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Message:

Attached is our response to Chris’ request for our priority concerns and a proposed
White House initiative. Please call if we can provide any additional information or answer
any questions you may have.

Thanks.
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MEMORANDUM
TO: Chris Jennings/Devorah Adler
Dan Mendelson/Jennifer
FROM: Dan Hawkins
DATE: November 7, 1998
RE: Proposal for FY 2000 Presidential Budget Initiative

Thanks to all of you for taking time from your obviously busy schedules to meet with Heather
and me on Tuesday I’'ve thought a good deal over the past couple of days about how best to
respond to your request for something that could be incorporated into the President’s FY 2000
budget request, and that would be consistent with our key policy priorities for next year.

As I mentioned to you during the meeting, our number one priority for 1999 will be to stop
the imminent loss of Medicaid revenues among Health Centers. The Medicaid FQHC payment
system is scheduled to be phased out beginning next October, and as enacted in last year’s BBA
forces Health Centers to confront revenue losses that are impossible to avoid or overcome through
greater efficiencies or cost-cutting. In FY 2000 alone, those revenue losses will exceed $50 million,
escalating to an estimated $500 million in FY 2004 — an amount that exceeds one-half of the federal

m onJ-appropriated funding for the Health Centers program. Unless the payment system is fixed, Health

2l

ters will be forced ¢ in (o) h workin i e over
that period. As Chris will confirm from our discussions over the past 2 years, we are not wedded to
the unfettered continuation of the old reasonable-cost payment system. However, we do believe that
any phase-out of that system must of necessity be accompanied by a replacement or alternative which
recognizes the Health Centers’ unique patient and service mix — something which is entirely lacking
in current law — and ensures that the Medicaid system pays its fair share for the care of Medicaid
patients,

Our second priority for next year will be to seek another increase in federal funding for
Health Centers, to allow them to reach out and serve more of the thousands of new uninsured people
seeking their care across the country. We are grateful for the extra $100 million provided by the
Congress this year, which will allow Health Centers to serve an additional 400,000 uninsured persons
in FY 1999. Yet, most Health Centers will sti// not have the resources they need to serve all the
uninsured who seek their care locally, even though they have added more than 1 million uninsured
to their patient rolls over the past 3 years. And while the new funding will help to establish new
Health Centers in some communities that are currently unserved, it is nowhere near enough to help
all communities in need (the new funding will support 50 new sites at most, whereas in 1997 nearly
250 applications were submitted and met all basic requirements for funding).
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In thinking about how these items might fit together thematically, I was struck by how much
sense it would make to propose a Primary Care Access Initigtive, one which calls for some key steps
to preserve and strengthen access to primary health care for the growing numbers of uninsured and
under-insured Americans. Such an initiative would be especially important now, as the burgeoning
uninsured population confronts a seriously reduced level of uncompensated care (thanks to the cost
pressures of commercial managed care), and during a period when (unfortunately) the Congress is
less likely to undertake further incremental coverage expansions. The initiative could consist of the
above two items:

i ™

* The Medlcald payment correction for Health Centers, ‘to ensure that any new
discretionary Health Center funding can be dedicated to expanding care for additional
uninsured persons and for other intended purposes, and will not have to be used to offset lost
Medicaid revenues due to the payment phase-out. | cayongdote ot

] A long-term investment in the Health Centers program, to support the provision of
comprehensive primary health care to more uninsured persons, both at current and — if you M
w1sh — at new service sites, as well as for other purposes you decide (for examplef"ﬁz iy

r ore rsons; illion would=se :F’:
?;( /‘I (_ r 300,000 people)} This could be proposed as the first of several such investments with the @
. goal of establishing primary care access points in most or all underserved communities over /a
l vzad ,’ a multi-year period, similar to the Administration’s recent successful Head Start expansion N
;,'}7 ‘ efforts). This investment could be linked to other Administration priorities, such as the racial g@cé
( F e disparities initiative or early literacy. It would also give you more locations where aggressive | ___ A

- Medicaid and CHIP enrollment would be done (while in Indiana this week, 1 learned thai”™
L Health Centers have provided more than one-third of all CHIP enrollment to date, even
through they make up less than 5 percent of all CHIP enrollment sites)* %’\" f\l—/‘al/;l/ Calte—~

4 L/IC aNns

I would also recommend that the initiative should include an investment in the National Health

Service Corps program, to ensure the availability of primary health care practitioners for many of the

new Health Center access points ($50 million wo ort a !

This step is particularly important for rural underserved communities, where many current Health

Centers have experienced severe difficulties in attempting to recruit physicians and other providers.

It would also help to reduce the need in underserved areas for foreign-bormn physicians under the J-1

visa waiver program, an issue of great concern to you and to us.

I hope that this responds appropriately to your request. I and my staff would be pleased to
assist you in any way we can on these matters. Please feel free to call me at (202) 659-8563.

