{ION_TO CATEGORICAI
FUNDING?

TO CREATE FLEXIBLE FUNDING AT THE
SERVICE DELIVERY LEVEL, SOME
STATES HAVE LOOKED TO INNOVATIVE
APPROACHES TO POOL FUNDING.
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TITLE IV-E

OF AlLL OF THE FEDERAL FUNDING
STREAMS, TITLE IV-E POSES THE MOST
SIGNIFICANT ISSUES FOR THE
IMPLEMENTATION OF MANAGED CARE
IN CHILD WELFARE.

THESE REASONS INCLUDE:

* THE ROLE OF THE JUDICIARY

* CLASS ACTION LITIGATION

* LEGAL CUSTODY AND CASE
MANAGEMENT




ROLE OF THE JUDICIARY:
LINDER FEDERAL LAW

THE JUDICIARY ACT AS THE
GATEKEEPER TO THE FOSTER CARE
SYSTEM.

IN ORDER TO ACCESS TITLE IV-E FUNDS,
THERE MUST BE:

* A JUDICIAL DETERMINATION, OR

* A VOLUNTARY PLACEMENT
AGREEMENT (APPROVED BY THE
COURT DEPENDING ON THE
CHILD'S LENGTH OF STAY)

ROLE OF THE JUDICIARY

UNDER STATE LAWS
STATE LAW DETERMINES THE FULL
EXTENT OF THE COURT'S AUTHORITY.

THIS AUTHORITY MAY INCLUDE
APPROVAL OF:

PLACEMENT,
TREATMENT PLANS;

MOVEMENT OF CHILDREN WITHIN
FOSTER CARE;

DISCHARGE FROM FOSTER CARE.

THEREFORE,

THE COURT’'S AUTHORITY MUST BE
CONSIDERED WHEN DESIGNING THE
MANAGED CARE PLAN, ESPECIALLY IN
TERMS OF AT RISK FINANCIAL
ARRANGEMENTS, WHERE THE COURT’S
AUTHORITY SUPERSEDES THE CONTRQIL,
'OF THE ENTITY ASSUMING THE RISK.

COLLABORATION WITH THE JUDICIARY
IS ESSENTIAL.

CLASS ACTION LITIGATION

CURRENTLY, ALITTLE LESS THAN HALF
THE STATES IN THIS COUNTRY ARE
INVOLVED IN CLASS ACTION
LITIGATION REGARDING THE CHILD
WELFARE SYSTEM.

THE MAJORITY OF THESE LAWSUITS
HAVE BEEN RESOLVED THROUGH
CONSENT DECREES THAT SPECIFY THE
REFORMS THAT THE PUBLIC AGENCY
WILL MAKE.

THE COURT GENERALLY RETAINS
JURISDICTION OF THE CASE WHILE THE
PUBLIC AGENCY IS IMPLEMENTING THE
DECREE.




THE LEGAI BASIS QF
CHILD WELFARE LITIGATION

THESE LAWSUITS HAVE BEEN BROUGHT
FOR VIOLATIONS OF:

* FEDERAL STATUTORY LAW, MOST
NOTABLY TITLE IV-E

* CONSTITUTIONAL LAW VIOLATIONS,
SUCH AS DUE PROCESS AND RIGHT
TO SAFETY WHILE IN STATE
CUSTODY

* STATE LAW CLAIMS

SCOPE OF LITIGATION

CLASS ACTION LITIGATION HAS
FOCUSED ON ALL ASPECTS OF CHILD
WELFARE, INCLUDING:

* CHILD PROTECTIVE SERVICES

* PREVENTION SERVICES

* FOSTER CARE SERVICES

* ADOPTION SERVICES

THEREFORE,

THE PUBLIC AGENCY MUST CONSIDER
THE TERMS OF THE CONSENT DECREE
OR OTHER COURT ORDER IN DESIGNING
ITS MANAGED CARE DELIVERY SYSTEM.

THE TERMS OF SUCH AN ORDER MAY
IMPACT OR INTERFERE WITH THE
PUBLIC AGENCY’S ABILITY TO
IMPLEMENT MANAGED CARE.

[F SO, THE PUBLIC AGENCY MAY NEED
TO EITHER CHANGE ITS SYSTEM'S
DESIGN TO REFLECT THE TERMS OF THE
ORDER OR SEEK A MODIFICATION OF
THEM.

LEGAL CUSTODY
AND
CASE MANAGEMENT

THE TRANSITION TO A MANAGED CARE
SERVICE DELIVERY SYSTEM REQUIRES
PUBLIC AGENCIES TO REASSESS THE
VIABILITY OF THEIR TRADITIONAL
ROLES AND AREAS OF RESPONSIBILITY
UNDER THE NEW SYSTEM.

THESE NEW ROLES AND
RESPONSIBILITIES MUST BE CLEARLY
DELINEATED IN THE MANAGED CARE
PLAN.

A PARTICULAR ISSUE THAT STATES
HAVE STRUGGLED WITH IS THEIR ROLE
AS CASE MANAGER FOR CHILDREN IN
THEIR CARE AND CUSTODY.




SECTION 472(a)(2)

STATES ARE RESPONSIBLE FOR THE
PLACEMENT AND CARE OF CHILDREN IN
THE LEGAL CUSTODY OF THE PUBLIC
AGENCY.

THIS PROVISION, AS WELL AS STATE
LAW, HAS CAUSED SOME STATES TO
QUESTION THE EXTENT TO WHICH THEY
MUST RETAIN CASE MANAGEMENT
RESPONSIBILITY.

EVEN IF A STATE WERE TO DECIDE
THAT IT WAS APPROPRIATE TO
CONTRACT OUT THIS FUNCTION, UNDER
FEDERAL LAW THE STATE WOULD STILL
BE HELD ACCOUNTABLE FOR THE
CONTRACT AGENT’S ACTS.

HOW DOES THIS RELATE TQ AT
RISK CONTRACTING?

THIS SCENARIO MAY SUGGEST THAT IT
IS ONLY LEGALLY POSSIBLE FOR
STATES TO CONSTRUCT SHARED RISK
RATHER THAN FULLY AT-RISK
ARRANGEMENTS WITH MANAGED CARE
ENTITIES.

SO WHAT DOES THIS ALL MEAN?

IT MEANS THAT:

PUBLIC AGENCIES MUST CAREFULLY
CONSIDER AND ADDRESS EACH OF
THESE ISSUES IN THEIR MANAGED CARE
PLAN AS WELL AS OTHERS NOT
DISCUSSED HERE TODAY.

ALTHOUGH THESE LEGAL ISSUES
GENERALLY DO NOT POSE AN
ABSOLUTE BARRIER TO THE
IMPLEMENTATION OF MANAGED CARE
IN CHILD WELFARE, THEY WILL SURELY
IMPACT THE SYSTEM’S DESIGN.
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INTRODUCTION

Risk provokes anxiety but it also provides
opportunity. Policy officials will find it
challenging to design and implement practical
and effective nisk-sharing arrangements within
publicly-funded, integrated systems of care for
children and families. However, this is an
opportunity to build administrative and service-
delivery structures that can have a positive effect
on both the process of delivering services and on
the outcome of the services that are provided.
This may be accomplished if and only if all
stakeholders have incentives to take reasonable
risks and mechanisms are in place o prevent
unreasonable loss. In successful systems, risk is
shared, rather than shifted from one stakeholder
1o another.

This paper reviews risk and risk-sharing as they
apply to managed care approaches and systems.
Examples have been drawn from the arena of
physical and mental health, since that has been
the major testing ground for managed care. As
other human service systems begin 10 incorpo-
rate the techniques of managed care, risk
becomes an important issue for the design of
their policies and programs. Therefore, risk-
sharing mechanisms, techniques for risk
evaluation, and risk-reduction strategies are
discussed in relation to their applicability to
systems serving children and families.

While risk-sharing bas the potential to improve
the flexibility and efficiency of services o
families and children, it can also be the source of
major problems if undertaken by naive payers
or providers. If a payer passes on t0o much risk
to providers who are not managerially prepared
to handle it, the providers could fail financially,
leaving the system in disarray. For a risk-
sharing arrangement to be successful there must
be a sufficienty large population of eligible
lives, a well integrated service delivery network,
and a considerable investment in clinical and
administrative systems for managing the
necessary care.

The appropriate allocation of risk requires that
we understand it and determine how we can best
minimize the uncertainty involved in estimating
or projecting risk levels. This paper is intended
to provide policy officials with a common
framework of language and concepts on which
to base their deliberations.

The paper is divided into several sections. The
first, entitled Framing the Discussion: Terms
and Concepts, provides some basic definitions

and descriptions of the technical material. The
reader should be able to use this section to
answer certain questions: Who has a stake in
sharing risk? What do we mean by risk, and
what incentives can be used to encourage the
sharing of risk? What mechanisms have been
used in allocating risk among the various
stakeholders in health and mental health
systems? How can these and other mechanisms
be applied to broader human service systems?

A brief overview of Some Determinants of Risk
makes up the next section. Risk estimates are
calculated by considering a variety of factors.
The more precisely each factor can be
delineated, the more likely it is that the risk
estimate will be correct. Client factors, service
cost factors, and plan factors are discussed. We
would want to know some specific characteristics
of the people who are potential users of service.
Once we have determined who might become a
client, we must try to determine which services
(and how much of each service) the client is
likely 1o use. It is also important to identify the
cost of providing each unit of service, and that
issue is discussed. Then we tum to the services
and service systems themselves. Risk estimates
require that we look at benefit plans in terms of
what they will provide and who will be allowed
or required to receive the benefits. Factors
related to membership and earollment are also
included in this section.

This is followed by a section that looks at Some
Methods for Estimating Risk. The actuarial
method and the prospective modeling method
are presented and discussed.

Some Contractual Provisions that Influence
Risk are outlined next. These include various
contractual features that can be used to mitigate
risks. Rate adjustments, time limits, and the use
of various loss-limiting conditions are discussed.
Statistical techniques known as risk-adjustment
mechanisms are beyond the scope of this paper,
although planners will want to understand those
mechanisms, also.

Finally, Three Methods for Reducing Costs are
preseated. Not all factors that have an impact on
risk are easily amenable to change. However,
many can be moved in a positive direction. For
example, a prevention program may reduce the
number of members with need for a more costy
treatment program, a community-based
treatment may be substituted for an institutional
placement, and managers can take steps to
reduce the direct and indirect expenses that
make up the cost of a unit of care.
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FRAMING THE DISCUSSION:
TERMS AND CONCEPTS

Stakeholders

When risk-sharing systems are designed in the
heaith arena, it is often assumed that financial
nisks or cost-sharing may be distributed in some
fashion among five stakeholders:

* the employee/dependents, or eligible user of
services, (e.g., sharing costs through payroll
deductions to help pay the premium);

* the employer or government (taxpayer) that
pays all or most of the premium,;

* the insurer, or in recent years the managed
care organization (MCO), that sets up and
runs the system of services and accepts some
or all of the risk if use and costs exceed the
premium;

* the patient or actual user of services (e.g.,
sharing costs through copayments and
deductibles; at risk for needing scrvices not
covered by plan);

* the provider of services (e.g., discounted
fees, global fees, case rates).

In broader human service systems, the eligible
recipients and actual users often have low
incomes and are not in a position to pay
premiums, make copayments and deductibles, or
purchase services beyond those offered by the
"Plan." Thus, they would not fit into this model
of financial risk-sharing, although they might be
at risk for underservice.

Financial vs. Nonfinancial Risks

This review is primarily concerned with financial
forms of risk, although other, nonfinancial
forms of risk can and do occur.

Nonfinancial risks (the risk of a good or bad
outcome for a client receiving educational or
juvenile justice services, for exampie) are not
easy 10 describe in measurable terms. Those that
can be measured often occur over a longer time
frame than that of the relevant payers and
providers, who commonly deal with single-year
budgets and contracts. In addition, good or
poor outcomes tend to be multicausal and derive
from a mix of services larger than those within
the purview of any single categorical agency or
contract. Therefore, nonfinancial risk is rarely
taken into account in any explicit fashion during

the design or implementation of risk-sharing
mechanisms.

Nonetheless, note that nonfinancial risks can be
converted o financial measures. The risk of 3
good or bad outcome for a patient can be
subsumed under the broad definition of
financial risk if the risk for the cost of care is
spread out over a sufficiently long time perod
and a sufficiently broad set of services. With a
long time frame and responsibility for a wide
range of services, a bad outcome will transiate
into the need to provide still more services.
Good outcomes will transiate into a lower
percertage of eligible persons showing up to
demand needed services.

Financial Risks are somewhat easier to
conceptualize and measure. Financial risk may
be defined as the rotal cost of providing a
defined scope of services to a defined population
of potential users over a defined time period.

We will utilize the term "total risk" and define it
as equivalent to "total cost” (over population,
time, and scope of services), arriving at the
following very useful formulation:

Total Risk = (Number of Users/1000) x
.(Units per User) x (Price per Unit)

It is a challenge to measure these three
components of risk, but they can indeed be
measured. That assumption should be kept in
mind when reviewing the concept of distributing
or sharing Total Risk among various
stakeholders. It is also a challenge when the
population in need may be at high risk for poor
heaith yet low utilizers of healthcare services in
the past. In these cases the historical data used
lo estimate future risks could provide mislead-
ingly low estimates unless previous underservice
is explicitly considered.

Incentives

Incentives are powerful determinants of
behavior. Behavior may change in response to
the fear of a penalty or the hope of a reward. As
the state distributes risks, it must also distribute
rewards in some approximately proportional
measure or the systems will not stay in balance.
When the total amount is finite, the more that is
held by one group of stakeholders, the less will
be held by others. If one group has all the risks
and the other group has all the rewards, the
system will be marked by gaming, over-control,
and higher-than-necessary costs. Therefore, in
order to maintain proportionality, as we
distribute more risks to one set of stakeholders,

L
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we must be willing also to reallocate the possible
share of total rewards.

Financial Rewards: If we measure financial risk
as equivalent to cost, we must also keep in mind
its inverse, namely financial reward. While many
stakeholders in health and human service
systems have incentives that transcend financial
rewards, we would be naive to assume that
financial savings and financial rewards are not
important motivators for behavior change.

Control over Resources: To the extent that the
state wishes to have nongovernment agencies
assume greater risk for costs, it must consider
relinquishing some degree of control over the
management of available resources. Assumption
of control over resource management is
generally correlated with assumption of risk and
the concomitant opportunity for reward.

Utilization Risks and Price Risks

At least two distinctive types of risks are shared
or spread around. One can be called the risk for
utdization, while the other is the risk for cost or
price. Each must be addressed separately. Their
interactions must also be examined, since the
combined effects may be larger than the effects
of the individual factors. Levels of risk are
estimated based on the probability that certain
things will or will not happen. Actual service use
and actual costs will vary, and the greater the
variation, the greater the risks.

Risk for utilization: This includes two distinct
kinds of uncertainties or unknowns. The first
asks how many persons will use care (i.e., how
many “eligibles” will become “clients”) The
second asks how much care each client will use.

Estimates of the probability of a person using at
least one service (i.e., becoming a client) are
calculated on the basis of a carefully defined
population of persons. The number and
amount of services each person will use must
also be estimated. The broader the scope of
services, the more difficult it becomes to estimate
the probabilities of the many different service
utilization patterns, or combinations. Even
services that providers want all eligible
beneticiaries to use will rarely reach 100 percent
usage. For example, despite efforts of HMOs to
assure that all children receive full immunization
by age two, many factors can intervene,
including poor family compliance, 10 hold the
level to 80-90 percent at best. Treatment
compliance is a major challenge in all service
delivery systems, but emerges as a greater
concern for providers who share risk and have

gresier potential for losses arising from poor
compliance.

Risk for cost or price: This speaks to
uncertainty about what a unit of service will cost.
It is often easier to estimate cost or price than
utilization, since providers usually have better
records about and more control over costs. Note
that cost and price are not the same thing. The
provider’s cost describes actual cost (e.g., salary
+ phone + rent). The providers charge (price) is
likely to exceed the provider's cost. That price
becomes the payer's cost

Any plan to undertake risk-sharing arrange-
ments must be based on a sound unit-costing
accounting process based on standardized
definitions of services and methods of counting
service units. [t should not come as a surprise
that many providers do not undertake rigorous
unit-cost accounting and therefore have little
idea of what it really costs to provide different
types of services. For years many providers may
have shifted revenues and expenses among a
wide range of alternative funding sources in
order to comply with multipie and conflicting
payment rules and regulations. For example,
charitable donations may be used to offset losses
due to public sector payments that are far below
real costs.

Furthermore, in accounting for the cost of a
service unit, seldom are all costs recognized
(e.g., depreciation, volunteer time). Further
distortions may be introduced by reimbursement
schemes that pay for only some types of services
but not others, leading providers 1o allocate
more overhead than appropriate to programs
providing reimbursable services. Or, deficit-
reimbursement-based contracts may have
weakened the incentives and abilities of
providers to bill for some services that may be
reimbursable from other sources. In the final
analysis, payers and providers must agree on a
level of realistic and measurable costs, based on
sound methods of accounting for all revenues
and expenses and for allocating all overhead and
administrative expenses to direct service units.