Thanks again for your interest and concern for Health Centers and “for ‘the people and

communities they serve.
Q i~ AL )T 6

_____ 6 NE? 5’{'/*”0‘7\]

cC: Barbara Woolley
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. KEY STUDIES OF HEALTH CENTER EFFECTIVENESS

Several recent studies have found that Medicaid patients who regularly use health centers

provide care of equal or greater quality and cost significantly less than those who use other providers,
such as HMOs, hospital outpatient units or private physicians. For instance:

In Washington state in 1992, health center patients were found to be 36% less expensive for all
services than patients of other primary care providers and used 31% fewer emergency room
services';

In California in 1993, health center patients were 33% less expensive overall (controlling for
maternity services), and had 27% less total hospital costs;

In Maryland in 1993, health center patients had lowest total payments; lowest ambulatory visit
cost; lowest incidence of inpatient days and lowest inpatient day cost; health center patients
were one-third as likely as hospital outpatient unit patients to be admitted on an inpatient basis
and were half as likely to have unstable chronic medical diagnoses as patients of other
providers’;

In New York in 1994, health center patients were 22-30% less expensive overall, and had 41%
lower total inpatient costs; diabetics and asthmatics who were regular health center users had
62% and 44% lower inpatient costs, respectively®.

In Maryland in 1994 and 1995, two separate system-wide studies of thousands of Medicaid
patient medical records in Maryland found that:

- health centers consistently scored at or near the highest in 21 separate measures of
quality assessment, even though their costs of care were among the lowest of the

various provider types reviewed °; and

- health centers scored highest among all providers for the proportion of their pediatric
patients who had received preventive services, including immunizations®.

These findings are consistent with those from dozens of previous studies on the cost-

effectiveness and quality of care provided through the health center model, and in particular addressing
the health centers' demonstrated and historic savings to state Medicaid programs. Taken together,
these studies have found that:

Use of health centers led to lower utilization of more costly emergency rooms, ranging from
13 percent to 38 percent in the case of pediatric emergency room use, improved health
outcomes and lower incidence of chronic disease and disability.’

Health centers have reduced inpatient admission rates for their patients by anywhere from 22
percent to 67 percent, reduced the number of patients admitted per year and the length of stay
among those who were admitted.®

National Association of Community Health Centers. Inc.. Washington, DC 1998
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SUMMARY OF CHC COST-EFFECTIVENESS STUDIES

Hochheiser found that pediatric patients of 4 health centers in Rochester, NY, had 38% lower
hospitalization rates and fewer days than non-health-center-patients living in the same area (New
England Journal of Medicine, 1971)

Sparer and Anderson found that, for 6 health centers studied, the cost of care and cost per
registrant was comparable to that for prepaid group practices (New England Journal of Medicine,
1972)

Zwick found that the annual hospital use rate for patients of a CHC in Chicago was reduced from
1000 days/year to 750 days/year over 3 years (Milbank Memorial Fund Quarterly, 1972)

Davis and Schoen found that nationally:

o the cost of care at health centers in 1975 was $204, compared with $240 for other
providers (principally private physicians),

° the cost of hospital care was $65 lower for health center patients than for those served by
other providers,

o centers had reduced hospital admission rates by anywhere from 22% to 67%, as well as
the number of patients admitted and average lengths of stay, compared with patients of
other providers (Health and the War on Poverty, 1977)

Okada and Wan found that patients of at least 11 CHCs in § cities (Boston, Charleston, Atlanta,
Kansas City and Palo Alto) were hospitalized 34 % less often than users of private physicians or
hospital clinics (Public Health Reports, 1980)

Freeman compared hospitalization rates and emergency room use for patients of health centers
in 5 cities at two points in time (1969 and 1975), and found that hospitalization rates declined
44% and ER visits 37% over the period (Milbank Memorial Fund Quarterly, 1982)

JRB Associates found that Medicaid patients of more than 20 health centers in 4 states
(Colorado, Kentucky, Michigan and Minnesota) had 30% to 65 % lower hospitalization rates, 33 %
fewer annual hospital days per patient, and 12% to 48 % lower total Medicaid costs than a similar
group of non-health-center Medicaid patients (Final Report on Health Center Cost Effectiveness,
HHS, 1982)

Zuvekas found that the per capita cost of care at all U.S. health centers in 1988 was $183,
compared with $238 for all Americans below 200% of poverty, using the Lewin-VHI Health
Benefits Simulation Model (Journal of Ambulatory Care Management, 1990).

National Association of Community Health Centers, Inc.. Washington, DC 1998



Starfield found that Medicaid patients of 10 health centers in Maryland had the lowest total
costs, lowest cost per ambulatory visit, lowest incidence of hospital inpatient days and lowest
inpatient care costs, when compared with Medicaid patients of 106 private physicians and 19
hospital outpatient departments (Journal of the American Medical Asociation, 1994).

The Center for Health Policy Studies found that almost 23,000 Medicaid patients of 10 health
centers in California and New York were 22% to 33 % less expensive and had 27% to 63% lower
hospital care costs, than a stratified sample of more than 50,000 Medicaid recipients living in the
same communities who use other providers (Health Services Utilization and Costs to Medicaid of
AFCD Recipients in New York and California Served and Not Served by Selected Community
Health Centers, 1994)

National Association of Community Health Centers, Inc., Washington, DC 1998
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29 exc -:‘ e t'_':",' year a=d the alde:t, 24 months

o
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aid. To diffarenziz-a Setwaen cara grewiiad i th
{2t and second yeams of iz, R childrzz warg &-
vided into twe oups. Coildran wic war 11t 12
mezehs 0ld at tho end of tho atudy pecicd ey o2t
egozized as under szc yeor old, and thesa wic wers
13 to 24 months oid at the end of the study zerizd as
over ong year cid.