Variation: The variation that occurs in both
cost and utilization in health and human service
systems must not be forgotten in allocating risk.
An important source of variation results from
standards that require unique or customized
services for individual users. The more
customized features that are required and
provided, the higher the cost of the overall
system. This fact has been addressed in health
care systems by trying to reduce treatment
variations that are based on providers’ or
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patients’ preferences rather than their demon-
strated effects on treatment outcomes. Increased
sensitivity to subpopulation characteristics also
means increased variation and its consequences,
increased service costs. For example, if direct
service providers must be multi-lingual, or if
they must support muitiple access points in a
neighborhood, then costs will be greater.

Standards for defining services and programs
are essential to estimating risks, since risk implies
potential variation from an expected average and
is inherently based on the ability to count, and
measure service events and service costs.
Standards for treating different types of
problems are also essential for the provider to
manage risk successfully. The fact that each
family and child is unique does not mean that
each intervention must be idiosyncratic. Initial
resistance to treatment guidelines in managed
health care systems has largely given way to
widespread acceptance as a method for
improving the quality of care and reducing
unnecessary costs.

In a competitive environment, a provider hopes
that responding to customer concerns will lead
to retention of the customer. Further, more
responsive customer service may increase
treatment compliance, perhaps yielding better
outcomes in the long run. This argument breaks
down in the public sector if consumer choice
and provider competition are limited, and if
customer-responsiveness does not show results
within a short time frame.

Provider Reimbursement Mechanisms

Managed care does not imply any particular
method of reimbursing providers for their
services, and a considerable variety of methods is
used. Overall, payers use reimbursement
mechanisms to encourage providers to consider
effective alternatives to costy forms of care, and
to encourage them to use innovative and cost-
etfective clinical practices. These are expected
to reduce utilization by improving treatment
planning and implementation. Access to care,
quality of care, and member satisfaction should
be maintained or improved. In other words,
distributing risk goes beyond cost control to
serve as a mechanism for promoting quality. We
will discuss the types of provider reimbursement
and show how the degree or extent of risk
(whether for utilization, price, or both) can be
adjusted by modifying the unir on which the risk
is based.

If the time frame is suitably long, risk does have
great potential to promote quality. For example,

cuiting back on service content to offer a
“discount”(e.g., providing special education
without comprehensive health education) may
lead to increased problems and service costs
(e.g., teen pregnancy, HIV, STD episodes). A
provider who is responsible over time for all
outcomes under a case or capitation rate will
think carefully how and where to cut back on
services. However, risk-based reimbursement
methods disrupt the traditional alignment of
provider with client. Therefore, as we design
risk-sharing methods for providers, we must
invent countervailing mechanisms to maintain
and strengthen an alignment between the clieat
and the provider.

Rungs of the Risk Ladder

Figure 1 illustrates the "risk ladder,” the
continuum of payer and provider risk-sharing.
The provider's risk increases with each step up
the ladder; the state's increases with each step
down. Both parties stand o gain when they find
a point on this continuum where both feel
comfortable with the balance of risk. In heaith
care, other stakeholders would also participate in
assuming risk (e.g., eligible employees or
patients and their families). State officials may
want 1o consider identifying ways in which
families using broad service systems might share
the risk of utilizing care.

We will look at the reimbursement mechanisms
as rungs of a risk ladder on which the provider’s
risk goes up as the payer's risk goes down. On
the ground at the foot of the ladder, providers
would have been reimbursed either for the fuil
amount of the fees they set (i.c., fee for service,
or FFS) or for their cost of providing the service
plus an amount representing profit (i.e., cost
plus). The rungs of the risk ladder address
methods for allocating risk that range from
negotiating discounted fees per unit of service or
for a “globally defined package of services,” to
paying case rates on a per patient basis, 0
prepaying monthly capitation rates, to payiag a
percentage of the collected premium.

* Discounts Off Normal Charges

On the lowest rung of the ladder, providers are
asked to give the state a discount off their
normal fees for a given service unit. The unit
may be a day of inpatient care or an hour of
therapy. In exchange, the provider expects an
increased flow of client referrals. Tkte provider
is at risk only for the cost incurred in the process
of providing the unit of service. Success will
depend on how much of the unit cost is made up
of fixed vs. variable components (discussed

]
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Figure 1
Progression of Provider’s Risks

“usual and customary” rate
(c.g., Up to 80 percent of
U&C)

Degree of Provider’s Type of Reimburse- Unit of Risk Nature of Risk;
Risk : ment Uncertainty
Lowest Risk Fee-For-Service: paid at The service unit; The cost of producing the

procedure; wisit; day, etc.

unit of service is above
the Xth percentile paid by
most jinsurcrs

Discounted Fixed Fee per | Each discrete type of The above risk plus -

discrete Unit of Service service unit vanation in the variable
component of the cost of
producing each unit

Discounted Global Fee Global package of discrete | All of the above risks plus

services bundied into one
price

- vanation in the number
and types of discrete units
consumed by each patient
given the global package.

Case Rate

Each patient identified as
an instance of that case

All of the above risks plus
- vanation in the number
and types of services
consumed by each patient

Capitation

Each enrolled member

All of the above risks plus
- variation in the number
of members who become
patients

Highest Risk Percent of Premium

below as determur ints of risk) and how well the
provider manages costs so that they do not
exceed the negotiated fee.

While the provider's level of risk is low, the state
is at greatest risk here because it pays more when
numbers of eligible persons, numbers of persons
who utilize service, or amounts of service used
by each person go up. The state may seek
deeper discounts from providers or may own
and operate its own programs. However, the
state remains at risk for utilization and price and,
often, the state’s unit costs may exceed those of
the private sector.

* Fixed Fees per Service Unit and
Global Fees

When payers learned that providers might

increase their “normal charges” to minimize
the cost-savings from discounts, they began to
ask providers to take the next step up the risk

Each contract sold

All of the above plus all
operaling expenses

e __________

ladder. This type of reimbursement is called
fixed fee per specific service uni, and the fee is
-set at a level below the prevailing average fee
and fixed over all the payer’s clients who are

provided that unit.

A variation is to “bundle” formerly small,
discrete service units into larger “global service
units.” For example, a hospital may have billed
at a discounted fee for each service received by a
patient each day in the hospital (e.g., group
therapy, medication, laboratory and diagnostic
tests). Each day’s charges would vary directly in
proportion to each individual patient’s
consumption of specific services. The payer
might then negotiate a global per diem rate,
based on the average of all individual services
billed on a daily basis for a large number of
patients. This arrangement puts the hospital at
risk for variations among patients in the number
and type of services they need each day, as well
as variations across days in the services needed
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by any single patient. However, the hospital is
not at risk for additional days of care, the
patient’s total length of stay.

The provider’s risk, of course, is still limited to
managing the cost of services at a level below the
negotiated fee, and negotiating a fixed fee that
takes into account any increase in variable costs
due to the increase in patient volume. With
global fixed fees, the provider is at risk for
variations within and among patients on any
given day, but not at risk for the underlying rate
of patients/1000 in the population. The state as
a payer still bears the risk for the underlying use
rate and the average units per user.

In child weifare some providers have compensat-
ed for “discounts” by diversifying funding for
a unit of service, e.g. recouping for educational
therapy separately from board and maintenance
during a residential treatment center episode.
Additionally they may “rob Peter to pay Paul”
and charge managed care commercial
companies higher rates for a bed than they
charge a state.

* Case Rates

A case rate is a {ixed fee per patient, per
trearment episode, usually based on some
diagnosis or the assignment of the patient to a
given type of reatment. For example, a
provider may be paid $900 for every depressed
patient referred for an episode of treatment (i.e.,
outpatient psychotherapy). The provider then
determ:nes the number and type of therapy
sessions provided to each patient.

When a case rate is paid for conditions that have
time-limited, acute episodes, the provider
assumes no risk for the underlying rate of
patients/1000 lives in the populations, nor for
the number of treatment episodes a patient may
need within a year. The provider is at risk,
however, for the variation across patients in the
average level of service needs per treatment
episode, as well as for the underlying cost of the
services provided. In other words, the case rate
carries with it all the risks (and potential rewards)
of fixed fees and global fees, plus risks (and
possible rewards) for differences across
individuals (i.e., cases) in total service units (e.g.,
days, visits, medications) each case receives
during an episode of treatment.

One variation on case rate reimbursement is to
define the treatment episode as a fixed time
period, usually a year for individuals with a
chronic condition. An example of an annual-
ized case rate is $20,000 per child with serious

i

emciional disturbance (SED) who is referred
Into a comprehensive service network. The
network provider is paid a fixed amount per
defined service user per defined time period. In
addition to all the risks noted earlier (such as
variations in nced per day or per active treatment
episode), the network is at risk for variations in
the number of times during the defined time
period when the child's condition may become
exacerbated, requiring more intensive and
expensive interventions. In other words, the
network is at risk for variations in the type of
services needed by each defined case. For
example, the Massachuserts Comonworks RFP
proposed $4,000 per month or $48,000 annuaily
for a child in care. The going rate is $40-
80,000/year for a residential treatment center.
There are many case rate experiments in child
welfare, such as Commonworks, Home
Rebuilders, and Connections.

The state as payer can reduce its risk for the
high degree of variation resuiting from the use
of many high cost services provided to ciildren
if it can establish a reasonable case rate over a
sufficiently large number of children. A
provider with a case rate, a sufficient volume,
and a multi-year contract has an incentive to
find the lowest cost service that will achieve the
desired outcomes.

* Capitation

Capitation rates are based on the total number of
persons who are eligible to receive services, but
may or may not use a service. The provider
receives a fixed payment in advance for all
persons covered by the arrangement. These
people are usually referred to as “members” of
the “Plan” who are “eligible” to receive that
provider’s services and who choose to enroll

-with that particular provider, whether or not they

ever become active patients or clients. Usually,
members enroll with a given provider for a
month. The provider usually competes with
other providers for the share or percentage of
total members enrolled.

In capitation, the state has its lowest level of risk.
The provider is at risk for the cost per service
unit, the number of services used per patient per
episode, and the total number of persons who
become active patieats (i.e., the rate of
patients/1000 members or per the underlying
level of illness in the population). The
provider's increased level of risk is accompanied
by an increased potential for reward. The
provider will be paid for many persons who
never use services, presumably because they are
healthy. Over a long term time period, the smart
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provider would try to increase the percentage of
heaithy enrollees who will never seek care.

The extent of capitation may vary, ranging from
partial to full. In full capitation, the provider is
at risk for all services defined by the Benefit
Plan or scope of contracted services. Partial
capitation refers 1o instances where the provider
is at risk for only some services, such as
outpatient, and is not liable for others, such as
inpatient or residential. Sometimes, partial
capitation refers 10 circumstances where only
some special subset of a population is the
responsibility of the provider. These arrange-
ments are also referred to as “carveout”
models.

¢  Percent of Premium

At the highest rung of the risk ladder, the
provider accepts as payment a percentage of the
premium collected for each member. The
premium revenue would be expected to cover
both administrative and treatment expenses, with
the remainder serving as the provider's "profit."

The provider’s revenues would respond directly
to changes in membership and premiums. In
some ways, it is as if the provider were a
shareholder in the Plan, with incentives directly
related to growth and profitability. The provider
has incentive o increase the Plan's healthy
membership so that utilization rates do not grow
proportionately to membership growth. If price
competition leads to premium reductions, the
provider would experience a direct reduction in
revenues, but this would likely occur under other
reimbursement schema, also.

Percent of premium payment schemes are
relatively rare and are unlikely to be an option
for children’s service systems. The equivalent to
percent of premium in a state-funded system
would be a circumstance where the provider
receives a perceat of tax dollars collected.

* Additional Rungs

The risk ladder was developed with health care
in mind. Levels of risk have additional
implications whea recipients of service have
high-cost, low-incident disorders such as those
experienced by children and adolescents with
serious emotional disturbances or severe
problems in their family environment. In going
at risk for such conditions, the provider can be
100 percent certain that the identified “mem-
ber” (every eligible person) will indeed be a
user of services. In other words, there is no
potential reward for the provider in case rate

reimbursement, which is based on the number of
“users per 1000 covered lives.” The providers
only opportunities for financial improvement
when accepting risks for chronic conditions are
in changing the mix of services and the volume
of each service type. Therefore, state officials
will wish to consider using a number of
additional mechanisms for adjusting the balance
of risk between the state and the provider.

One such mechanism is the pooling and
redistribution of risk. Various types of
riskpools can be created to spread risk for low- .
incident, high-cost conditions, or to buffer a
risk-bearing provider from a single, catastrophic
cost that is outside the provider’s control.
Figure 2 illustrates how an integrated Child-
Adolescent Service organization might distribute
the total amount of available funds. The figures
in the various boxes are illustrations, not
recommendations. Not all systems wiil use all
features of this design, which are as follows:

* All payer funds are pooled.

* Some funds are set aside as an aggregate
risk pool for use if the total cost of all care
exceeds some targeted amount.

* A cawastrophic risk pool is established for
use when an individual child’s care exceeds
a given amount. (Rules must ensure that
these funds are not used to bail out poorly
performing providers, but are used to pay
for extraordinary care that was beyond a
provider’s control.)

* A provider’s bonus fund sets money aside to
reward providers who achieve certain
performance goals established at the
beginning of a stated period (usually a
year). The goals might be different for
different providers, but the bonus should be
in proportion to a provider's contribution to
overall sysiem performance. The bonus
fund may also serve as reserve money o be
tapped if both the other risk pools are
depleted.

Bonus poois should be set at a fairly narrow
range of 3-5 percent of total service dollars.
The design of the bonus system must carefully
consider and balance incentives against the risk
that providers will engage in behaviors that are
not in the best interests of clients, in order to
maximize the bonus. For example, incentives
tied to a reduction in the volume of services
required per episode of care could be tied also
to penalties if there is an increase in the number

=
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Figure 2

An Illustration of a Premium Allocation Formula
and Risk Distribution System
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of clients who reappear for services (i.e.,
increased recidivism).

Figure 2 does not illustrate how the dollars
might be paid, but there are many possibie
combinations that might be considered, based on
a system's particuiar characteristics. For
example, a Community Systems Board could
accept risk on a capitation basis (per member
per month for a large population of children
and adolescents). It could use negotiated fees or
case rates lo pay some providers who only serve
children who are the most seriously disturbed.
Subcapitation could be used for services to
children who are classified as less severely
disturbed. Case rates could also be established
for certain children who are eligible on the basis
of a categorical need (e.g., child welfare).

Another variation on risk distribution within a
service delivery organization is the high-risk
client carveout, which is based on the type of
service (or type of disease) and the severity of
need of a class of clients with a particular disease
or disorder. Specialized service systems that
treat children with SED are an instance of this
design. Under such designs, the capitation rate
would be high, in that it would be aimost certain
that all, or most, enrollees would frequently use
intensive services.

From a stricly statistical perspective, a single
capitation rate may appeal to the primary risk
holder, but it may carry significant downside
risks for the specialty provider who accepts a
subcapitation and the responsibility for the high-
cost patients. For one thing, a risk is always
greater when there is a smaller number of
patients. Smaller groups have greater “variabili-
ty” associated with them, so changes in any one
client can have a significant impact on the
“average” for the group of clients. Conversely,
the larger the group, the lower the variability and
the lower the chances a singie patient can
influence the average.

Secondly, in a high-risk carveout, it is highly
likely that most “eligible members” will use
services. The provider cannot hope that
prevention or other strategies will lower the rate
of users/1000. However, the provider can try to
control the intensity and frequency of each
patient's service utilization, as well as the cost per
service unit.

For example, if government wishes to plan and
implement a capitated, population-based system
for a “population™ defined in terms of known
prior users (e.g. only for known cases of
children and families already using services),

knowledgeablu providers would insist on very
high capitation rates to cover the higher
expected rate of use among a small number of
“enrollees.” Better yet, the provider would ry
to negotiate an adequate case rate, since there is
lite chance of influencing the rate of users
/1000.

SOME DETERMINANTS OF RISK

Estimating risk requires that a variety of factors
be explored and considered. Any of these
factors might be expected to influence the
provision or utilization of care.

Client Factors

Population Characteristics: Many characteris-
tics of a popuiation of potential service users
may affect their service use patterns. Examples
include: the ratio of males o females; poor
housing conditions; race/ethnicity; the number
of each who fall into various age groupings; and
the number who live in single-parent homes,
have low income or education, or lack jobs or
other social supports. When these characteristics
are known, reimbursement systems can be
tailored to ensure that risk levels are addressed
adequately. For example, the capitation rate or
fee might be the same for serving younger
children of either gender, but different fees or
rates might be warranted for serving "high risk"
male and female adolescents. Absencc of
research on risk clusters and causal relationships
between risk attributes and emotional and social
supports make these ratios difficult to explore.

Patterns of Use Among Members in the
Population: The term patterns is meant to
convey a combination of factors that directly
affect financial risks. How many persons will
seek treatment? What kind of treatment will they
seek? Will the treatment be effective or will they
have 10 repeat treatment? If given a choice, will
they go to high-cost or lower-cost providers?
Historical utilization data or data from
secondary sources usually answer these
questions.

The more you know about the patterns of
utilization, the better you can assess and measure
the risks in a given payment scheme (i.e.,
discounted fees, case rates, or capitation). A few
examples of utilization patterns are:

* families who use a lot of episodic emergency
care but nothing else;
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« families and children who overuse
emergency room and inpatient or out-of-
home treatment;

« families with multiple inpatient/out-of-home
episodes but few completed outpatient
treatment episodes, wraparound services, or
intensive case management meetings;

e families who use multiple programs across
systems (e.g., education, courts, mental
heaith), simultancously and repeatedly;

« families who receive and comply with
treatment or servicc plans, and are not seen
again that year; and

+ families who require linguistically tailored
services.

Service Cost Factors

Payers and providers alike have a stake in
ensuring that appropriate attention is paid to the
"cost per unit" of service when risk-sharing
arrangements are negotiated. Accounting
systems use various methods for measuring the
elements that are used in determining the unit
cost for a service within the scope of services
covered by a particular system.

Direct vs. Indirect Costs: Direct costs are the
expenses associated with the time and matenals
directly used or consumed in the process of
providiag a service (e.g., staff salaries, medica-
tion costs, and food or laundry service provided
10 a patient on an inpatient unit). /ndirect costs
are the expenses associated with items that have
10 be in place but are not necessarily directly
used or consumed by the patient or therapist at
the time the service is provided (e.g., administra-
tive overhead units such as medical records or
business office). Cost allocation is the process
ot allocating a fair share of the indirect
“overhead” expenses (cost centers) to the
various direct service programs (revenue
centers).

Fixed vs. Variable Costs: Fixed costs, such as
office rent, do not vary with paticnt volume.
Variable costs are expenses directly associated
with patient volume, such as food. (A third
category sometimes used, “step-variable” costs,
refers to costs that are fixed up to a certain
point. If you expect 1,000 patients and
purchase the minimum lot of 1,000 intake forms
for $300, you will need to purchase another lot
of 1,000 for another $300 if patient volume rises
above your expectation.) The distinction
between fixed and variable costs is critical when

a provider negotiates a discounted fixed fee in
exchange for more referrals (volume). If a large
percentage of the provider's expenses proves 0
}ae variable, the provider may suffer significant
osses.

The cost of delivering a unit of service has
important implications for program design. For
exampile, programs that require considerabie
capital outlays and have relatively high fixed
costs (e.g., inpatient programs) probably would
be unsuitable in full risk systems. There would
be too much temptation to keep them filled up
and too much pressure to cover those fixed
costs, even when the service offered did not meet
the client's need.

Plan Factors

Benefit Plans: Benefit Plans are traditional risk
"management” mechanisms, used by insurers
long before utilization review, case management,
and provider risk-sharing were ever considered
Indeed, a Benefit Plan may be designed to attract
or repel persons who have particular diseases or
social service needs or patterns of service use.
Benefit Plans control risks by setting various
types of “limitations” on such factors as:

 the persons to be covered by the benefit,

+ the number and type of services to be
covered,

» the types of authorized providers (paticats
could choose any “eligible” provider), and

» the amount of money to be paid out by the
insurer and the patient.

In some cases, the eligible recipient may view a
Benefit Plan as entitling him or her to the upper
limits of care, rather than as services that are
only available if deemed necessary. However,
coinsurance and co-paymcnts create financial
disincentives for patients to seek care or
consume many units of care. Providers who
accept a case rate or a capitation payment (o
assume risk for a population may use the Benefit
Plan as a tool for limiting their risk of baving to
provide services that are wanted but not needed
by the patient. Note, though, that when service
recipients are not expected to contribute
financially through deductibles and copayments,
it is particularly important that clinical service
decisions be made through a case management
system that is built on objective treatment
guidelines.
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The Benefit Plan is important, but its relative
importance in evaluating risk, as compared with
such factors as population served and service
continuum, is generally overestimated. In fact,
as one moves up the risk ladder to full
capitation, and moves toward full systems of
care, the role of “covered services” or “levels
of coinsurance” becomes less meaningful.
Most importantly, Benefit Plans can never
anticipate all the idiosyncratic aspects of every
family’s circumstances. In some circumstances,
in facy, a tradinional Benefit Plan that limits units
and types of service would make no sense. For
exampie, every child in a population of children
with SED that is covered under a capitation
contract should be expected to use a consider-
able amount of service. The appropriate
mechanism for addressing the provider's risk is a
“stop-loss” provision, as discussed below under
the heading, Some Contractual Provisions that
Influence Risk

One advantage of managed care arrangements is
that they can cover services not specifically
identified as covered benefits. Self-insured
employers often permit the MCO that adminis-
ters its health plan to “flex the benefit” for an
individual patient under special circumstances.
To avoid creating new "entitlements,"” such
exceptions would be granted informally rather
than written into the Benefit Plan. For providers
who accept full risk through capitation,
flexibility might permit paying for benefits that
were not specifically addressed in the Plan (for
example, child care) but that would promote a
more cost-effective outcome.

The effects of copayments and deductibles are
typically considered in caiculating utilization,
cost, and revenue expected under various Benefit
Plan scenarios. Patient out-of-pocket payments
can increase the provider's revenue under a
negotiated fee-for-service agreement and, as
noted earlier, patients are less likely to use
services when they must pay a portion of the
cost. However, after the maximum out-of-
pocket payment level is reached, the individual
patient has no further financial disincentives to
demanding more service. This tends to mean
that Plans with lower out-of-pocket payment
requirements charge higher premiums in
anticipation of greater medical costs. Note that
copayments and deductibles may not be relevant
for impoverished clients in public service
systems. State officials may want to address this
population by considering other ways to
encourage them to use less service. For
example, in an analagous approach to the recent
change in welfare policy, clients might be
required to "pay” for a unit of service received

with a certain number of hours of volunteer
work.

Risk levels in partial capitation arrangements, or
benefit carveouts, should be evaluated in
relation to the potential effects of the set of
benefits and reimbursement systems at work
within the larger system. For example, if
specialized mental tealth services are carved out
from a larger system of medical services,
physicians who are capitated for primary care
may increase their rate of referrals to the mentai
health provider. This may have a positive effect
on patients needing specialty mental health care,
but it may have a ncgative effect on mental
heaith providers if increased referrals were not
considered in calculating the partial capitation
rate they receive.

An additional concern about partial capitation
programs is that they can provide incentives for
shifting the risk of high cost clients through
inappropriate referrals. For example, a speciaity
provider who is capitated only for outpatient
services might be inclined to increase referrals to
hospitals. If correctional services are not
included in the scope of services, there may be
incentives to have children classified as
delinquents. In general, the more the overall
premium dollar and benefit package is “carved
up and split up” among separate provider
organizations within the same community
serving the same covered population, the more
likely it is that some providers will try to shift
risks to other providers.

Enrollment: Predicting the level of risk in any
service system is heavily dependent on
determining who is to be served in the system.
We have already discussed the importance of
looking at client factors. It is also important to
consider the number of clients who will enroll,
and the process by which earollment is
accomplished.

The overall size of the membership is the
number of persons in the group whose care is to
be managed, which includes those persons who
are likely to become enrolled as members and
utilize care. The greater the size of the
membership, the more predictable the statistical
averages on which case rates and capitation are
based and, therefore, the more reliable the
estimate of risk. Although it may seem
counterintuitive, public sector systems should try
to include as many children and families as
possible in the risk group. The more restricted
the size of the risk population, the more difficult
it will be to implement reasonable risk-reward
arrangements with providers. '

-
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State officials also must pay close attention o
the rules they will set to govern the process by
which eligibie population members are
identified and enrolled. The most important of
these is whether enrollment in the managed care
system will be voluntary or mandatory. In
either case, enrollment is complicated by the
discontinuous nature of Medicaid eligibility.
Voluntary enrollment allows continuity of care
by permitting patients o maintain existing
relationships with out-of-network providers. It
eliminates the need for state Medicaid projects to
seek a waiver from federal freedom of choice
laws. And by allowing disenroliment. it
increases providers' sensitivity to the wishes of
the membership. Unfortunately, voluntary
enroilment may also offer opportunities for
"creaming,” which means attracting or selecting
the "best" or "healthiest" or "most desirable"
members. This strategy may reduce the
individual provider's risk, but it does a disservice
to the people who are not selected and to the
tota] system.

Voluntary enroliment can also create some
significant risks for providers. For example, it
increases the chance of having only a small
group of enrollees over which to spread the
risks. If a provider must participate in recruiting
and enrolling the members, administrative costs
and time will increase. Administrative
complexity may also increase, in relation to
records management and billing processes, if the
provider sees some persons wWho maintain
traditional coverage along with those who
elected managed care. However, the biggest
concern is that voiuntary enroliment processes
can increase the risk of a higher per-person cost
than was estimated when the capitation rate was
set using historical averages. While voluntary
enrollees in an HMO may be seen as less likely
o have illnesses because they have no strong
loyalty to a non-HMO provider, just the opposite
may be true of persons who volunteer to enroll
in a behavioral health carveout plan. A mental
bealth/substance abuse (MH/SA) carveout might
appeal to persons with serious preexisting
problems who have had difficuity in accessing
services, are dissatisfied with existing services, or
have reached their maximum limits of service
under a traditional plan.

The effect of mandatory versus voluntary
enrollment on risk is grounded in the concept of
adverse selection. Adverse selection refers to
any process or circumstance that would result in
a “sicker than usual” number of persons
enroiling in your system. For example, when
poteantial members can choose among several

Benefit Plans, the HMO that advertises the best
MH/SA services (all other things being equal) is
likely 10 attract more members with MH/SA
problems than will an HMO that downplays
these types of services.

Once the system designers and payers decide
that enrollment is mandatory or voluntary, they
must further decide whether to give enroilees a
choice among provider systems. The enroliment
process is exclusive when limited 0 a single
provider system or competitive when there is a
choice of two or more provider systems. An
initial “fair share of the relative risks” spread
among competing systems may be enforced by
assigning memoers 1o a given provider nctwork,
as has been done in some state-sponsored
Medicaid programs. The assignment process
can be random or based on an algorithm to
ensure initially a balanced enrollment of the
various levels of severity among all competing
provider networks.

Auto-assignment must take into consideration
client access, by requiring providers to have at
least minimal services relative o population
locations. It is generally a mechanism to start
out the enrollment process; members can then
transfer 10 other providers based on perfor-
mance or satisfaction. Competition in this sense
does not relate necessarily to high or low
bidders, but simply implies choice. For
examplie, in Tennessee multiple carve-out
vendors may be competing for membership, but
all vendors are paid the same rate per member
per month. The most competitive provider may
not be the lowest cost provider but one with a
smaller profit margin, which chooses to compete
on quality and make money by getting a larger
market share.

When members can choose among competing
provider systems, they will be influeaced by
factors such as ease of access, the provider's
reputation, perceptions of quality, or past
experience with the particular system. Those
who choose a particular provider system may be
bealthier or sicker than the total population of
potential members. The direction of this bias
toward adverse or favorable selection cannot be
specified in advance for ail conditions. Being
selected may be a good or a bad outcome for a
provider, depending on the nature of the risk
arrangement. State planners should weigh the
benefits of competition (e.g., providers who are
more responsive to clients) against the
complexities introduced in estimating a fair
share of the risk among competing providers.
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SOME METHODS FOR ESTIMATING
RISK

Actuarial Approach

One of two basic approaches to developing
estimates of risk, the actuanal approach uses
historical data o predict what will happen in the
future. It relies on retrospective analysis of such
factors as patterns of service utilization and cost
of units of service. The approach is flawed to
the extent that a) the histoncal data may not be
complete and credible and b) the future service
system is almost certain to differ from the one
used in the past

Insurance companies use the term “credibility”
1o refer to the degree of reliance that can be
based on past claims experience in making
forecasts of future experience. Credibility is a
direct function of the size of the group (data set)
from which a sample of data is drawn. The
larger the group’s size, the less variation one
would expect from the overall historical average.
However, if the past system used a style of
payment and service delivery that is very
different from what is being planned for the new
system, the data from the past may have ZERO
credibility regardless of the size of the database.
For example, if past paid claims are used, one
does not know the true unit cost if payments
were based on arbitrary rates or providers billed
{or only certain services in order to “game” the
system.

Prospective Risk Simulation

Because of the limitations of historical data, or
because significant changes in the delivery
system or reimbursement method are being
planned, state payers and providers should
consider using prospective simulation techniques
10 estimate risk.

Statistical modeling, or simulation, is a method
of planning and forecasting that allows the
system designers to be explicit with regard to the
probabilities of given values that can influence
various outcomes. Using computer software,
decision makers can enter any number of critical
“input” variables, “output” variables, and
formulas that define the relationships among
and between inputs and outputs. The program
will provide a model of possible outcomes and
the probability that each will occur. By
changing the size or content of a variable or
formula, the decision-maker can simulate the
probable effects of making such a change.

State officials should note the many berefits of
modeling and simulation. For example, modeis
can:

Make explicit the assumptions underlying
the system design for providing existing
Services or new services, or dropping existing
services, estimating cost-savings, or accepling
financial risks.

Support contract negotiations between
payers and providers around alternative risk-
sharing arrangements.

Estimate savings and reserves that might be
realized through alternative use of resources
or use of alternative treatment paths for
different service consumer groups.

Create a shared vision among designers,
leaders, managers and staff with respect w0
ongoing expectations for administrative and
clinical performance and productivity.

Reinforce a comprehensive view of the entire
product or service organization, by allowing
explicit display and analysis of interdepen-
dencies and continuity across staff, teams, or
work units.

Free program planning and financial
forecasting from the constraints of "the
average patient”, “the average staff” mode
of thinking and incorporate a more realistic
assumption that "variation happens."

Support a philosophy of Continuous Quality
Improvement that suggests that quality is
reflected in the reduction of controllable
variation and matching consumer variations
10 individualized treatment protocols.

Support the planning and analysis of new
programs or services needed in order to
better accept and manage financial risks, by
helping to estimate the Return on Investment
in new programs, services, or patieat/popula-
tion interventions.

Permit conversion of a forecasting or
prediction model into a tracking and
rending model that supports an ongoing
comparison of the assumptions and
predictions made when the system was
planned and implemented, with the acrual
results shown in utilization and cost reports.

N
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SOME CONTRACTUAL PROVISIONS
THAT INFLUENCE RISK

Various methods, called “risk-adjustment
mechanisms,” can be used to level the playing
field prospectively or retrospectively for at-risk
provider systems under situations where
voluntary or mandatory enrollees may choose
among compeling providers. However,
mathematics alone cannot solve all the potential
problems of risk-sharing and other contractual
features may be useful in apportioning risk.

Adjustments in Rates: Historical information
about utilization and financing is often flawed,
and capitation or case rates must be prospective-
ly adjusted prior to negotiating a contract.
However, if the adjustments seem inadequate, the
provider may wish to negotiate contractual
clauses that allow for retrospective adjustments
under certain conditions. For exampie, children
may have been underserved in the past, or past
services may have been inadequately document-
ed. Large numbers of people with mental illness
and substance abuse disorders may have gone
unrecognized or been misdiagnosed because of
poor benefits for MH/SA services. Risk
estimates should incorporate adjustments for the
cost of caring for the people who might come
"out of the woodwork" to use a system that
providcs the services they need. The mecha-
nisms for such adjustments are generally agreed
upon in the contract and then made retrospec-
tively, based upon actual evidence that such
utilization patterns did in fact change from what
history would have [ed one to expect.

Rate adjustments may also be based on inflation
and tied to some formula for inflation of the
cost of services (e.g., the Consumer Price Index
or the Medica! Cost Index). Changes in laws
and regulations that occur after the initial
contract is signed may also lead to rate
adjustments.

Risk-Limiting Mechanisms: Payers are
concerned that the good providers will lose
money and drop out of the market They also
fear that the risk-bearing provider will make
excessive profits at the client’s or payer’s
expense. Therefore, contracts may bave a range
of reimbursement rules, known as risk-reward
corridors, that limit the provider’s downside
risks as well as any upside profits. For example,
a fixed limit may be placed on the percentage of
revenues that a provider can use for administra-
tion and profit, and documentation may be
rcquired to show that the balance was spent on
patient care. (Some would argue that this is not

really risk-reward sharing but a disguised form
of old-fashioned contracting and budgeting,
with only downside risks for the provider.) A
downside risk for the governmeat, axpayers,
and patients is that money is taken out of the
system and therefore out of patient care. A
variation of this allows payer and provider to
share in both savings and risks. Generally, the
more that providers are protected against loss,
the more limited will be their potential for profit.

Risk-reward corridors limit providers' losses to a
percentage of total losses, but do not necessarily
protect providers against catastropkic losses. A
primary function of government is to serve as
the ultimate bearer (and distributor, through tax
policres) of risk when catastrophic everts occur
or poorly insured systems fail to operate
properly. Examples include governmental
responses to wide-scale floods and fire, to local
government defaults, and to collapse of savings
and loans institutions. [n the arena of human
services, 100, the federal and state governments
bear uitimate risk when other risk-sharing
arrangements have failed. Therefore, the state
has a stake in ensuring the success of provider
organizations.

Stop-loss protection is used o protect providers
against catastrophic losses. Oue type of stop-
loss mechanism, the use of risk-sharing pools,
was discussed in conjunction with Figure 2.
These are important for enbancing the providers'
willingness to accept risk and his or her potential
ability 1o continue to participate in a risk-based
system. A risk pool may be in order when
multiple providers serve a limited number of
enrollees, so that no one provider may have a
sufficienuy large pool of covered lives. Payer
and providers may agree to spread some of the
risk for excessive and unpredictable expenses
over all the providers. Funds for the pool are
withheld from each provider's monthly payment
and set aside. They arc used in accordancs with
ruies established for their use. If funds are left
over at the end of the year, they are distributed
to the providers according to an allocation
formula, such as in proportion to each
provider’s average monthly membership.

Other stop-loss mechanisms may include
negotiated agreements between an individual
provider and the payer that place limits on the
provider's level of risk, as well as the indepen-
dent purchase of insurance against catastrophic
loss by an individual provider.