Twa measures of preventive cars wese (zidally se-
lected: well-cxild visitz and I mizadons. Clld-
mately, orly cze o toese measures, weil<zild visits,
proved to be meamingful Immmunizations could zct
be used beczuse data wers incsmalete, In Marvland,
local healty deperz=ents, whkics Iscaive vaccines
free, are alcwed 1o bill Medicaid for wail-child
clinic visits, bu: 30t for lmmunizatiozs. Conse-
quexztly, if a 222 was immunized during a wall-

czild 7isit to 1 logal heajth deparmment, the visit Sut
oot the im=mu=izaran was 'ﬂ:"”e_.:ed i thaglaims
data.

Defining wail-c2id visity witk Meadizzid claixm
datz requis iad ks ‘2'_:"'“"' of 2 vaZery 37 codes e
causa acspitzis, sZce-dased sracdoze, =2 ciinisg
billed tk:s prcgr= diferent ways. o iy srudy,
well-cnild visits varas dafized a8 a2y visis tilled
Medicaid undar =2 cuan: orecedusai sarmizelcgy
(C3T) codes =z .ve" cxild gcTeens, tha Madizaid
billing esdes ‘oz TPSCT mroviders, end ks ICD-S
Ciizmical ModiZzztizn cades o the "V ssmag (VIG,
VZ00, V201, Vzaz). Becausa _cac‘tal quizztiar

enrs 2 Marviang 4id =zt Bill Medizzid usiz

C2T ccdas, tha 7V codag were the mzjer sousza of ia-
formation availatis oo Medicaid claiz; o i=dizata
that 2 hoszitzl cuspacect deparmment had drovidsd
preventive Iz Failura te includa the V-czdes
wauid 1ave reduced ne esimate of grevenive vigits
by 31 percent. Usars of o Rospitals were axziuded
fram the study sopulation because these facilities
failad to use Ve-czdas ‘o distmmidsh wallcaild visits
fom otzer tyges of visits wheu. billizg Madicaid.
These users teprasent the 95 cases exciudad Jor In-
sufSziant daty as totad oz Taole 1.

ar?t da-

| Provider tvpes included hospital
outpatient departments, hospital
emergency rooms, orfice-based
physician practices, federafly qualified
health centers, and chiidren anc youth
canters.

A
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3i:3 warz usefu] o capturing some iz-
FSaven!ive Carg previded by offce-based

sa greciices scmatimes billed Meciz-
dZwis Zestan

V.codss
swozas s

—~comaiaas
d--ﬁ-—-—)-

1272 ZPT code for acute care be con-
jume<sz Wik am [C3-9 Vecoda o indicate that the
7i3il Was Ior zraventive cara. Thare was cazcern that
lemi zeaill deparzTants may bave provided weil-
cxild wisils witkcut hilling Madicaid. Afar con-
c..;:"_-.; sezsi¥ivity lests, as well 23 discussing this

as3izulisy wilk loczl deaith depart=ents, it was czn-
:.‘.:‘..e: =2zl ccusrence of suck ao svent was in-

Th= =eaacse af well-child cars selacted for this
stady was t2a2 occusTancs of one or =ors well-child
sl duzing the csurve of TY 1887, This s a =ini-

malsmzdasd, ix Uzt of the reccmmendations of the
Amerizaz Azadsrmy of Pediamics, calling Zor six vis-
f3 iz t22 Izt 12 =ontks of lifa and twaq visits Se-
TwEas le ages o: 22 and 24 =ont=s.? The mizisal
223 o7 =orToweil-zaild wigits standard was selecied
teczuzz lniszmafon for exarmining this standard was
availzziz iz b2 am=val apalysis fles and would are-
72 £ simpie Zenitaning strategy that the Medicaid
£rograz sowid rapiizata with lisited rescurces o
ezgoing tasis. .

Iudzly, someidaraBoxn was givem tg tha gosstbility
af devaigning 2 stacialized a.m.lys.z Zle that would
allcw Zararmizacicz of hew closely 3 mecam=azdad

AND Paacm=/Sramic 1988

schsdula fcx weil-caild care was beizg foilowad.

Tiis appreact was refected o saveral reascss. As
discussed aarifer, the va.r::/ of zodes usaed by 4iffzr-

ex: provider fypes and the izczmgleteness of =

mézaticz data made it impessibia 'o determize ths
exac: centert of visils. In addition, despita wide-
spreszd agreev-an: -egar:"u-.v the geperal valua of
wall-czild cars, thers {3 nc consensus on the ogd-

muw= 2u=ber of weil-child isits, nor i thers mucz
{nfzr=aton available on tha cost-effaciivecess of
this type of szra. I light cf *2ess consideraticns, =3
acdsd valus to Medicaid of increasing the specilcity
of datz on weil-child visits would not suficienciy
cf-set tte time and cost requized to creats o speciai-
ized Ile. In sssanca, tha n:ajo. objectve was tc <o-
veisp indicaers af well-c2ild care that weuld Se
sizzle and izexzersive to repiizate anzually,