Note that arrangements must consider how to
baiance the interests of the payer and provider
and the client. Since any substantial savings are

|
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likely to come from reduced care as well as
reductions in customer service and/or adminis-
rative overbead, it is important to ask whether
the reductions in cost will come at the expense
of necessary care and/or quality of care. Instead,
savings should be realized through provider
efficiency, improved treatment eifectiveness,
greater patient compliance, and the elimination
of unnecessary or harmful patient care.

Duration of Contract: Most risk calculations
arc based on annual utilization and cost
information. However, relatively greater stability
results from using a longer time frame. It is
both intuitively and statistically true that patterns
of random fluctuations will average out over
longer time periods.

If we think of a contract as a series of monthly
bets, the provider is betting that the average cost
of care each month will be less than the average
monthly payments. If payments were calculated
realistically, it is likely, but not 100 percent
certain. that the average of 12 months of
expeases will not excecd the average of 12
months of payments. However, the provider's
chances of winning are improved if averages are
taken over 24 months, or better yet over 48
months. As the time period is extended, the
provider will gain the experience and skills
needed for consistently profitable operation.

The state as payer may see some advantages to
holding an annual compelition among providers
o secure a new contract. But the payer also
incurs risks and costs in an annual rebidding
process, and if the provider is reasonably
successful in providing quality care within
reasonable costs, there is little advantage to either
provider or payer in costly annual competition.
In addition, a longer-term contract reduces the
risk that a provider will terminate services
unilateraily. Especially in child-serving systems,
it is important to encourage preventive services
and foster long-term treatment relationships
between patient and provider. This requires
consistent investment and long-term commit-
ment by all players.

Covered Populations: Even payers and
providers who are relatively new to risk-sharing
payment agreements understand that risk-
skaring involves uncertainty, and a major source
of uncertainty is directly related to the size of
the population on which risks are being shared.
Public payers (perhaps a group of agencies that
fund services for children) may be starting the
new program with a relatively few identfied
lives. Although they may expect to expand the
size of this group, they would like to have

providers accept some degree of risk. The
provider organizations may be fairly small and
have limited capacity to accept risks over a very
large group of lives or across the full continuum
of services.

When the covered group size is small and very
likely to need considerable service, capitation
efforts raise two concerns: the total level of
revenue is certain to be low, since "per member
per month" revenue is directly related to size;
however, the level of uncertainty about
utilization is very high. Under such circum-
stances the provider may seek a minimum
guarantee of income. If the minimum number
of lives is expected to be fewer than 1,000-2,000,
consideration should be given (o avoiding
capitation and negotiating a sufficient case rate.

Even when a large number of lives is covered. a
given provider may be assigned relatively few of
them. This small panel could resuit from many
factors, such as members' choice of other
providers, or the provider's location in a rural or
sparsely populated area. Contracts may

be adjusted to deal with such circurastances, but
the payer will want to be sure that the low panel
size is not related to mismanagement factors.

THREE METHODS FOR REDUCING
CosTs

A well-designed risk-sharing system witk the
potential to reward all stakeholders must be
designed with an understanding of various
factors that may influence risk. Some of these
factors, such as the underlying level of illness in
a specified population, are difficult to measure

‘or control. Others, such as the services that will

be inciuded in a Benefit Plan or the enrollment
procedures that must be followed, can be
influenced at the policy or program design level.
The single, most important set of factors that can
affect the total level of risk is the provider's
ability to influence and change the hisiorical
pattern of utilization and administrative
processes that have produced the current high
level of costs. However, no one provider is
likely to have sufficient resources to manage a
full continuum of care. Therefore, state officials
should focus on developing systems wherein
multiple providers are included in an integrated
delivery system, sharing risks over multiple
levels of members and services.

Risk-sharing payment mechanisms alone will not
be sufficient o change existing patterns of
utilization and treatment costs, to say nothing of

e -~ -]
The Role of Risk-Sharing Arrangemers /15



Policy Resource Center

administrative practices and waste related to
service system fragmentation. Therefore, once a
provider has assumed a certain level of risk, cost-
control measures can be implemented to limit
the potential for loss or to increase the potential
for reward.

Three main strategies for reducing costs are
addressed in this section. By carefully reviewing
the specific risk factors that go into total cost
and that can be measured and influenced to
change, one can begin to think about the
strategies that would alter historical patterns of
care or improve efficiency. Goals would be to
reduce the rate of users/1000 among members,
to reduce the rate of inappropriate use per user,
and to reduce the cost of providing a unit of
service.

The trick of course, is to achieve these goals
without reducing access when it is needed, and
without reducing quality and other positive
outcomes. First and foremost, it must be stressed
that an integrated, risk-sharing service delivery
system cannot responsibly explore strategies for
reducing risks without concurrently monitoring
quality and outcomes. It is no longer credible to
argue that all steps taken to reduce utilization
will necessarily and inevitably reduce quality.

At the same time, it cannot be assumed that
activities undertaken to cut utilization will not
have an impact on quality and outcomes.
Therefore, measurement of quality and outcome
must go hand-in-band with efforts to reduce
costs by reducing utilization.

Reducing the Rate of Users per 1000
Members

Leaving aside for the moment the many
inappropriate ways to reduce the user rates, the
best strategy is primary and secondary
prevention. Prevention programs can improve
the health status of many members, thus
reducing or eliminating their need to receive
other services. Of course, we may not know how
1o prevent certain disorders (such as some
mental illnesses), so there will always be a
minimum number of individuals whose service
needs will not be reduced through prevention
efforts.

Barriers to effective use of prevention can be
refated to a variety of factors:

* Funds must be available to implement
prevention programs;

* [tis often hard to demonstrate that
preventive interventions are effective;

*  Results may not be achieved within the time
frame of the contract;

* Providers may not benefit from their efforts
lo prevent illoess if voluntary members later
choose to enroll with a different set of
providers.

Only when there is near universal coverage will it
be in the interests of all risk-bearing providers in
the community to invest (collectively or
independently) in a range of prevention
programs. Membership disenrollment and
migration would not be as critical since all the
providers wouid be more likely to share equaily
over time in the positive and negative effects of
such membership migration.

Reducing Inappropriate Use per User

These strategies include: activities designed to
divert patients from unnecessary and expensive
levels of care into positive alternatives;
continuous review of service utilization by
patients within a given level of care to assess
their need for ongoing treatment in that
particular program; and development of
treatment guidelines that offer recommended
treatment protocois and their associated units
and volume of services for specific conditions.

Other actions that will reduce units of service
include those that are designed to prevent reuse,
or repeated use. For example, a case manager
might follow children leaving an inpatient
psychiatric unit to ensure they receive the
outpatient therapy they need to avoid
rehospitalization. Similarly, community-based
relapse-prevention programs may reduce the
need for substance abusers to receive additional

_ detoxification services. When they choose to

focus on the small group of patients who use the
most services, providers have found that
intensive and assertive case management
programs, coupied with incentives for patient
compliance, can be very effective in reducing
the overuse or inappropriate use of services.

Note that all efforts to change historical patterns
of use depend on the availability of effective
additional or alternative services that are
accessible to clients and their families.
Providers relate that utilization of "covered"
services by children with serious or chronic
conditions in the past was greatly influenced by
the presence or absence of additional supportive
or enabling services (such as transportation or
home health assistance). Unfortunately, there is
little statistical information about these out-of-

————
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system services, in terms of either cost and usage
or quality and outcome.

Risk reduction efforts must address the total
array of services that are likely to be needed.

An exampie drawn from the concept of
behavioral heaith "carveouts” in Medicaid
programs shows that people who are seriously
mentally ill and eligible for SSI payments may
have a relatively low historical treatment cost
pattern. This reflects their receipt of out-of-
system benefits, such as subsidized housing and
psycho-social rehabilitation, that made it
possible for them to minimize mental health
treatment. If mental health treatment costs are
shifted to a capitation rate and outside funding
for their housing and support is diminished, the
at-risk provider would certainly be faced with a
much greater financial risk than anticipated.
The provider might address this risk by
requiring a very high capitation or case rate. The
payer might address this by ailowing contractual
adjustments when critical systems are altered by
changes in laws or other policies that are outside
the control of the provider.

To avoid some of the potential for increased
risk, state officials might consider the significant
cost-saving potential inherent in providing for a
larger set of comprehensive aiternative services.
This may require the investment of funds for
developing or purchasing services not already
available. Many factors must be considered in
making such decisions, and a few are substantial-
ly related to the nature of the risk-sharing
arrangement.

* Do the terms of the risk-sharing contract
offer incentives or disincentives for the
investment of capital in new programs (e.g.,
length of contract terms, limits on level of
potential reward through savings)?

* Do the potential savings to be realized in a
given time period offset the cost of the
investmen!? Are subsequent savings and
profits likely to be realized if the contract is
renewed or will the payer attempt to recoup
all the savings from the provider’s
investment?

¢ Is the new alternative one that has a high
ratio of variable costs to fixed costs, so it can
be used only on an as-needed basis?

* Can the development of a new, but high cost,
aiternative immediately allow the total
elimination of a more expensive program?

*  Are there alternatives with low capital start-
up costs and low fixed-operating costs (e.g.,
in-home crisis intervention) which, even if
not 100 percent effective (e.g., reducing
hospital costs), are sufficiently effective to
offset their low investment need?

Reducing Cost per Unit of Care

The provider must be able to measure or
estimate the cost of delivering a unit of service.
The calculations will include the direct expenses
associated with delivering the particular service
and the indirect costs that have been allocated to
delivering that service. Policy officials are weil
advised to be very familiar with how the total
costs were calculated, and what percentage of
those costs were allocated as compared to direct.

When a unit cost is too high to be competitive,
managers may take steps to reduce costs and
make a risk-sharing arrangement more
acceptable for both the payer and the provider.
For example, if food is considered to be a direct
expense, the provider can seek a food supplier
who charges less for the food that must be
purchased. If the salary of a night nursc in a
residential treatment program is considercd a
direct expense, that cost might be eliminated by
substituting community-based day treatment
services for the same client.

Indirect expenses, such as administrative
overhead, can also be reduced (e.g., limiting
travel or long distance phone calls; reducing the
number of administrative staff). In addition,
there are a variety of accounting methods that
may be used to allocate costs among the service
programs (revenue centers) within a provider
organization. Different allocation formulas can
lead 1o quite different results in the calculation
of a revenue center’s “cost per unit.” However,
simply revising the formula to change the
percentage of allocation will not help unless
there is another revenue center within the
organization that can absorb the reallocated
overhead expenses and continue to offer services
at a competitive price.

IN CONCLUSION

This paper has addressed a variety of issues
related to risk in a child- and family-serving
system of care that uses managed care
techniques. A strong emphasis has been placed
on sharing rather than shifting risk. It is
difficult 1o achieve an appropriate balance of
incentives for payers, populations of potential
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clients, actual clients, and various types of
providers. However, success is reached only
when all stakeholders are given incentives to
create and maintain efficient and effective
systems that offer high quality care. At the heart
of this discussion of risk lie the following points:

* There is a range of reimbursement methods
that may be used to apportion risk between
payer and provider. These mechanisms were
illustrated as the rungs of a ladder on which
one party's risk rises while the other's {alls.
Some of the mechanisms often utilized in
managed care approaches to health and
behavioral health care are: negotiated
discounts on the fee for providing a unit of
service or for providing a “globally defined
package of services;" payment of a case rate
for serving an individual client; prepayment
of a monthly capitation rate; and payment of
a percentage of the collected premium.
Additional mechanisms, such as the use of
risk pools or high-risk carveouts, may prove
useful in aligning risk properly among
payers and providers in the broader arena of
human services.

* Risk is affected by a variety of factors.
Client factors include characteristics and
service usage patterns of the population.
Direct versus indirect costs and fixed versus

variable costs are service cost factors that
have an impact on risk. Plan factors relate
to the benefits that are offered and to the
enrollment of members.

* Contractual provisions can be used to
influence risk. Examples include rate
adjustmeants, risk-limiting mechanisms,
longer or shorter duration contracts, and
smaller or larger numbers of enrollees.

* Providers use three main methods for
reducing costs, thereby avoiding losses or
reaping profits. These include reducing the
rate of users per 1000 members, reducing
inappropriate use per user, and reducing the
cost of delivering a unit of service.

For the service system to meet its objectives,
there must be balance among the interrelated
factors of access, quality, satisfaction, and cost.
How 0 optimize or balance competing interests
is still an imprecise art, but most wouid agree
that successful implementation of a comprehen-
sive service system for children and families will
depend in large part on identifying potentially
competing interests and realigning them so that
ail parties share the same interests. Too much
risk can paralyze; too little risk can limit
creativity, resourcefulness, and industry.

L
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85 DEFINITIONS

Alternative/Traditional Healers (folk healers):

¢ Community people who are culturally respected and have knowledge to cure people of their
physical and emotional afflictions within their cultural beliefs sometimes using spirituality herbs
as a form of healing. Healing may be done in absences of or in combination with the medical

90  system.

¢ Individuals designated by a cultural group or tradition with the authority and power to perform

ntuals, ceremonies, or utilize medicinal substances for physical and spiritual healing.

Comparability of Benefits:
* That benefits afforded different cultural/ethnic or socioeconomic groups be equally comparable
95  to each other and to the majority populations, including any adaptations necessary to reach

equal access and utilization.

Cultural Competence:
* The ability to demonstrate skills and knowledge which enables a person to work effectively
across cultures; the ability to provide mental health treatment within the cultural understanding

100  of the consumer (reality conditions).

* The ability to provide effective services to people of different cultural background, including

different from the provider(s).

Health Plan/Plan

* Managed care plan or network; equally applies to public agencies delivering managed services.

105 Interpreter
* Individual trained and certified in facilitating communication between two people of different
cultures and languages using in-depth knowledge not only of the language but also cultural

values, beliefs and expressions.
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Latino Mental Health Specialist:
110 ¢ A mental health professional who either through his/her Latino heritage and language fluency or
formal training in the Latino culture, is able to integrate cultural knowledge and competency

into the clinical/service interaction with Latino consumers.

(Latino)/Minority Mental Health Specialist:

* A professional with demonstrated skills and knowledge of all dimensions of mental health needs
115 of ethnic minority consumers/family. This knowledge can be expanded to the specific clinical

dimension of how ethnic minorities experience mental health needs.

Minimum Representation Criteria
* A minimum percentage of representation in the covered population of an ethnic or cultural
minority group necessary before a plan can invest in more intensive or extensive services

120 specific to that group.

Personalismo:
* The ability to relate to consumers in such a way that consumers feel at home and among people
who value them, are concerned about their problems, and are determined to assist them with

finding solutions within their own reality conditions.

125 ¢ A Latino cultural value which prescribes warmth, individual attention, other orientation and a

certain level of informality and openness in human interactions.

Respeto
¢ A Latino cultural value which prescribes respect and deference in human interactions, but

particularly in interactions with Elders, professionals, and people in positions of authority.

130 Translator

* Individual trained to translate information from one language to another often literally



Draft 2.0 02/22/1996

Value - Added:

* Greater clinical or cost-effectiveness in a service when it is provided in a different on or

modified manner (different technique vs more experienced practitioners, etc.)

135 ¢ A person with skills to perform more than one task, ie. professionally serve the English

speaking consumer and a Spanish speaking consumer.
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I. GUIDING PRINCIPLES
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I. GUIDING PRINCIPLES

160 1. Pnnciple of Cultural Competence
includes the attainment of knowledge, skills, and attitudes to enable practitioners and
systems of care to provide care for diverse populations, i.e. to work within the person's
reality conditions, in particular minority populations; acknowledges and incorporates
variance in normative acceptable behaviors, beliefs and values in determining an

165 indiﬁdual's mental wellness/illness and incorporates those variables into assessment and

treatment.

2. Principle of Consumer-Driven Systems of Care
includes the promotion of consumer and family advocacy,
170 - includes the fitting of self-help concepts and models for minority cultures, and

includes making the family an important part of the treatment efforts, when possible.

3. Pnnciple of Community-Based Systems of Care
includes a full continuum of care with a focus and heavy investment in basic, up-front, less
175 restrictive services,
includes community resources which are recognized and valued by Latino consumers, and
includes using the home or the extended home as a base for system of care whenever

possible.

180 4. Pnnciple of Managed Care
v includes cost-effectiveness,
© individualized and tailored services,
v outcome-driven systems,
v the importance of added-value for ethnic/cultural groups as treatment partners, and

185 v comparability of benefits/added-value across ethnic/cultural groups,
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+ includes an emphasis on managing care, not costs/dollars; it assumes that costs/dollars will
manage themselves if overall care is well managed, and
- includes recognition of Latino/group specific variables which have significant implications

for individualized assessment and treatment.

190
5. Principle of Natural Support
- natural community support and culturally syntonic practices are viewed as an integral part
of a system of care which contribute to desired outcomes in a managed care environment,
and
195 - the use of traditional healing practice, i.e. naturalists, curanderos, espiritistas, when

relevant or possible.

10
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I1. OVERALL SYSTEM STANDARDS

11
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I1 A. CULTURAL COMPETENCE PLANNING

200
* The Cultural Competence Plan should designate an individual responsible at the top
management level (ar what level? state, county, division?) to be accountable for cultural
competence planning. That individual should have demonstrated training and experience which

renders him/her culturally competent.

205 * Governing and advisory bodies, as well as plan administration, must be demographically

representative of those they serve.

* Cultural competence planning should be conducted by a team involving representation from top

and middle management, front-line staff, consumers, families and community stakeholders.

210 The Cultural Competence Plan should include:

1. A criteria/process for describing (using criteria of cultural guidance principles) and
understanding the communities served through Management Information System-based
population profiling (age, gender, language, ethnicity, SES). (s this information in place

215 anywhere?)

2. A process for determining (using criteria of cultural guidance principles) unique

regionally-based needs and ecological variables within the communities served.

220 3. Stipulation of staffing patterns/skills (including licensing, certification, credentialing,
privileging) for all staff clerical through top management.

4. Identification (using criteria of cultural guidance principles) of service modalities and

models appropriate to the communities served e.g., rural vs. non-rural, migrant workers,

225 minority subcultures, population densities.

12
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3. Identification of community resources, strategic alliances and other providers e.g., public

health workers for coordination.

é. Identification of natural supports, e g., family members, alternative healers, churches, civic

230 clubs, community organizations.

7. Proactive collaboration/partnerships with Juvenile Probation, Education, Social Services,

and Health agencies to follow consumers across systems.

235 8. Identification of key issues and approaches to address them to assure cultural competence

at each level of care within the system e.g., inpatient, outpatient, residential, home-based.
9. Assurance that equal access will be provided to all services available through the Plan.

240 10. An incremental/ (increments in proportion to need and resources of Latino consumers)
strategic approach to implement elements of cultural competency the overall organization

or provider network.

11. Stipulation of rewards/incentives/sanctions, e.g., salary, promotion, bonuses, for cultural

245 competence performance.

12. The use of formal cultural competence assessment tools for individuals and systems,
adapted for minority cultural values and beliefs in developing, implementing and monitoring
the Cultural Competence Plan.

: 250

13. Ongoing Plan maintenance and review (by state and/or MH Division or county?).
14. Specific outcomes relevant to served populations, including data on utilization patterns,
levels of care, regional variation in utilization/services, consumer functioning, indicators of
255 successful rehabilitation (decreased hospitalization, increased employment), consumer-

13
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driven/consumer-specific goals, quality of life, consumer satisfaction, use of less restrictive

interventions /modalities.

15. Specific planning for implementation in the following areas:
Staff development, recruitment, retention, particularly as it pertains to the availability of
culturally competent practitioners and administrators.

- Development of policies and procedures which promote and support culturally
appropriate services
Management practices, support, leadership.

+  Staff supervision either directly or in consultation with Minority Mental Health Specialists.

+ Training and support for governing and advisory board members.

- Needs assessment of the Latino population served to determine levels of need and
equitable distribution of resources.

+ Strategic planning re: political climate, timing of actions, being proactive vs reactive, being
inclusive vs exclusive, and acknowledging all accomplishments.
Culturally-informed eligibility criteria, benefit design, individualized assessment and
treatment.
Resource allocation, including clear definitions of resources, e.g., staff, budget, for use in

implementation of Plan.

14
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275 I1 B. GOVERNANCE

A governing board should be representative of the consumer population served and the community
at large, including age and ethnicity. In this manner,

280 ¢ The community served will have active involvement and decision making responsibility in RFP
development and vendor selection. (Some consideration should be given to representation in

direct proportion to the population's needs.)

¢ The Plan should include a formal grievance procedure with minority communjr-y and
professional input, participation, and involvement. Consumers should be informed of this
285  procedure in their own language and dialect at intake and at the time of any appeal i.e.
confidentiality, privacy of services. Information about this should be publicized in Spanish and

other languages.

* The Plan should appoint an ombudsperson from the community served. The ombudsperson
- should not have a conflict of interest that might interfere with the performance of his/her
290  responsibilities. The ombudsperson should have independence from the plan, and there should
be formalized procedures for resolving differences of opinion between the ombudsperson and
the plan admunistration's governance. A Latino or minority ombudsperson should be involved in

all appeals by Latino clients.

* The governing and contracting board should have final authority over all appeals and

295  grievances.

¢ The Plan should maintain a record and report annually on all appeals, grievances, and law suits
differentiated by specific provider and ethnicity of complainants and report these to the
governing board on a regular basis. Trends in disproportionate access must be addressed by

incorporating measurable, incremental corrective actions within reasonably accomplished dates.

300 ¢ The Purchaser should determine, as part of the RFP, an equitable percentage of profit to be
reinvested in minority community-based services and preventive programs on an ongoing basis

and a disproportionate percentage when inequities to access exist.

15
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L J

305

310«

315

The Plan should address the needs of both sponsored and unsponsored Latino populations and

should provide for unsponsored access in proportion to general industry practice.

The Plan should develop interagency agreements or pool funding to coordinate its services with
other agencies, e.g., public health, social services, corrections, youth services. [This should

focus on practice rather than formal written agreements).

Liability coverage for the Plan should be plan-wide rather than provider or practitioner specific

so as to ensure a team approach and continuity of care.

The Plan should define a process of practitioner and provider credentialing and privileging
incorporating cultural competence standards which will determine participation in the plan and

the use of intrusive, specialized or restrictive interventions and specific treatment modalities.

Policies governing practitioner ethics and behavior should take into account and provide for
differences relevant to the context of Latino cultural values, e.g., gift giving by consumers,
interactions with consumers outside the service setting (such as accepting invitations to special

family events), confidentiality, etc., governed by such values as "respeto” and "personalismo".

Contract continuation and renewal should be contingent upon successful compliance with

performance standards specifically defined for Latino and other undeserved populations.

The Plan should make de-listing criteria for providers and practitioners open for review and

accountable for differing service needs of diverse populations, including Latino populations.

The Plan should report justifications for de-listed providers and practitioners, identifying them

by ethnicity for public review to the governing board. ~ s

16
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I1 ¢. BENEFIT DESIGN

¢ The Plan should not make arbitrary restrictions in benefit level. Cost-effectiveness should be
accomplished through care management and utilization review mechanisms rather than arbitrary

cut-offs and limitation of benefits.
¢ The Plan should ensure comparability of benefits across populations and age groups.

330 ¢ Coverage should incorporate and integrate alternative treatment modalities, particularly

alternative healers, in order to enhance the acceptability and cost-effectiveness of care.

* Coverage should incorporate services by a qualified Minority Mental Health Specialist and

supervision by MMHS's for practitioners who do not qualify but are serving minorities.

* Coverage should incorporate the coordination of services across service agencies and systems

335 impacting on the client in order to ensure seamless care.

+ Coverage should provide for access to a full continuum of care, from most to least restrictive in
ways which are comparable, though not identical, acknowledging that culturally competent

practice provides for variance in individualized care.

¢ The Plan should provide information, education and written education materials to consumers
340  and families regarding covered services and procedures for accessing and utilizing services in
their primary language(s) and dialect(s). Such information should be made available through

partnership with community organizations in addition to conventional means of dissemination.

¢ Eligibility criteria (for service provision and/or receiving services?) should be defined primarily
by the assessment of behavior and functioning and secondarily by diagnosis, given the

345  limutations of diagnostic systems in cross cultural applications.

¢ Eligibility determinations should be performed by culturally and linguistically competent staff.

Utilization review and eligibility determinations must include minority mental health specialists.

* Wntten correspondence regarding eligibility should be in consumers' and families' pnmary

language(s) and dialect(s).

17



Draft 2.0 02/22/1996

350 ¢ The plan should provide consumer choice of provider.

* The Plan should make provisions in the benefit design for unsponsored lives in the covered

Latino population and in proportion to industry standards and practice e.g. 75% to 25% ratio.

* The Plan should make provisions in the benefit design for people who leave the plan, including

service planning and a transition process to new plans.

355 ¢ Benefits should include a subcapitation approach or other adequate risk-adjustment strategy
specifically for consumers at-risk for serious persistent mental illness/emotional disturbance
and/or with actual multiple, long-term service needs, in order to ensure adequate funding for

more intensive services. [Is this consistent with managed care benefits?]

18
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I1 D. QUALITY MONITORING AND IMPROVEMENT

* The Plan should have a regular quality monitoring and improvement program with defined

365

indicators applicable to evaluating services to Latino and other minority populations (e g.,
culturally competent interviews by bilingual and bicultural staff, peer reviews by Latino and
Minority Mental Health Specialists, review of service patterns and drop-out rates, evaluation of

service intervention strategies for effectiveness).

* The overall quality monitoring and improvement program should include sampling approaches

370

375

380

385

which yield results representative of the covered Latino population.

For plans with limited Latino workforces, Latino Mental Health Specialists external to the Plan
should be brought in as consultants in the quality monitoring and improvement plan

development until the workforce is no longer limited.

The Plan should implement quality improvement teams focused on indicators related to
culturally competent care, composed of a representative team of Latino and Minority Mental

Health Specialists. [what is the difference between this one and the one above? HB]

If irregularities or deficiencies in care are found in quality indicators in Latino and other
minority populations, special quality studies should be undertaken to identify causes and

address root causes/processes.

The absence and/or significantly lower levels of complaints by Latino consumers and families
should be interpreted as an inadequacy of the Plan (including the quality monitoring and
improvement program) unless demonstrated to be otherwise. This would indicate that the Plan
has not engendered sufficient trust from the Latino community to overcome tendencies to

non-response engendered by "respeto” and hopelessness about positive results.

Consumer satisfaction surveys should be translated into local languages and dialects,
implemented by members of the community independent from the Plan, and available in various

formats to facilitate the participation of lower SES and non-reading populations and to facilitate

19
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validity of responses. Sampling should include outreach to plan drop-outs and facilitate, when

possible, alternative services.

* The Plan should have periodic assessment of functional outcomes which are valid and applicable
to Latino populations for consumers and families receiving services, as well as for the entire

390 covered population.

* Quality and outcome monitoring data should be able to separate out data for Latino consumers
and families by provider and should be reported on a regular basis to the governing and

contracting authority, especially prior to contract renewal.

¢ Credentialing and privileging standards, specific to different disciplines, should include
395  culturally and linguistically competent clinical skills, knowledge and attitudes relevant to the
Latino population. These should include a continuing education process with specific

Latino-oriented content as part of the overall re-credentialing and re-privileging process.

* Quality monitoring and improvement should include rewards and/or sanctions specifically for
the incorporation of Latino and Minority Mental Health Specialists in the gatekeeping and

400 treatment process.

* The Plan should incorporate sufficient numbers of Latino and Minority Mental Health

Specialists to accomplish its quality goals and objectives.

* The Plan should incorporate sufficient Latinos who are clinically, linguistically and culturally

able to provide services in direct proportion to the needs of the Latino community.

20
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405 Il E. DECISION SUPPORT AND MANAGEMENT
INFORMATION SYSTEMS

+ Consumer data should include accurate and desegregated coding for gender, ethnicity, SES,

410 linguistic proficiency and sexual onentation (at the consumer's option).

¢ A unified clinical record should be maintained for each client across all levels and the entire

system of care.

¢ The Plan should develop and maintain a database which can track Latino consumers across all

levels of care, including the above-mentioned demographic elements.

415+ The Latino ethnicity category should be broad and inclusive, including a capacity to code all and
multiple Latino subgroups and those of mixed race/ethnicity. The Latino category should be

distinct and monitored separately even when consistent with US Census Bureau practice.

¢ The Plan should track diagnostic and assessment information, service utilization trends, drop

outs and utilization patterns across modalities, as well as, behavioral and functional outcomes.

420+ Individual consumer data should be kept confidential with data sets coded in a de-identified

manner.

¢ The Plan should track geographically-coded data to allow monitoring of differential service

utilization and planning across various locales.

¢ Data findings should be used to continuously assess, improve and inform strategic planning for

425  services to Latino and other consumers and families.

¢ The Plan should require the tracking and reporting of performance data, specific to Latino
consumers and families, to the governing and contracting authority for purposes of

accountability.

+ Information tracked should be used for improvement of services to Latinos based on their
430  needs, not only on the number of Latinos in the community, but the number in the community

that need help.

21
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435

440

445

450 «

Il F. STAFF TRAINING AND DEVELOPMENT

Staff training and development should be implemented at all levels, across disciplines and for

management and support staff as well as for governing and advisory bodies.

Specific continuing education requirements should be established for the development,
maintenance and continuance of clinical competence as a Latino or other Minority Mental

Health Specialist.

Career ladders for the development and advancement of Latino and other minority staff should
be developed, particularly to advance Latino and other minority staff to administrative and

supervisory positions.

The Plan's clinical workforce should include and make special effort to recruit and retain a

representative percentage of Latino and other minority mental health professionals.

The Plan should develop performance evaluations and promotion opportunities which remove
the glass ceiling for Latino and other minority staff and managers and which reward cultural

competence among all staff.

Language fluency exams must be performed to determine the ability of clinicians to provide
comprehensive clinical care services. Bilingual deferential pay to be contingent on passing the

fluency exam.

Differential pay rates should be developed and implemented for specialized skills in cultural and
linguistic competence in general and for Latino and Minonty Mental Health Specialists in

particular.

Incentives should be established to get current Latino and minority staff to use their linguistic,

cultural, and clinical skills.

22
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455+ The following areas of knowledge, skills and attitudes should be essential components of

continuing education for cultural competence among all staff:

- Training in the dynamics of monocultural ("traditional"), acculturating ("transitional”),
bicultural and biracial consumers and families.
» Training to understand culturally-based folk healing systems and traditions across different
460 Latino subcultures and communities.
- Training in specialized engagement and therapeutic alliance building techniques, as well as
culturally acceptable and therapeutic boundary setting.
»  Training in interdisciplinary team interaction and functioning to promote effective care.
» Specialized training for the treatment of Latino sexual minorities, particularly the stress of
465 “triple stigma" (mental illness, ethnic and sexual minority status).
- The use of language in the treatment process.

* Knowledge of:

- Differences in symptom expression and symptomatic patterns in Latinos with mental
illness/emotional disturbance.
470 - Differences in thresholds of distress and help-seeking behaviors in Latino clients.
- Differences in the attribution of mental illness (religious, supernatural, etc) and issues
around stigma specific to Latino cultures.
- Differences in the acceptability and effectiveness of different treatment modalities in Latino
populations. '
475 - Culture-bound syndromes associated with Latino populations and subcultures.
- Understanding of the historical factors which impact the mental health of r;ﬁnority
populations, such as racism and immigration patterns.
+ Understanding and skills addressing cultural differences between different Latino
subgroups, including differences related to history, traditions, values, belief systems,
480 acculturation and immigration history, reasons for immigration, language fluency and
differing dialects.
* Understanding of the particular psychosocial stressors relevant for minority patients. These

include war, trauma, migration/acculturation stress and socioeconomic status.

23



Draft 2.0 02/22/1996

Understanding of cultural differences with the minority groups.

485 + Understanding of the minority patient within a family life cycle and intergeneraltional
conceptual framework in addition to a personal development framework, which includes
the acculturation levels within the individual.

Understanding of the difference between “culturally acceptable" behavior or
psychopathological characteristics of different minority groups.

490 - Understanding of indigenous healing practices and the role of religion in the treatment of
the minority clients.

» Understanding of a community mental health service continuum of care for minority
clients.

- Understanding of the public administrative issues in developing, implementing and

495 evaluating programs for minority populations.

- Understanding of the dynamics of language use in monolingual and bilingual clients.

- Knowledge of the limitations of clinicians if they are not bilingual and being creative to
compensate for this.
Understanding the process and the effects of the acculturation process on ethnic majority

500 clients.

- Knowledge of the culture (history, traditions, values, family systems, artistic expressions)
of ethnic minority clients.

- Knowledge of the impact of class and ethnicity on behavior, attitudes, and values.

» Knowledge of the helpseeking behaviors of ethnic minority clients.

505 + Knowledge of the role of language, speech patterns, and communication‘st_yles in

ethnically distinct communities. ’

- Knowledge of the impact of social service policies on ethnic minority clients.
Knowledge of the resources (agencies, persons, informal helping networks, research) that
can be utilized on behalf of ethnic minority clients and communities.

510 - Recognition of the ways that professional values may conflict with or accommodate the

needs of ethnic minority clients.
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Knowledge of power relationships within the community, agency, or institution and their

impact on ethnic minonity clients.

515+ Skills to:

Interview and assess minority clients and families based on psych/social/bio/cultural/
political/spiritual model

Communicate and listen effectively across cultures.

Diagnose minority clients with an understanding of cultural differences in .

520 psychopathology. Ability to avoid under-diagnosis, misdiagnosis or over-diagnosis.
Formulate culturally sensitive treatment plans that are appropnate for the client and the
family's concept of mental illness.

Create multidimensional treatment plans which include, culture, family and community.
Utilize culturally appropriate community resources (i.e. church, self-help group, etc.)

525 - Provide psychotherapeutic and psychopharmacological interventions, with an
understanding of the cultural differences in treatment expectations and biological response
to medication.

- Knowing when to recommend culturally sensitive psychological assessment for minority
clients. (Also to know when not to use tests which are biased towards munority clients).

530 - Conduct culturally sensitive community research.

Provide psychoeducational interventions which empower families and communities.
Use client's language to elicit the range and nuances of emotions, feelings, dynamic, etc.
Know when and how to use interpreters and understand the limitations of these.

Learn the pariiculars of the engaging protocols within specific cultures.

535 + Know when you don't know!

Be humble and a student of your clients: cultural competence is a process not a product.
Use techniques for learning the cultures of ethnic minority client groups.

- Ability to communicate accurate information on behalf of ethnic minority clients and their
communities.

540 »  Ability to openly discuss racial and ethnic differences and issues and to respond to

culturally-based cues.
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Ability to assess the meaning ethnicity has for individual clients.