Summary of Xey Findlngs

Of tha 7,247 ATDC coazou usly anmoilad cxil-

iren, 24 mcanths ald ar yeunger wha werz act o
EMCs (Tatle 1), sight gercent had made no amowlz-
tory visits for sither sick- or well-child care (Tasia 2).
Twenty-fous parcent had :nada = wall-child visis
dusizg FY 1887 (Table 3). Those wiz wers 11
menths cid crveunger ware :1:::’."::.11 y meorellnaly
then ‘bese Berveen 13 and 24 montds old fg zave

Tazia 2
Parcanizge of ancailed children® by tha aczurrenca of at least sn= amoulatery visit” By age®, Maryland vecicaig,
AFSCY, flsca) vear 1237
Age’
Total S 24 montks Uzcer 1 year Over 1 vear
A==czlatary
wisit! i3 1387 Number Percantage Number Perceniags Number Percaztage
Ne 357 7.7 43 4.3 12 8.2
Yas €.650 §2.3 ac3 §5.5 5,724 g3
Tz 7,247 1Ca.0 1.0C% plotefied 4.248 1€3.3
Ti= 37
o< d.001

*Colldgn wia wers tzztouqusly entailed (o Madicid dusisg FY 1987, wars 1g9d 11-24 months at s end of Y 1537, and wes= =2t

S szmsilaen.
L

ferg - ":.l-'*ad D ““‘SB ul

‘Cidres iz tke “Uzder ¢ Yaar” and “Cvar 1 Yeas” culaggries wers, r2scostiveiy, 11~12 3anels acd 12
r‘/ .- I.

t AT ..C Alda 74.. ..as with Qacoadant Catldrm.

Scwrom Staws of Mo

o3 wvers coa=tad as ..a.vuq =z bulx::"j vidt If they visited 12 0fSca-based sractica, amms

4 Devort=mant of Health 12d Mntal ‘{ygtm Tawg fom ihg

7 (OO=, cutvatisat ..aca:""v:'

wlaticos were toa 195 chi]dson wha =ade o*"' 1 wall-czuld #Aail 2o 1 loeal Doaik d.mu'_.am

~24 mantes old & the el of

sviand Medicaid Maznszoment [nfomatize

Sysiamr daz daveics ~ad 3y cha Palicy 1=d Heaith Statisdss Adminigmdac,
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Table 3
Ferc niage cf anroflac <hiicron® Ty e cczurrence of at least one well-child visit' by 333°, Maryiand acicaid,
ZCY, fiscal vear 1987
Ag?’
Totai 24 zoaths Under 1 year . Over @ rear
Well.child visit’ :
iz FY 1937 Numses Serceptage Nurzher Percentage Nu=msaer Percontase
No 174 2.7 168 18.8 1343 24.3
Yas 3,338 78.3 a3s T 834 4.553 73.2
Tewl 7,247 100.0 1,001 1€0.0 §.24 1CC.9
y2=32.1
B <0.001

*Qildsva wha wars csnfinucuny exxoiizd i3 Madicaid Zuniag FY
MO anrailens.

* Weil-caild visiss wern thaga biled uadas T codes /= wail-caild scovecs, =5

{1907, wezz aged 11-24 morths it the end o £ 1387, 2nd wams ot

TT csdes, and 10T codag in the VT sarias (V2g,

VZOR-Y 102} Thasa caicuidzons 13a (csivded ese ciiictan wacse anly m.um-wc..m wray a woil<ild wisil 70 aiczai Saalts

iaua.:‘"‘m’

t Childmgn in s
71987,
tAFTC 9 Al 3 Familiss wisl Jageeden: Theldee,
Scuses: Jtata i Maryiznd Degas

s=ant =f Zeaitl and Menl Kygilena:

“Uzdar L Yaar! ind “Cver L Yenr” catagoties wers, eapactvely, 11-12 months azd 12-34 montss oid st theend of

Saws o= o Marviasd Mediseid Manzgecant (nisrmation

Systaz: data daveiczed 7 152 Toiizy 123 Hasith Statimies Ad=toigteaor,

madaac c::.‘.:'.:la!c:'_f visit 224 12 23ve recaived well-
caild care iz that yeas {z <2.001). However, even iz
the Jrst year of lif2, Sve zarzan: 2ad made no ambu.
latery visit, and ‘.7 pe::e.:-.: zac =ace 20 weall-child
visit,

Amang tha 8,443 :u'.atsr'. users ‘wEo wers as-
signed t0 3 majomity cas T sowce (Tacia 1), tha =ajez-
ity care sowrce was an afica-czsed pracfca fer 43
psrcent. an curratient depart=act o7 10 gercant, an
QAErgency roars far 11 carcent, @ .’edsmll} qualifSed
haalth centar for 7 sercent : cxildren and youth can-
ter for 8 parcant. Usizg ke dacision exitariz de-
scxibad earliar, tha rermaining 22 gercent wers classi-
£ad ay users with 20 majcrily cama source.