Ability to differentiate between the symptoms of intrapsychic stress and stress ansing from
the social structure.

Interviewing techniques reflective of the worker's understanding of the role of language in
the client's culture.

Ability to utilize the concepts of empowerment on behalf of ethnic minority clients and
communities.

Capability of using resources on behalf of ethnic minority clients and their communities.
Ability to recognize and combat racism, racial stereotypes, and myths in individuals and in
institutions.

Ability to evaluate new techniques, research and knowledge as to their validity and

applicability in working with ethnic minorities.

26
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IIl. CLINICAL STANDARDS

27
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555

560 ¢

565

570

575

580

I A. ACCESS

Gatekeeping and service determinations to Latinos should be performed by culturally and

linguistically competent clinicians.

Comparable 24 hour and 1-800 access (with needed language capabilities) to programs and

services should be provided for all covered populations meeting minimal representation criteria.

More restrictive placements for minority consumers should be made only with involvement of
culturally competent or Minority Mental Health Specialists prior to placement, particularly prior

to initiation of involuntary treatment and placement in locked settings.

Access critenia for different levels of care should be based primarily upon behavior and
functioning and secondarily upon diagnosis. (This is a good point, but will need further

elaboration to get acceptance)

Access should be facilitated through various outreach approaches, including strategic
co-location with Latino community agencies and social service agencies, neighborhood locales
accessible to public transit, and in-home / in-community / mobile assessments. A single point of
entry will not be acceptable and/or effective. (Keep in mind that this is not a way 10 pay an

agency to do the work of the vender-or avoidance of the job to be done)

Legal documentation should not be a requirement for service and should not serve as a barrier

to service access.
Specific procedures should be developed to ensure comparability of access across populations.

Access to services should not be individually-oriented only, but also family-oriented in the

context of Latino and other minority cultural values.

Confidentiality requirements should be adapted to incorporate cultural values, particularly the

inclusion of families in care access decisions, so as not to serve as a barrier to care.

Access to interpreter services should be available at the point of entry or access and assessment
at no additional expense to the consumer or family, given that Latino and other groups for

which English is not their primary language, often use the primary language when in crisis and
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given the importance of non-verbal communication. Interpreter should be used only as the last
resort. Developing a workforce with bilingual skills should be the first priority to manage care

and cost.

* Interpretive services should not be a substitute for Latino staff, competent and able to use the

585  language and the cultural knowledge in their clinical work.

¢ The Plan should institute regular reviews of policies and procedures to assess for discriminatory

effects on access to services.
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Il B. TRIAGE AND ASSESSMENT

590
¢ Latino Mental Health Specialists should be involved in triage and assessment processes,
especially at the time of care determination and prior to more restrictive placements, especially

involuntary placement and treatment.

* All consumers should receive a comprehensive assessment which includes a multi-dimensional
595  focus, a functional assessment, health, psychiatrist and social and family supports to an addition
to evaluation of cultural and stressors of socioeconomic factors affecting their presenting

problem.

* Assessments should include evaluation of individual, family and community strengths, assets

and resources.

600 ¢ Cultural and ethnic factors that might contribute to misdiagnosis should be incorporated within
the assessment (e.g., linguistic barriers, differences in symptom expression, culture-bound

syndromes, etc).

¢ Culture issues in the assessment process relating to age, gender, sexual orientation and
relational roles should be addressed in the assessment, e. 8., gender of clinician vs gender of
605  consumer, such as a younger man interviewing an older woman and not being told about a
serious gynecological problems, because of her discomfort with a younger man as clinician, or
inquiring about parental behavior through children who because of family loyalty may not
openly share this kind of information.

¢ The assessment should contain a cultural component which identifies the beliefs and practices of
610  the culture which the client adheres to, culturally prescribed family organization and relational
roles, history of immigration and assimilation/acculturation, impact of ethnically related
stressors such as poverty and discrimination, beliefs around health-mental health, attribution of

their condition (spiritual, supernatural, etc) and previous attempts at help-seeking.

* The assessment should be family-oriented, incorporating key members of the nuclear and

615  extended family, especially family decision makers and power brokers.
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* Clinical rating scales utilized in assessments should be culturally appropriate and validated for
Latino populations. All assessment tools (tests-psychosocial or psychological) need to be

validated by the testing of similar populations or its reliability could be questioned.

* Treatment procedures should be developed and utilized, including ethnographic techniques and

620  culturally appropriate informants (e.g , alternative healers).
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Il ¢. CARE PLANNING

* Consumers and family members should be equal participants in care planning. Care plans
625  should involve culturally indicated family leaders and decision makers. Informed consent should

be explained in detail.

* Care plans should be consistent with the conceptual framework and community environment of

consumers and family members (Within the patient's own reality conditions is an old, sacred

principle in psychotherapy)

630 ¢ Care plans should address culturally-defined needs (e.g., religious / spiritual, level of
acculturation, use of alternatives healers / therapies, interdependence among family members,
use of language familiar to the consumer and family, nutritional practices, subcultural
differences, locus of control beliefs) and socioeconomic needs, relevant to the client's condition

and stressors.

635 ¢ Care plans should incorporate consumer-driven goals and objectives that are functionally

defined and oriented toward rehabilitative outcomes.

¢ Care plans should include consumer and family education about problems/conditions being
treated and treatment modalities, particularly addressing cultural beliefs and attitudes about
health and mental health, as well as education about preventive approaches, thus empowering

640  families through education and information for maintaining their own mental health.

¢ Care planning should be supervised directly or in consultation with a Latino Mental Health

Specialist.

* Care plans should address and coordinate the mental health needs of the entire family, including
coordination among multiple providers with a single point of clinical accountability for the

645  entire family.

¢ Care plans should incorporate the use of natural support systems, community organizations and

interagency resources.
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* Care plans for Latino consumers and families should include involvement in Latino-oriented

630

655«

seif-help organizations, giving consideration to the degree of acculturation and the cultural
identification of the consumer. First and second generation would react differently to this issue |

than third and fourth generations of Latinos. ‘

Care plans should address coordination of mental and physical health according to the health
beliefs and practices of the individual consumer and family for both integrated and carved-out |

plans.

|
|
Care plans should include provisions for the inclusion of alternative healers and therapy as
|
|

available services.
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Il D. TREATMENT SERVICES

Treatment should be performed by culturally competent, clinically qualified Latino mental health
professionals. The absence of sufficient Latino workforce, unqualified staff should receive

supervision from Latino Mental Health Specialists.

Treatment selection and implementation for Latino consumers and families should be st ~ervised
directly or in consultation with a Latino Mental Health Specialist or should be part of a system
of care that promotes and nurtures the Latino staff's growth in clinical and cultural

effectiveness.

.The Plan should include, contract with, and utilize community-based Latino and other minority
service providers in its nerwork; seen that such services can deliver services by competent and

qualified Latino staff.

The Plan should include a full array of available treatment modalities, particularly modalities
which are culturally acceptable and effective with Latino populations e. g., family therapy,

specialized group therapy, behavioral approaches, use of alternate healers and outreach

Medical and mental health services for Latino consumers and families should be coordinated
with a focus on the most prevalent health needs in the Latino community, e.g., hypertension,

diabetes, substance abuse, cancer.

Psychotherapeutic modalities should be conducted within a context of Latino cultural values
(e.g., proactive treatment, family-oriented approaches) and should address psychological issues
specific to Latino communities (e.g., acculturation, intergenerational and gender role conflicts

and transitions).

The Plan should include mental health promotion of early intervention and prevention strategies,
including consumer and family education, community education with an emphasis on

destigmatization and early treatment utilization.

The Plan should recognize, legitimize, facilitate and compensate the utilization of alternative

healers and therapies.
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Psychopharmacological interventions should be conducted by psychiatrists trained in culturally
and ethnically based biological differences, differential medication response and culturally

competent approaches to treatment consent and family education.

The principle of least restrictive level of care should govern treatment and placement decisions
with family placement preferable unless otherwise indicated. Level of care decisions should be
governed by protocols to ensure timely and expeditious decision making and should be carried

out, under the supervision of Latino Mental Health Specialist.
The Plan should provide for Latino and other minority centered, treatment based research.

The Plan should develop specialized approaches to maintain continuity of care and prevent
recidivism to more restrictive and expensive services, e.g., medication compliance, treatment

drop-out, lack of regular preventive care, differential hospital rates.
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I E. CASE MANAGEMENT

¢ Case managers should be central to the operation of the interdisciplinary treatment team with

700

705

710 ¢

715

equal status to other team members.

Case managers should have training in cultural competence as part of their privileging and

credentialing standards within the Plan.

Case managers should preferably be from the local community and knowledgeable about local

resources and natural support for local minority communities, including Latino communities.

Case managers for Latino consumers and families should be supervised directly or in

consultation with a Latino Mental Health Specialist.
Case managers should involve family members in case management activities and decisions.

Case managers should have access to ongoing continuing education and opportunities for

advancement.

Case management should be continuous and case managers should act as a single point of

contact across all levels of the system of care.
Case managers should have access to flexible funds for the provision of wrap-around services.

Practice privileges should be afforded to case managers across the entire system of care,

including more restrictive settings such as inpatient facilities.

Case managers should have special skills in advocacy, access of community-baisgd services and

systems, and interagency coordination.

Case managers should have a career ladder that promotes growth, knowledge, skill

development and rewards them accordingly.
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I F. LINGUISTIC SUPPORT

* Linguistic support should be provided at the option of consumers and families at no additional

cost.

. Imerpreiation services should include both verbal and non-verbal communication in the context
725  of the individual consumer’s and family's culture, preferably by an individual from their own

geographic and subcultural group who is conversant in the local dialect.

+ Interpreters and translators should be utilized only in the absence of culturally, linguistically
competent Latino mental health staff and/or specialists, who should supervise assessment and

treatment.

730 ¢ The use of a certified interpreter should not be treated as a substitute for treatment supervision

by a Latino Mental Health Specialist.

* A threshold for the mandated availability of linguistic interpretation and translation should be

established based upon population size, e.g., 2% or 500 people in a given.

* The use of family members as interpreters (especially children) should be strictly prohibited and
735  the use of tertiary telephonic interpreters, e.g., AT&T telephone interpretation should be
discouraged. In areas where there are limited linguistic support resources, qualified telephonic
interpreters with training in mental health may be utilized as long as they receive access to

immediate backup from qualified staff.

+ State and court certification standards, in addition to mental health, cultural competency and

740  confidentiality standards, should be used to certify interpreters in the system.

¢ All pertinent consumer and family materials and forms, especially informed consent and
statements of rights, should be translated for all knguistic groups. Materials should be

pre-published for groups which meet the threshold requirements.

+ Bilingual skills for all linguistic groups meeting the threshold requirement should be treated as

745  value-adding for clinical staff and should be compensated equitably as such.
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* Training should be provided to monolingual clinicians in the use of interpreters, so they can also
provide more effective, relevant, and culturally competent services in the absence of a Latino

provider.

38



Ewmummmmowmm
the Volume, Number and page cted. The American
Humane Assodation is to be listed as the pubiisher.

© Copyri 1995, American Humane Assodadon,
63 Inverr;ﬁ Drtve East, Englewood. CO 80112-5117.
Telephone 303/792-9900.

Please note that ideas contained in each article in this
pubilkcation are those of the spedific author and do not
necessarily represent policies of the American Humane

Assoclatiofn.

Robyn Alsop
Editor

Editorial Staff
Connie Dykstra
Christne Race
Judith Rausch

Karen Haroids
Art Director

Robert F X. Hart
Executive Director

Karen |. Farestad, Ph.D.
Director
Children’s Division

BOARD Of DIRECTORS
Chartes M. Granaskd, jr., Esq.

President
Tacoma, Washington

Loretta W. Kowal
Vice President
Newron, Massachusetrs

Timothy M. O’'Brien
Treasurer
Denver. Colorado

- Kevin W. Concannon
Augusta, Maine

Haroid F. Dates
Cincinnat, Ohio

Olivia C. Garza
Houston, Texas

Richard H. Ganz
Barrington, Ifiinois

Marti Huizenga
Fort Lauderdale, Florida

Mireille B. Kanda, M.D.
Bethesda. Maryland

Andrew Kimbreil
Washingron. D.C.

Judy Lang
Perrysburg, Ohio

Ruth W. Massinga
Seattle, Washingron

Tla N. Roddy
New Orieans, Loulsiana

Kenneth L. Spaiding
Housron, Texas

Nan M. Stuart
Longrnont, Colorado

Meredith B. Webster
Montreal, Quebec

Cover Photo: Russ Burden

* TABLE OF CONTENTS:

......

Managed Care, Privatization, and Their Impact on the

Child Welfare System
Doing Business with State Government ~ A Responsibility, Not a Right
Positive Partnerships Benefit Children’s Education..............ccveueeeeosmmmnrrroccrronn. 3

AHA News/Children’s Division Update ............c...c..cooocoooumrmooeoo

Washington UPdate ...t e
National Dateline..........oooooiiiiiiiie e X

" and developing protocols which maintain protection of children at the very core.
. Most managed care organizations are inexperienced in the child welfare field and-

§
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The Human Impact of Managed Care in 1
Child Welfare

As managed care is implemented in child welfare, many questions remain aboug
how this important change will impact on the children and families served by the 3
system. Will a managed care or privatized child welfare system provide adequate 4
services to vulnerable children and families? Will the child welfare system retain - g
the ability to fulfill its legal and ethical mandate to protect children? Can managedi
care succeed with a population that has not chosen, but is instead required, to par-#}
ticipate in services? Most importantly, what will be the shape, direction, and valuesg
of a child welfare system that is driven by managed care concepts or run primarily §
by private énterprise? . ;

No one can now answer these pressing questions with certainty. As the articles -
in this issue of Protecting Children make clear, it is exceedingly important that the:
child welfare community take the lead in shaping the future of a privatized or man-
aged care child welfare system. Without the insistence of child welfare advocates
that the interests of children and families take primacy, it is apparent that the system
will be shaped instead by cost and claims processing considerations.

The goal of child welfare professionals must be to keep the focus on values —
specifically on the value of child protection. Although there are promising dimen-
sions to a managed care environment for child welfare, for example, an opportunity- -
to support more prevention and early intervention activities, the wholesale importa~
tion of managed care concepts from the health care arena, such as limited “treat-
ment” and selected provider groupings, must be carefully assessed for their impact

~on children and families. If these paradigms are inappropriate in child welfare, they

must be reshaped so that they will adequately protect children.

-* Indeed, limiting treatment for serious family issues leading to abuse or neglect
. will, in the short run, leave children unprotected. In the long run, it will result in-
" even greater costs, as the children who survive face escalating behavioral problems,

with serious individual and community consequences. Similarly, limited provider:
groups that do not include smaller community-based service agencies will have lost-
the opportunity to reach child welfare clients on their own terms and on their own -

Although child welfare providers are aware of these issues, many may feel com-r-
pelled simply to learn the managed care system and join it. This approach is dane- -
gerous. It neglects the current challenge to shape this opportunity for consensus. -
building by embracing the most effective intervention strategies for at-risk families, .

need the guidance of child welfare professionals in shaping their own direction.
With every contract for services that is entered into and every network that is built,
the child welfare community now has the chance to insist that privatization of ser-
vices and managed care include specific procedural safeguards and principles that
will make the system values-driven. If state agencies and private child welfare
providers all keep this goal at the forefront, the development of managed care will -
be a more collaborative process, and the system and those whom it serves will be

the better for it. .
- Karen |. Farestad, Ph.
Directot
Children’s Divisi
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Managed Care

Managed care for health services. while not new, is fast becoming the primary method for
the delivery of all health care. The salient components of a managed care system are:
strict utilization review, preauthorization of certain services, and negotiated rates for
defined levels of service. Managed care also espouses a health delivery system that is
based on the principle of preventive care and coordination of the consumer’s total health
program.

Although the concept of managed care is good. the process by which it is delivered is
problematic. The primary source of these problems are the rules by which the managed
care health delivery system, Health Maintenance Organizations (HMO), operate. HMOs
are a hybrid of a for profit business entity and a health service delivery system. In order
for HMOs to deliver service at the most efficient level, a :lected group of medical
providers are either contracted with for a defined salary and/or paid a predetermined per
patient fee(capitated rate) for all medical services. All persons enrolled in a managed
care program must adapt to some restrictions: choice of physicians, access to specialist
services and length and type of medical services.

Issues;
Economics

African Americans: Currently the African American medical and business community
have been slow to accept the inevitability of the coming of managed care and its
economical impact. African American physicians failing to either become participating
physicians with some managed care system or form medical networks among themselves
will ultimately find themselves as physicians without any one to heal. The greater
proportion of the patient load of the average African American physician has medical
insurance from either a group medical plan provided by their employer or by Medicaid.
entities that are the leaders in the move towards managed health care. Equally absent in
the groups forming managed care systems is the African American business community.
In spite of the fact that, for now, HMOs are among the high profit business ventures.

Human Services System: The human services provider, particularly those providing
services to the at-risk client population, will have to make some significant adjustments.
The degree of control over services, inclusive of type, length, and provider, and the
questionable level of payment for services rendered may cause some agencies to fold.
This fate is even more likely for agencies with limited resources that serve children and
families with high social and medical risk factors.