For thasa 5,4S3 users, *ha sersmmtags of Ysers witk
at least ane well-child viait wes compared Zr usars
with diffarsnt mziority care sousces (Tabie 4). Differ-
exces Jetween cirm-iquocs types were sigmiScant at
2 < 0.001. Parcenmges sanged Som a high of 92 per-
cent for users Whose majerity cire souzee was 2 fad-
arally quallfad health center ta 2 low of 57 percant
for users with a2 haspital emergeacy oo as thaic
majority cars soufcs. CfScenased practces, which
wera the majerity cars scusts o the largest aumber

af 4sars (..,784,, hzd 3 ralativaly high percestage of

ugers with at least ans wall-cziid visit (89 gercanz).

Var‘.ar'x.ht" withiz the satagery of < Fee-basad
practicas was then sxamizad. Fimt, ;:3:‘:1:35 that
were ‘D2 major care sowse? & 20 cr ==ca patlents
werz selscied. These 3" ~::c:i:as Tapresentin
saven perzent of the total sumber of ofica-based
pracdcas, wers :he Tzjozty casa scusce for 1,159
czildren, Corcslderziis variadez was {cu=d amang
thase pracHces with respect i the nu=zer of their
usars wno had weil-child visits, Tka gercentage of
thair users with at least aze weil-cziid visit ranged
from 50 percent ta .00 perczzt. FPor Eva of thase
practicas, 10C 3ercams ¢ theiz ugers 2z at leastans
wall-child visit, and oz 23, hecwes=z 3Q gercact and
89 percant of their users had ors or mco2 wallckild
xisits. However, {0 th ::::.i:.r.g tbrge practices,
less than 80 parcz:. af theix ysers 21d oms cr mom
wall.c2ild visits, Sgecfic sercentages fos these three
praciicas wers 1, 57, azd 3Q.

Examipation of variztilty wr.';.‘;'..-. bespitals was
made By compering their ourpacast departmsnta.
with their amergercs :co=s ("'sma 3). In this comm.
‘parison, a hospital was iccluded if either its erzar.
gency tooz or k3 oulpatient department wag the =a--
jeTity cars sgusze for 20 or more users. Thase fen
Zospitais acoounsed 57 82 zercent of all users whese
majerity ca02 soussz was aither 2 tesgpital outpatient

- — e —
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Amzulazory carz userst with 1l ‘233t ona well-child
visit' Ty majerily care soursa ¢f usar. Maryland

, Maciczic, AFTC, fiscai vear 1937

Users® with at [east
aze well-child wisil’

: Majority cara sourca of uger’ Number Percantage

Zqz-tased Tractics 2,472 88.3
Cuzzatant dagasinent 548 88.3
Zzerenoy T3c 4C8 57.4
Tadaaily quaiifisd hexits cacter g6 2.1
C=ildoan and wouth contar 359 7%.5
No majenty cwe sousse 1.11e 78.1

Tomal with af leas: cmg wellcnld

ikl 5,229 s

¥?=4610
p=<0.0aQ2

" izZividuals wis wers cozmmususly sermiled 5 Medicaid for
e 1537, wera agsd 11-34 oz u 2y ecg of TY 1267 =d
2ad 1t laast o=3 azmouingery visit The 195 calldoan wihgze 22y
a=ouizlesy vistt wasic s .cc:l 2aei daparac: were mx=ludad
Loz ttese cxiziiations.

' ‘Well-child visits -wars t2ome Bllsd undzr T cadas (or wail-
c2ild sozang, IFSIT codas, d 10243 codas in "V saniey (V20.
vz-u'ﬂuﬂl

f Amiulgtory cz= usars wers assimed 13 ks cmro sourta I
Wiz oy 13¢ =ads zace ea 3 zerzant af Sair w=bulatery
Vit o 7Y 1337,

! AFTC 13 Al 13 Farmiltay itk Dapendact Citldron,

Scurea: Stats of Marriand Jeperiment of Healzh xd Mantal
Hvgsza: Data foz e Masvigns ) .(u':c_d Maragameat
loizrmadoz Svatarm: 42 develesed Ty (g Policy 2ad Haalth
Shu:tcs Ad=iaisiasice,

desartment or in emarzency room=. Arong these
heagikls, the zersentecs of wsers wits at 7.est Qs
well-child wsit anged oz 73 =arzant o 98 pereeat
for outpatien: derartmant wsers, and fom 22 percent
te 90 parcant for sxmargency tcom users. Faxr eact
kespital. t2a peco utzg- of \.se"s with at least one
well-child visit was cemsistentt y lower {cr emer-
gency roorz usars an far cutpatient deparTzent us-

-

M aq

3.
rizally, tha gTSup of --~’:rar~ wbo appesrsd to
ave kad ne agu;a.: scurce of primary care. that (s,
thc2e wic racaivad the r:::.;c...y of thair care fom an
erzergezcy mom. these wio ware classifed as kev-
{22 20 =ajerity cama scirte, and those wha kad made
23 ambulatery vistts of any kind dudsg tha stedy
year wer2 axamized. [t was fousd that chese chil-
Toz, a3 3 gToup, dccaunted for 59 percent sftle total
zumber of 1,714 ciildoen who fad recaived 2o well-

l’l"

..

4

crez/Spanmig 1693

child zars dusing TY 1937, sven thougk ‘hey ooz
prisec aniy 37 ge: caz: clfe 7,257 c._i‘.c:e:‘. iz-
cluded iz the stedy. Tha §§ percent imziudac 3C2
emargency rcCm users, 312 wgars with 2o =ajonity
cars scurce, and 357 chiidren wha had mace 22 ax.
bulatery Asits ol any kind dusing de year.

Discussion

The Sading 'Sat zearly sne-quarter of Marvland
Mediczic c::.::e:: aged 2% Tcnths ar youzzer o 2ad
na wail-child wsit is cause fos somcars. The :c'*sn-i".-
ity ‘hat well-c2ii2 =are was undarescmated Secause
ft was srovided cuxing 2 sick~zhild visit, becausa tha
visit was L:.'*’a“*’y c."ac or hecause :cs Toysi-
cians may have provided weil-child care withour
biillng the Macicaid mrozsam must be soasicerad.
Nevarzaless, the tesuits az2 consistans with orevt
ously repcTizd Indings tegarding the {madsquicy oF
prevamtive care [or: lew-izesme caildran !

Botk the meciodaiggizal advantages a2 dlrad-
vaineagas asscaizied with Ra use of c..&i::'_z dawx iz
h.ev"“ care rzezarch nave teen discussed = ke
arafsa M Thig artizis has Tiad ta Qascrite as

ieszly as jessitie the Uxilzdong 3nd protiscms ame
coustarad iz -:r.:’.u:':':g i invesrtigadan, What e
mains 10 e mendiozed is that tha tesearsh aisc ten-
eflad Zom some of the advaniages coazzoiad witk
th9 use of Zxime data, For example, claims dara are
22t sudject 1o rsagendernt recail Bias, ner are they
dependent 3z :.""..'ud"r z patiamt willi:.;"“s ‘ctea
nare of tha study popwlazion.’t Caims datg aisc pre-
vide 1 large well-defzzd study pcm..a'.‘.c:' and, as
zcted earlizr, wigr the pepuladern {s restrictad @
czniizucusly sprsiled individuals, hc’y furmizn a
relatively comprenemsiva visw of utilizaticz and
cost zatterss aver 3 daZfned jesiad of U= ?'"77".
tzav oarmit investigaiors (0 ek informatiznon o
&3z gersons acrass data elaments,

.u‘

Putting Claimsg Data Research ta Wark

Rasuits cotaizad Ty analyzizz Medicaid cliizg
data, hethy o this sr.ri, as weil as ig savemi miatad
studias, conTituted 13 5o deveicpment oftng Mary-
lazd Aczass 0 Carg MAC) progmu=. Txis Drogram.
izrlemenied iz Jecamber 1991, waa r’ss‘gm‘ s im-
Trove the continuity and acsessibility ol care and te
recuce !magorepsiata emergency oo use for the
Madicaid zopulzticn. Findiogs {pgmumsatal n da-
termipizng i das..,. of th= program wwers: (1) that 59
parcan: 2f a2 ciidren wizs ad o weal-cmild visits
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Takle 5 '

Parzantaga of users® with 1 aast one waii-zhile visit By nospitai facilities serving 20 of more users, Marvianc
Meciczid, AFCC, fiscal year 1987 T

Qutpatent Zezart=ent ussrs’ Exergency ream ssers®

Usaers with at Users with at

SpecS= Total 20, laast ane well. Tatal na. least oze well.
hosoitai of B1erg child isjt (3] of ugars child visit (%)

A ‘ 283 35.8 . 52 46.2

3 I 91.9 178 2C.3

c w33 92.2 1 ) 78.2

D [N LS 125 .0

E 34 78.3 4d 47.7

¥ s 10C.a 24 75.3

G 2% 91.2 LN LN

= ad LN, 38 89.3

{ 24 73.0 14 42.9

] NG NS 30 80.0 4,

\.

bradividuals wias ver3 comtzususly eazsilad ix Macinzid S TY 1987, warn agac 11-14 Doatls 2053 end of TY 1987, 23d at lagst
azg wmtulatary vigt i2 FY 1§87, and m=ade =ore thax 30 percea? of thewr ammuaiory visils (o eithar a2 culzstienl deparmmentar
ATATASSY IS,

V WWail-czild wWaiis were thega mitad wadsr 7 codes {= wail<cSild servers. IFSTT das. 1nd [S0-3 cades iz the VT zermas (V22,

Y200-382),
- Y AFTC 5 Aid 12 Tazilies witk Capendent Childoes,
$ OL = inzufSaien: zox=tar.,
- Scurze: Staty af Masyiand Desari=ant of Heaith and Martal Hygione: Datg Ao the Masyiand Medicrid Manzgement [=iz==gTs

Sytam: d21q daveicpad By D9 Foilsy wmd Haalls Stardstes Adminisuation.

appeaed ‘0 tavs had =s ragulas sgusce of care, (2)
that g 2igh progersion =7 users of acerally qualiSed
healt> centars 2ad wall.czild visits, (3} that there
was an avarail deficit ic well-child cars, 202 (4) thar
thers was rmaskad variatcn (n the deiivery of Drevec-
ivE care Col ameng and withiz cats sousza catege-
sas, .
Iz refarezca to the 23t Inding, MAC pregram de-
sigm as3wsss racpient access (o o raglar sowrse of
care. Under 2e prograz, most Medicid reciplects
ar= requized ‘= salact a orizary cooa gogvicer, wes is
then resgacsizie for providing or preauthorizing all

cars, axcezt o Tug smargencies. The priTlary care

pacvidar i3 reguired te =aintain daily 24-bour avail-
ability eittes thzough 1 calling arrangamment o

229

The finding that nearly one-quarter of
Maryland’s Medicaid children sged 24
months or youngsr had no wefl-chiid
visit is cause for concern.