Services

African Americans: For the African American patient there are some major concerns as
to the quality of service they will receive and its degree of accessibility. These two
concemns are particularly troublesome for those in the low income category. Because
most HMO physicians receive fiscal incentives for controlling the rate of specialist
referrals, there is the possiblity that their patients, covered by more restrictive insurance
programs, will be least likely to receive specialized services. Most of these tvpes of
insurers are among those providing coverage for indigent individuals. In addition to the
poorer African American patient having a greater probability of not receiving the more
complete level and type of medical services, they also will find fewer medical services in
their communities. As the individual community doctor is squeezed out of the medical
network and HMOs move more to centralized medical centers or as the community
based enrolled HMO physicians move out of certain urban area communities, medical
services will be further removed from the residents residing in the poorer neighborhoods.

Human Services System: While a major impact of managed care falls on the individual
consumer, it also has some significant impact for the human services provider.
particularly those involved in the provision of mental health, drug and alcohol, child
welfare, disabilities and the indigent elderly services. Many of the services provided to
these populations are provided under Title XIX(medicaid). The type and length of
service is driven currently more by assessments made by members of the human services
profession. However, this is fast changing and soon most treatment services will be
defined and approved more by an uninvolved HMO representative. This requires service
agencies to learn the tools and process for effectively presenting their client’s service
needs which would allow a more defensible appeal process when HMOs deny services.
Even with the acquisition of this body of knowledge, social agencies will have to learn a
new way of doing business. Duration of services will be much more limited, the level of
staff approved for the provision of certain services will change and what will be
allowable reimbursable services and rates of reimbursement will be greatly altered. In
addition, the human service provider must move more towards a medical model with less
emphasis placed on the social elements. This transition will be even more exacting for
programs such as wrap around services and services to children in their own home.

Because a great percentage of the population receiving services from the public agencies
is African American, the above changes will have a significant impact upon this
community. It, therefore, behooves the African American professionals involved in the
delivery of these services to become more visible participants on the issue of managed
care. While there may be many ways in which this involvement can occur, the arena of
Education and Advocacy are most critical.



Education

African Americans: [t is critical that African American health and human services
community begin to form groups who can start educating the African American consumer
about the economic and service issues of managed care. There needs to be education
about how to select a provider. how the process truly works, what are some key questions
to ask any HMO entity actively soliciting their membership, and to be clear on what. if
any, service limitations may exist. There is also the need to find some method for
educating the African American professional about the economic opportunities as well as
difficulties inherent in the managed care system.

Human Services Systems: As to the human services provider, there is clearly a need for
this body to begin to form training groups for developing the knowledge and expertise in
the development of treatment plans and medical services request that are explicit in:
diagnosis, service objectives, outcomes and service time frames. Attention must be given
to staff qualifications and the justification of specific personnel for all service functions.

\d Activi

The African American community and particularly the human services providers must
become involved in knowing what are the plans for managed care in their community. A
primary area of focus must be their legislative body, because it is in this body where
many of the rules of the game are established. This is particularly true for systems
involved with the medical assistance program. While there is little to no possibility of
stopping the move to managed care, there is the ability to ensure that certain safe guards
are put in place. Specifically, there can be the requirement that all managed care systems
have medical providers that reflect the racial composition of the area and population
served. Standards of availability and accessibility can be required, as well as establishing
of clear and fair appeal procedures. There is also the ability to have certain in-patient
services, particularly child welfare services, excluded from the set capitation payment
process. This exception probably will have, however, more restrictions placed upon it as
the managed care system matures and government moves for further cost controls and
savings.

Options

Services Consortiums

In the managed care environment it will be increasingly more difficult for the lone humman
services agency to survive. Moreover, the fact that the authorization for psycho/social
services will be more in the hands of the managed care organization, places the quality
and quantity of services in jeopardy. As a means of minimizing the impact, there is the
need for diverse human service agencies to come together and form service consortiums.
Such a move has the ability to provide clients with a comprehensive continuum of care.



and allow the agencies to be more cost efficient by defining a set rate for services. Greater
efficiencies can be realized if there is a coordinated continuum of care and a sharing and
consideration of certain administrative functions.

Managed care provider

A daring but creative approach is to join in the managed care environment by becoming a
primary provider for a managed care system. This option is especially viable for our service
agencies that provide behavioral health services. As a provider, the agency becomes an
approved service group and receives a monthly capitation rate for all enrolled members or
some other set fiscal arrangement. The capitation payment is attached to each enrolled user
and is not related to level of usage but by mere enrollment of the consumer. The

advantages to the provider option are: guarantee of customers, control over quality and

quantity of services, and a guaranteed level of funding. This set level of funding also has
the potential for being a high risk factor. Should a provider have a preponderance of

customers with illnesses that require frequent and protracted treatment, then there is
the potential for the cost to exceed the monthly capitation rate. There are, however,
means by which a provider could design its methods of service delivery and administrative
oversight to minimize these risk. In fact in some ways it may move agencies to be willing to
move away from the traditional one on one service modality or the more conservative
treatment methods, to increasing their willingness to take risk, experiment and be more
creative. It will also move agencies to begin to evaluate cost factors and create more
effective oversight and quality assurance within their programs.

In an analysis of the issue associate with managed care and its relationship to the human
services community, it is clear that the group must become more proactive in their
involvement.

Whether a National Organization such as BACW, CWLA or FSA becomes an HMO, or
another route is taken, it is clear that agencies must begin to map out strategies for ensuring
their survival in this new environment.



Issues in
_ Child Welfare

Managed Care an
Child Welfare

Will it work?

By Tracey Feild

here 15 an undeniable surge of support tor

managed care as a quick fix for a range ot

publichuman service problems. Child welfare

I¥ one area of human services that has had its
share of problems—problems that seem to overwhelm
the svstem and that help put child weltare in a position
to become "managed. ” Child welfare is moving inevita-
bly toward managed care tor several reasons.

The child welfare svstem is seen as broken and in
need of fixing. The myriad of class-action lawsuits and
service integration and svstem retorm initiatives in the
Past 10 vears attest to the "broken” state of child welfare.
Lawsuits in both child welfare and juventle corrections
Assertarange ot problems throughout the svstem. focus-
INg considerable attention on the quality of care and the
length of stav for children placed in out-of-home care.
Remarkably although most of these lawsuits have re-
ulted in significantly increased resources for child wel-
fare. most of the atfected svstems are still plagued with
problems—in some instances. problems that have plain-
tatfs attornevs threatening contempt actions.

Service integration and reforms have been developed
derasssvstems within local jurisdictions and within en-
tire states. or thev have tocused on single svstems while
tempting to address the continuum of care. Some have
been <upported financially and technicallv with gener-
Cus foundation grants. But although a few of these inj-
tatives have produced interesting and promising
fervice delivery alternatives, none have resulted in con-
*enzus that the child welfare svstem is “fixed” or can be
fived through any particular approach.

Changes in federal funding will force more disci-
pline on the system. [nevitably, federal funding for
child welfare will change in the next couple of vears, and
~tates will undertake a greater share of the costs. And
although the federal government may reduce federal
requirements, most states have codified tederal child
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welfare statutes apnd wil have difficulty remon g these

requirements. even if thev should want v do <o 5.
states begin to adjust to federal runding changes. chyd
welfare will not be the only area affected Srateswiif 1leys
teel the impact on income maintenance and Medicod.
ANy ertorts to otfset federal tunding throuvh <rate or
local revenues undoubted!v will atfect rtunding qvay! 3hle
tor child welfare.

As tunding changes, child welfare managers will by ¢
to develop wavs of rationing services while <t Drote -
ing children. In the past, family preservation program
have been cut in favor of foster and residential care: St
the services being cut are relativelyv inexpensive. <o there
are few savings. In lieu of cutting familv preservation
programs, taking percentage cuts across all providers.
or curting m\'estigam'e or toster care statf. Zood manace-
ers will attempt to find areas that can be cut without se-
riously impairing the program. Overuse of residential
careisanobvious target in most junisdictions. One ot the
best wavs to control overuse is through managed care

Managed care is becoming widespread for Medicaid
clients. Most states are developing primarv-care
managed-care svstems for Medicaid clients. many ot
these managed-care svstems include behavieral health
care as well. Managed care is generally perceived as suc-
cesstul in curtailing the rate of growth in Medicaid ex-
penditures. In manv states, managed care has been
implemented for child welfare clients through other ~er-
vice svstems, mostly primaryv care or behavioral health

services.

[n a managed-care svstem, the child welfare worker 1«
responsible for making sure that clients get what thev
need but has little power in the decision-making proc-
ess. No longer can the worker simply take the client to
the appropriate provider and authorize treatment. The
worker serves primarily as an advocate for services
rather than as the authorizing agent.

NATIONAL CLEARINGHOUSE CN CHILD
ABUBE AND NEGLECT INFORMATION







One soiution to the dilemma of control oy er Service
Authorization is for the child welfare svstem itself to pav
for the ervices: then no approval from managed-care
Satekeepers would be required. This alternativ e, o -
cter requires that the child welfare svatem forgo Med-
ward  reirbursement on the purchased.
Althougch the EMperiance or this Jecision mav chanee
under a Medicard block crant. it s a costhy decision un-

~ory jles

derthe currententtlement provram,

Where managed care under Medicnd s being imple-
mented ona large scale there 1= tremendous commit-
Ment to its sucvess Good news about its success nlls
pres: releases. thus ensuring continued and wrowine
support. Child welfare is ikely to be pulled into man-
aged care as legislators and zovernors ask [f managed
care works in Medicaid, why can't 1t work in child
welfare?

Managed care is seen as the solution to out-of-
control human service budgets. While managed care
has become popular, if not mandatorv. under Medicaid,
it 1s becoming the solution ot choice for controlling hu-
man service budeets. After Medicard, child weltare is
considered one or the maost out-ot-control item in manv
state human service budgets. After some gains in con-
trolling the foster care population 1n the mid-1980s—axs
a result of the Adoption Assistance and Child Welfare
Act of 1930—the costs of out-of-home care tor chijdren
and vouth with special needs have soared

Private child welfare providers are developing
managed-care systems for other payers. Although
children’s mental health. child welfare, and juvenile cor-
rections otten are located in separate state or local pub-
hic agencies, the private agencies serving children,
vouth. and tamilies often serve all three groups of clients
and are paid bv all three svstems. Many private child
welfare providers already have begun planning for or
implementing managed care through the mental health
svstem. Since it makes sense for them to design a system
ot care that serves all clientele, many private providers
are beginning to approach child welfare agencies with
proposals for managed care. Through provider associa-
tions and professional organizations, information, tech-
nical asaistance, and actual experience on how to
undertake managed care are becoming increasinglv
available. There wili be tremendous pressure from pri-
vate providers over the next several vears to privatize
~egments ot the child welfare svstem.

How Does Child Welfare Differ from
Other Systems with Managed Care?

hild welfare differs in several fundamental
wavs from other fields that have implemented
managed care. Because of this, managed-care
models developed for child welfare will have

to be different as well.
The nature of child welfare. The primary and most
significant difference is the involuntary nature of child
weltare. Clients do not usually come to the child welfare
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Child welfare differs
in several fundamental
ways from other fields
that have implemented
managed care.

svitem looking ror help, unlike the o

primary health care <vstems. In those SRSICRIS S
looking for help want it badlv enouch o s A
their vwn behalf [t thev are sick they 2o o e
thev take prescribed medicine. it thev do not cor
thev go back to the doctor Patents’ IRTerests 0 e
ownwell-being motivate them to ade OCAte o therr o
behalt.

Child welfare clients do not usuallv COMY 1O e -
tem looking ror help. Once in the SVStem e crtee o
resistant, it not hostile. to the help that i~ orrered. £u -
ther. thev do not have the opportunite to derermien
when thevare “well” and no lonver in Need or susrem
mterventions. Inract. child welfare intert ention- may be
tmposed on unwilling families by the courts or coice

The goals of child welfare. Another segnihcant Qi
ence between the child welfare svstem and other < -
tems that have implemented managed care 1~ -
overniding woals of protection and permanence 1o .

these goals attect the treatment process. Child woiso-o
cases are opened because the svstem assesses g throat o
the child’s well-being. The factors that contribute to ik

assessment include family, household. and communit
considerations. Unlike other svstems. the goal or the in-
tervention involves more than stabilization or Improves
ment in the child’s individual level of functionine. The
child weltare svstem concerns itself with the entire ram-
ily environment in which the child will grow and Je-
velop. The impact of this mandate 1s that the familv i
critical to the intervention provided to the child. Further
the interventions provided to the parents mav be criti-
cal to. or may be the onlv intervention provided on be-
half of. the child. In some instances. the intervention
provided to the child cannot be undertaken apart rrom
the intervention provided to the parent.

The goal of permanency, which 1s tundamental to the
child welfare system. results in case decisions that might
be foreign to the mental health svstem. The child weltare
worker must look at the long-range relationship be-
tween the parent and child and decide how best to main-
tain or strengthen that relationship until the age or
majority. For example. a child welfare worker w1l place
value on leaving the child in the home for treatment to
ensure parental involvement and “connectedness * with
the child. versus removing the child to an alternatis o
setting—even when that alternative mav be an easier
treatment setting for the child—if the worker believes



that the parent<” involvement would otherwise wane
Such g dedision results from the overriding goal ot per-
Manendy ror the civtld

Converseis e ciild mav have to be removed from
Dot her bee i e
2 i_f*.. Further. e cindd may not return home until the

sk radtors wathin the home are reduced. Under these
JITcumsLInes criman needs mav be inter-
ventions provided o the parents. Recalcrtrant. hostile.
or uncooperative parent: mav prolony the intervention
required ror a seeminghy simple problem.

When parents are not available to the child. the woal
of the svstem 1> to find parents or an otherwise suitable
and permanent living arrangement that will offer appro-
priate interventions. superyision, and guidance until the
child reaches adulthood. This responsibiliey 15 tar
broader than any role defined in other svstems where
managed care has been implemented. Although both
primary health care and mental health mav require in-
volvement by parents or other ramily members in the
treatment process. this involvement is usuallv adjunct to
the intervention provided to the child.

The state’s role. Another major ditference between
the child weltare svstem and others that have impie-
mented managed care is the impact.ot the state's role as
parent. which demands consideration ot ethical issues.
[nboth the primary health and mental health public svs-
tems, professionals maintain the right to retuse an ex-
pensive treatment if the client is a poor candidate ror
success. Frail,ill or aged clients may not be given or pri-
oritized tor organ tran~plants resistant clients will not
be gitven substance abuse treatment.

Each svstem has procedures tor assessing a client’s
Likelihood of successtul completion of treatment, thus
allowing the svstem to undertake a cost-benefit analvsis
of providing the treatment to that client: Is the client
likelv to get better as a result of the intervention. thus
making the expenditure ot scarce resources on that cli-
ent worthwhile? If the answer is no, the intervention
mav be dented or placed at such a low priority that it
never will be provided. This procedure is a kind of triage
and is otherwise known as the rationing of scarce re-
sources. This rationing process occurs within all human
services. including primary health care. Rationing can
become controversial, however, when it results in with-
holding treatment from clients in need.

The mental health svstem alwavs has viewed itself as
avoluntary service svstem—that is, clients must ask tor
services. Because ot scarce resources, the mental health
svstem abwavs has been able to prioritize services.” Un-
der managed mental health, clinical protmol: are the
guidelines used to determine who qualifies for the vari-
ous tvpes of services based on svmptoms. These proto-
cols mav include criteria that exclude clients in need as
well. For example. a child’s symptoms could meet all of
the clinical criteria for acceptance into the service but fail
to meet other related mandatory criteria. which would
result in the child being rejected for that service. Ex-

TR0t harm s deemed to be too

e child -

Rationing can become
controversial when it
results in withholding
treatment from clients
in need.

amptles of other related criteria commoniy 1w
havioral health managed care include

o famiyv members ora guardian wll commes o
necesary evaluations and iredtments i i
condition of admussion and continuiry <o

s the dizcharge residence 1= known acthe =
admission,

¢ the client is amenable to treatment and a. O
the need ror treatment. and

¢ the child’s behavior will rit woithin the treae-
ment milieu.

[n the child welfare svstem. the concept or custod:
means that the state is acting as the parent on cither o
temporary or a permanent basis. The - St~
swamped with adolescents whaose emotiona and e -
ioral problems are severe and for whom the ks,
ot successtul “recoverv.” however defined o
costly residential treatment is either unknown or fos
Part ot the ¢child's poor prognosis mav be due to the
willingness ot familv members to PArfidipate 1
treatment process, the failure or the child o AcCent e
need tor treatment, the child’s behavior. or the paren:-
refusal to care tor the child after treatment =ome o
these problems also mav be caused bv the child = long-
term involvement in the child welfare sy stem.

Althougzh the mental health svstem may retuse to e
these vouth based on a set ot mandatory conditions. -t
would be unethical in the child weltare sUstem to refiise
treatment to a child because ot doubt that the trearmens:
would be effective. The state as parent must seck and
pav ror treatment tor a child in need. recardless ot rhat
child’s potential for recoverv. There can be no raticening
of resources that excludes a child because he or ~he i~
“too sick” or does not have the famuly characteristics or
children who benetfit from treatment. The child weltare
tield does not accept the premise that some children
mav be bevond help.