T e s

thoough back-up csverage. Eiigitia recipiexts are
sect a broefusa exglaizizg t8e gregmm and may
siga up Witk a srevidar sitter tirough ne il in
perscz, o by sSona, Recizients who do ot chsose a
provider withiz a reaasczabie amcurt of e are a3-
signed tg ane in their locality. It is anticizatad that
with access o 3 fegelar sgusee of cara for all cecipi-
exts, thars will be ar overall iprovemen: iz ths
contizuily of care, lass raiianca on emargency Tooms
for nonemerzancy cars, and an {mcrease (m well-
child wvisits.

As part of tte end=aver to improve the accessibil-
ity of care, a special effert was made to recmudt addi-
tignai primary cars providers to the nragraz. Signifi.
cant pcoesses in fes-inr-sarvice f2imhussements for
primary cars wers izstitutad. Lass wéll-served aresz
in the stata were also identilled and ibis prociem
was rermediad, in part, through the develcpment of
addi%onal noaprofit health centars.

The secord 8rdicz, whick concerned the szemg
perizr=accs of thae fadesully qualified Realth centers
in providicg weil-ckild care and ather prevemtive
services, was the guids iz ths davalcpment of
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needec canlars, [ Fe
h:.*::c. 130343
lazzn, Sva zew cantare were es‘*m.sasa; wmiex”
p‘swﬂ"sw axsting '*c":aran: centars 3izec iarvicas’
that anarzisc 'b.sr:. to become Maryiand-jualifec.

afary _991.Ma:.-::.::: 2
~arsion of "tese canters. Uzder =iz leg:

~Heaith canars.
T‘:... 7rograz addressad tha thind “*—‘“g. the gver-
‘all defcit iz weil-child cacs, in severai ways. Tor ex-

ampie, MAC srimary care providers wia aztee o
care for cxildzer must either nrcvxd.e Z7SCT services
direciy or Fimish written documensatisz 23t ather
amngemens have beer made for dsilvermng thecse

. services. To Ruther secousage weilczild care, [ses
paid fer Z2SDT visits are Rigger than Bose zaid Tor
regular risics (3 addition, Madicaid aursas zapducs
chart soviews and counse] providars 2guiing araas
whera weil-czild caze zan be improvad,

Lastiy, 2s progra= plars {0 address cmeelize varia-
toz prefiems Sy sx.:ml/m, Troviders witd :::::pa.ra-
nva Zmectack atiz=. MAC providers will re-
ceive Jesiodic zrovider ra.r:....*:: Temers ~:-'~a::..g

ratas ol wai-c2ild came oo cziidren in mair sracTices

i"' nat of children cared fovin other Zractces. In

acdlrizz, Madizaid murses will usa =2 sractca

~ variatésn regerts tQ :'x'.‘:.x Zeigidenk® :-::v:aers in
need of culseilng wils raspectto tta zrevision of
praverzive services.

Arsthar S3cat of the progmzs dasgizn :c:cr':i‘
that 't=2 zrovisics of praventive care fzracaiid is net
only the raspezsibillty of the child’s =ediczl are-
vidar mut alse af the child’s pasents ot carerakers.
Wkar ciai=s data Indicate g chilé =3 =27 recaivad
aperagmaiz gravandve care, 2 lacer will Se sent o
the chiid’s parents or caretakers ramizdizy them fo
csmiicr hoir child’s phaysician so aesdad
‘eara 2= be delivered. [n accordancs with this em-
prasis o= shared respoxsicility, the Meryland De-
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EXECUTIVE SUMMARY

A study of 1985 health care utilization and payments by the California Medicaid
program (Medi-Cal) for services provided to Medicaid enrolled persons residing in four
geographic areas was conducted. The hypothesis that those recipients whose customary
source of primary care was a fedcrally funded Community Health Center (CHC) would
experience different patterns of inpatient hospitalization, and would incur lower costs to
Medicaid than would those who did not use a CHC was tested. The study hypothesis was
confirmed, with statistically significant reductions observed for hospital admissions, hospial
inpatient days, prescription drugs, other covered servicss, and total payments by Medicaid
for reguiar users of CHCs in comparison with non-users. Cost savings to Medicaid in 1989
for regular users of CHCs averaged 33% of the expected costs per case or per recipient year,
when maternity cases were excluded. Cost per matemity case averaged 8% less among
regular users of CHCs, but CHCs attract disproportionate numbers of pregnant women.