Control over conditions and interventions. A tinul
difference between child weltare and other sy stems that
have implemented managed care1s the degree ot control
over conditions and interventions. Child weltare prob-
lems are rooted in social problems—poverty, unemplhos -
ment, poor education. adolescent pregnancy. druws and
neighborhood violence. The conditions that resuit m
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CEMERIINE AN Cretessionals. A Cield el are proplem,

N he cther Mand, s recure Juld weliare CNDUT N

SN SDediis s G g

edict Sovdiabists o ohentay .
FAIZC OF OIeT Profosionais, maluding cducaror andg
~odial service workers rrom NOUSING experts o home-
maker<, The abrirey or waillhingness of the Nneeded ranve
srpreressionals to understand and treat their ~Cednalties
withi the context ora broader et ot protlems and child
weltare voals orten is limited. as cach specialist privri-
fzes i or her own professional coals. Moreoy or the
child welrare worker often must deal with g jus engle
judge whose assessment ot the rroblems and necded
Interventions mav be verv difterent and who ma order
sPedihic nterventons regardless or diagnostic ey idence
Presented by the worker.

Can Managed Care
Benefit Child Welfare?

he nature or the child welfare svstem compli-

cates and changes how managed care must be

vonceptualized and designed to meet the

needs of the client population. Child welfare
managed care should not simplyv follow the path of man-
aged care in primary or behavioral health care Certainiv
there will be pressure merely to adapt existing
Managed-care svstems without concern tor the unigue
clements of child weltare. This approach. however. s
nothikelv to serve the best interests of children and fami-
fies or the child welfare svitem itself,

Understanding the nuances of the child welfare svs-
tem will be paramount to undertaking this design effort.
Managed-care companies hoping to expand into child
welfare will not be able to relv solelv on their primary
and behavioral health eyperience in the development
process.

The rield of child welfare requires an entirelv new
sonceptualization of managed care, including a clear
delineation of goals. Policvmakers mav regard managed
LITeds @ means to harness spiraling costs, but managed
care can have different, more programmatically positive
soals within the context of child welfare. Designing
manayged care for chuld welfare should begin with iden-
tirving weaknesses in the current svstem that can be
addressed through managed care.

Responsibility. In the current svstem. the major plav-
ers—private service providers—do not have and there-
fore do not take responsibility tor how the svstem
Qaperates. [n most states, private child-caring agencies
provide a substantial portion of the care and services to
tamilies involved in the child welfare system. Most of
these are voluntary agencies that raise some of the funds
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Child welfare
managed care
should notsimply
follow the path

of managed care
In primary or
behavioral

health care.

thev tse to provide care o pubiic chdd et L
These providers are es-entjal 1o the <vatem vor - S~
~tates, the Prisate seCtoris viewed not g4 partrer e e
service delivery process, but a« o Tesource oy
Portorthe current <vstem. there ire wo ron ST RN
setemoverwoiich the child soelfare wreer e
thoritv—rthe schools. the courts, and edicar s e
tal health professionals. ror eNample—rha:
understand a worker s reluctance ro fakevena

Netertheless, when tragedyv occurs 10 the o
rare s\ stem, as it occasionally and mevitapls
sVstem stands alone and otten is charced wieh
behind confidentiality to cover Mcompetence o
several child welfare class-action law<ui- Thro oo
the countrv, private child-caring agencies »on .
vided some of the most damaging restimony goq, e -
public svstem Justified or not, in many areds oo
country there is little contidence i the public ~v e
Partnering with the PTivate seCtor in a reasonablic o -
could serve to build or restore confidence in the pueiie
svstem by <eparating direct service rrom Oversiviht I
this wav, responsibility tor the svstem's actions coul
shared.

Fiscal incentives. The current svstern has nnancial
incentives to keep children in placement rather than -
turn them home as quicklv as possible. Private rosidon-
tiat child-caring agencies traditionally are paid per diem
rates tor each child in care. Regardless ot how the rares
are determined, there is often little incentive burlr g
the rate structure to serve the most ditficult children Ir
a ditticult ¢hild requires more care than the averase
child within that program, it s il] cost the provider more
to serve that child. And if a child 1s relativelv easv o
serve within a rate categorv, the provider has an incen-
tive to keep the child in care—the bed s tiflled. and the
costs are low relative to what thev might be with 1 more
ditticult child. If the bed is empty. there is no reimburec-
ment. Reducing the level of service provided to ane
child because his or her level of tunctioning improves
means a reduction in the pavment.

Al of these factors serve as incentives to keep children
in high levels of care. Added to these perverse financial
Incentives is the tendency for public agency workers oo




thus fcnoring ~table
[he result i g sv<gem thar s hkely to bhave
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e R ST chere Is ditie se e o emypincaiy hink
SUMPIOM S s eses mntertentions and outcomes. In

TUMAT CSUSTCIML BTG PO lesser entent,
e et seremt chere s at least ceneral
sotvement recarding suimproms. diagnoses, treatments.
and evpected cutcomes In cild weltare. e relotions-
Shipsamens symproms diagnoses—used in the gencral

~eNses 0TI et rende to ~peciic mental health or meds-
~uc codess interventions: and outcomes are
muras atoest. The intervention needed to “cure ™ a child
weeltare problem = notabwavs clear. The svstem has de-
cefoped a limited setofinterventions that are offered to
address mostidentitied problems. Frequently, these in-
rerventions are offered based more on availability than
on demonstrated need

The diagnostic process in child welfare has not been
well develored and has rocused on risk assessment—
the rizk or future harm—and ramilv assessment or prob-
lem identification. Some ot the instruments developed
*equlre highlv trained staff to exerdise professional judz-
mentin completing them. This can be problematic when
the nerchborhoods and regions with the highest
caseloads and the most serious child welfare problems
are more hikelv to be statted with the least-experienced.
least-trained workers. Further. staft otten are not com-
petent to diagnose some ot the more serious emotional
problems common within the child welfare svstem
todav.

Exacerbating or perhaps underlving the problem ot
dlagnoestic capabilityin child w elfare is the lack of evalu-
ative data linking sv mptoms diagnoses, interventions,
and outcomes. Unlike primary health care. and to some
extent the mental health field, child welfare has verv
[imited. if anv, vutcome data. Part of the reason for this
Jdearth ot outcome data s a lack of consensus within the
field regarding outcome indicators or measures. There
nave been tew long-term studies of the effects of various
mterventions on tamily or child functioning or on child
~aretv. Rewardless of efforts to treat child abuse and un-
Jerstand what interventions lead to successful out-
comes. chincal research and evaluation is extremelyv
himuted. [n child welfare. the relationships among svmp-
toms, diagnoses, interventions, and outcomes are mea-
sured anecdotally rather than empirically. The result is
adecision-making process that relies on what interven-
tions are available. since it is not alwavs clear what is
needed

This problem is one of the biggest impediments to the
image of child weltare. Child welfare professionals sim-
ply do not have svstematic evidence that the services
thev prov ide do anv good. Without this evidence, the
vstem is >u>gept1ble to attack at every budget hearing
and-unanticipated tamily tragedy.

cal draen

Those considering

must clarify whether
“saving monev”
spending less than is
currentlv spent or
curtailing the growth
in expenditures.

Ltilization data are tracmiented o e
primary-care and menaal besith < <rene
data essential to developing capiraned ras
avatlable and relativelv accurate This o~ e
form and Jdetailed bitling requiIremens o sy
program. [n child welfare -howevor <oarons o
Ment 1< Net Unitorm across -ar
fravmented woithin a ~tate.

data orten are Keprt separateis rmom ~ervie O
Jdata. Further. it is not unusual ror conirace- —0 e
based on costs rather than ~ervice uiris oo 0y
dividual clients. Developing utilizazon Patterite T

and costs based on per-client units o ~ervice o
therefore becomes nearlv mpessipie Wb
data, managers often nnd 1t dirticuit oo
many clients received what services at oo o~
over what pertod ot time. Leaislators orres

weltare as a large black boxv into which milhoes oo o
lars tlow but from which emerces only g vers soroe

picture ot what happens to the money
Each ot these areas can and must be addres-cd o
weltare it managed care 1s to be implemented. Yoan

ing each ot these four areas would serve the freld cr o
welfare well, regardless of the success or manaced Co

in saving dollars.

Can Managed Child Welfare

Save Money?
tate and local public child weltare admini-:
studving managed care are doimng ~o erimae

due to budgetary concerns Their budaers ooe-
: gL
pating the effect ot federal changes on ther bud 2o

been cut or are about to be cut. or they are

F\‘r NG T‘?."J‘;' \i ST

Managed care has been touted as the wav to bring &

man service budgets under control.

managed child weltare

means

But other than sio~

portions ot child welfare services that have tallen ur o

behavioral-health managed care, or verv timited =

projects. there is no real evidence that manaved core .

save monev in child welfare. Further. those consiver
managed child welfare must clartty whether <
monev”’
urtmlmg the growth in expenditures. Obv ol
tormer is a more formidable woal.
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Four competing factors within the current ~istem
will artect whether managed child welfare can save
money. Each state—and each county wothin Counts -
administered <vstems—uwall have to werch its posion
relative to each ractor to vauge the potential for savings.,

Current utilization of high-cost residential place-
ments. The cledarest cost-saving mechanism in managed
care is reducing hivh-cost placement davs Once child
welfare dgencres race 1 n=cal incentive to reduce the
level ot care or the length or <tav, thev move children
nome or ro less-costly placements Jurisdictions with
larce numbers of children in high-cost residential place-
ments could save money under managed care. Jurisdic-
tions that alreadyv have made sicniticant efforts to
reduce these placements will see tewer. if anv, cavings.

Currentlevel of underserving children and families.
[n many junisdictions, large numbers or clients do not
Zet needed services because of funding limitations.
Caseworkers do not bother to assess the need for ser-
vices that thev know are not available Under manayed
vare, service provision would be based on clinical pro-
tocols without rehiance on waiting lists to ration re-
sources. To the extent that these protocols define a level
of service that heretotore has not been provided, costs
will increase under managed care.

Level of current provider pavments. The donation ot
a portion ot the cost ot care, virtually nonexistent in pri-
marv or mental health, 1s common in the child weltare
svstem among voluntary, not-tfor-protit agencies.” If cur-
rent provider pavment levels are so low that the cost of
care is substantially subsidized by the private sector,
there will be less potential for saving money under man-
aged care.

Effect of the screening and investigation process on
caseload size. Currentlv in most child welfare agencies.
there 15 an intormal relationship between the screening
and investigation process and caseload size. When in-
take increases, screening and investigatorv staff “con-
trol” intake informally by applving stricter standards tor
vases toinvestigate and cases to open. This mav be done
consciously or unconsciously, without a change in the
formal intake criteria—ust a subtle change in how staft
may “read” the situation. Nevertheless, this shift serves
mtormally to control the caseload size. The number of
phone reports not investigated or the number of cases
not opened as a result or these informal controls is un-
known and likelv varies from agency to agency and
from statf to staff." 7

~hould a child welfare system privatize its ongoing
caseload through managed care while still undertaking
the investigation tunction. the public AgEeNCy screening
and nvestigatory statf would have considerably less
concern about the size ot the caseload. Private agency
~tatt. paid out of someone else's budget. would address
ongoing cases. Under this scenario, coworkers would
not feel the impact of opening a higher percentage ot
investigated cases. Hence, more cases likely would be
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The development of
child welfare managed
care cannot be simplyv an
extension of Medicaid or
ll behavioral-health

. ' managed care.

vpened Theestentor this phenomenon -
oprobably best estimared at the local i Cre

Additionallv. there are s number ot R AT S SR PR SN
care design decisions. including the DI T
mentation on the <ize and respon~ibilite or oo
aency start, that wall afrect the ability of mrange s
0 Rave monev {or a <\ stem.

hild welfare and manaved care can e o o
iole 1t the concepts and technolowres s
aged care are connivured to
umgue qualities and respon~ibi
weltare. The development or child . elr
care cannot be simplv an extension or Medicaid o .-
havioral-health managed care. The child v eltare < <o
requires a reconceptualization and rede~an or masae,
care to meet its needs and responsibilities. This < orore
will require the collective thinking ot child w ofrire = o
Jsementand line statf in both the public and e -
sectors. The complexity of the 1saues is hkely 2o e -
more time and energy than most states mav be ww o
to allow Since it is quite possible that the deciaim s
implement child weltare manaced care MAV O
out the input. support, or concurrence ot public cmid
welfare administrators, it is crucial that this plonnge -
begin immediatelv. Whether child welfare maniced
care will produce savings is unknown. but any crrort
signiticantly change the svstem through managed Care
for the purpose of cost savings should be accempaniced
by an ettort to improve the svstem. If the onl Durpose
of implementing managed care is to cut costs. there are
easier wavs for the svstem to accomplish that woal Man-
aged care is a significant enough svstem change thar i
should not be undertaken unless its underlving coal ara
intent is to achieve an overall improvement in the ohi
welfare svstem. Py

Tracey Ferd s a partner at Hie Distituee for Hiaeas S0
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L. The vorcern ouer the rate of zrowh n
Tes N33 peen -
cressed 1w r Human Ses 3
Management v chiid welfare sdministrarors
raroushout o 0
edislative and qucernaroriai ore
rol groweh

I For a discussion or cost ard service
rrends noroster Jare over nme. see House
Commitzee on Wavs and Means, 1292 Green
ook iWashingron, D.C. 1992; 269932
3. Althougn the mental nealth svsrem tra-
dinonallv has prionitized chents based on es-
tablished criterra. the svstem s legal ability o
do so changed ‘or Medicaid-elizible children
under the Omrnibus Reconcihiation Actor 1989
tOBRA 1989, This law required that ail ser- -
vices deemed necessary for Medicaid-eligible
children must be provided. Tais eliminated
states ability o refuse to serve clients or to
place them on inderinite waiting Lsts ror ser-
vices The requirements of OBRA 1959 have
Aot 2een fullv recognized and :mplemented
i all states Where thev have been mple-
mented. some states have restricted services
by narrowlv defining medical necessity. The
status of these requirements 15 uncertain un-
der the proposed Medicaid block grants

1 Thisis also due to federal requirements
ror the development of Medicaid manage-
ment intormation svstems and to the avail-
abilitv of enhanced tederal tunding to pav for |
thetr development. which has been avaifable |
in the Medicaid program for over a decade.
Similar mandates for child weifare. along
with enhanced federal funding, have only
been made avaiable within the last three
vears

3. This s a true donation to the cost ot care.
supported by endowment and acuve rund-
faising etforts, not merely a forgoing of prot-
1ts that mav occur among medical providers.
Noris this denation a Medicaid retinancing
scheme. such as the provider tax imposed on
medical providers in manv states in the last
several vears but now forbidden by the Med-
waid program. [n many states. provider dona-
Hons van be as much as 20 to 30 percent of the
tost of care. Child welfare 1s one of the few
rields in which there often 1s some expectation
that providers contribute to the cost of the ser-
+1ce they provide.

n. This observation 1s based on the
ruthor’s conversations with administrators
and supervisors over the vears.

ld weirare s
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Goerge, Wulczyn, &

Har

15 adapted from Robert M.
Goerge. Fred H Wulczvn. and Allen Harden,
Fosrer Care Dunanuds 1983-1992 4 Rerort ot
the Mudtistate Foster Cxge Data Archive (Chy-
cago Chapin Hall Cente fpr Children, 1994).
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I The databases of Missour and Fiorda
diready have oeen added Comparitite Jata
on al ceven sPares wij] be teattred (o oorih-
SOMINY ArChve cobiicanons
S Imaddinon o the varianles thatsorm the
archive’s
Other Jdata contributed Hyv cme
CAN0e Used it gy Aty O.!. resedrdn ~tudes

+ Excepreor California and Tevas datain
s recrion of the article are raken Jirectls
from the archive tor each sear rrom 1951 co
492 Data from Tevas >p-3'n the vears (9
1992, whereas the Caiifornia data cot s 193%-
1992 For Tenas and Califormia ~e drew
vedar-end census counts irom internal agency
tallies tor the vears preceding archive dara
avarlability: These extended sources present
onecomplete five-state ime series rar the full
t-vear period. In subsequent tables and fig-
ures.oniy those data maintained as part of the
archive are presented.
> Qur studv probably underestimates che
total efrect ot urban Caseioad zrowsth because
some urbanized areas—such as San Anronio,
Texas. and California’s 3an Francisco Bav
area—are classitied n the balance o the
state.” We selected the chosen countes in
consultation with our state coilaborators to
enabie us to examune the 1ssue of «w hether ros-
ter care trends are dominated by large cities
and the counties in which theyv are located.
Only in Texas was 1t clear that we had to
choose two because ot the impact thev both
had on the Texas foster care caseload.

o. In Texas. kinship placements are coded
In the same manner as other licensed toster
home placements. In Michigan. sinship place-
ments orten are identified. but no distinction
'S made between such placements arranged
through the state child weNare svstem and
others arranged through private agencies.

7. Inpart. the increase 15 attributable to rhe
large number of children already living with
relatives as toster children, who were not
counted as partof New York City's toster care
population. As a result ot a legal challenge.
the “preewisting” kinship caseigad was for-
mally recognized (n 1987 L

8. See Rubert M. Goerge. "Tha Reunifica-
tion Process in Substitute Care.” S&p:ar‘ Seriice
Rewtewr 54 (September 1990 422.437 and
Paul D. Allison. Event History Anaiuys,
sion ror Longirudonai Exont Data tNewbury |
Park. Calif: Sage Publications, 19844 “

9. see Goerge et al.. F 1
39—44, for a discussion ot the results of an '
analysis using proportional hazards models. i
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1 According to the Administration tor Chil-
dren. Youth, and Families. LS. Department
of Health and Human Services, Mav 9, 1996

2. According to the Indiana Family and So-
cial Services Admunistration FSSA), Bureay |
of Program Evaluation. Januarv 3. 1996, ’
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