Four CHCs were selccted for study, including two urban and two rural CHCs.
The CHC user populauons for the study were restricted to Medi-Cal recipients who qualified
for eatitlement under the Aid to Families with Dependent Childrea (AFDC) category and
who resided in ZIP code areas identified as within the service areas of the CHCs. The .
comparison groups consisted of AFDC recipients residing in the same areas who did not 1
utilize the CHCs during 1983. All Medi-Cal paid claims fof the user and non-user groups,
together with the enrollment records for cach recipient, served as the data source for
utilization, payments, and demographic characteristics of recipients.

Selection of CHCs for study was restricted to those that met the following criteria:

. In compliance with federal funding guidelines, as indicated by recsipt of a
score of "A” ar "B” on their grant application review during 1989 (about
75% of all CHC grant recipients reczived an A or B score in 1939),

. Saw a large number of Medi-Cal recipients during 1989, as indicated by
Medicaid reimbursements of at least $250,000 during 1989 and,

. . Agreed 10 voluntarily participate in the study. -

AFDC recipients included in the study had to have at lcast 6 months of dligibility during the
calendar year (except for newborns who only had to be eligible at least half of the ime from
date of birth until the end of the study year), not be institutionalized more than haif of thexr
period of efigibility, aot have another third party payment source, and not have participated
in 2 Medicaid capitation program during the study year. Medicaid eligibles without any
outpatient paid claims were not included in the study since it was not possible to identify
their customary source of carc.

The study was performed using the Medi-Cal paid claims and cligibility files in the
“Tape-to-Tape” Mcdicaid data system maintained by the Heaith Care Financing
Administration (HCFA). Recipients with any use of the CHC during 1989 were defined ay

CENTER FéR NHEALTH POLICY STUDIES —




users, but only those with 50% or more of their physician visits provided by the CHC were
classified as "regular users”. Recipients with no visits to thc CHC were classified as "non-
users®. Recipients with at least one visit to the CHC, but with less than 50% of their
physician visits provided by the CHC were classified as "occasional users®. The non-users
and occasicnal users received moast of their physician services from hospital outpatient
deparunents (OPDs) or emergency rooms (ERs), or from private practice physicians.

The study populations consisted of 4445 "regular users™ of CHCs, a stratified
sample of 19,979 non-users residing in the same ZIP codes as the users, and 2270
"occasional users” of CHCs. AFDC recipients classified a3 CHC users did not represent
more than 8% of the AFDC recipients residing in the ZIP codes identified empiricaily as
representing CHCs” service areas. Thercfore, non-user pauterns of care and costs to Medi-
Cal were refatively unaffected by any self-selection bias among the recipients who chose to
seck care at the CHCs. Regular users of CHCs were found to average slightly fewer months
of eligibility during the year than did non-users, although all study participants except
newborms had to have at least § months of eligibility (averages were 10.3 months for regular
users, 10.8 months for non-users, and 11 months for occasional users). Therefore, with the
exception of maternity cases, both unadjusted and annualized data on utilization and
paymcnrs were computed (maternity case utilization and payments were not annualized).

Comparisons of total Medi-Cal payments and inpatient payments, per casc and
adjusted for person years, appear in Table 1. below, before and after exclusion of marternity

casas. Total Medi-Cal payments per person year, by sex, and with/without matemnity cases
are displayed graphically in Exhibit 1.

Table 1. Medi-Cal Payments in 1989

REGULAR USER NON-USER
PAYMENT CATEGORY Par Case Pers. Year Par Casz Pors. Year
1. Includes Maternity
Total Payments $634 852 . 8a39 945
As % Non-User 88 90 1Qq 100
Inpat. Payments $270 342 315 377
As % Non-Usar ) 86 91 100 100
2. Excludes Maternity
Tota) Payments $464 548 697 813
As % Non-User 67 67 100 100
Inpat. Payments $ia3 130 209 263
As % Non-User 49 48 100 100
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EXHIBIT 1

TOTAL MEDI-CAL REIMBURSEMENTS

Toial Relmbursament ($/parsan/yr.)

Males Females Females (excludirg
- maternity admissions)
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Three of the four CHCs studied offer comprehensive perinatal services. Because

~ pregnant Medicaid recipients tend to seek out and utilize those CHCs which offer

comprehensive perinatal services, the proportion of matemity cases among the regular users
of CHCs is greater than the proportion of regular users among all eligible recipients in the
service area. With the exception of maternity related services, AFDC recipients lend
incur Iow average costs per case to Medi-Cal. Thus, comparisons should adjust for bias
caused by disproportionate use of CHCs for perinatal care.  Afler exclusion of matermity
cases, Table | indicates that regular use of 2 CHC is associated with 2 33% saving to
Medicaid, on both a per case and per person year basis. This amounts to an average of $223
per regular user, or $265 per recipient year of eligibility. Even with inclusion of maternity
cases there iy a saving to Medi-Cal of 14% per AFDC casc and 10% per enrolled year.

About half of the savings associated with CHC regular user status is produced by
reduced inpatient care, the remainder through reduced paymeats for qutpatient care and other
services. Matemity cases account for 62% of all inpaticnt payments among regular users of
the CHC, and excluding the matemity care from the comparisons drops the proportion of all
payments accounted for by inpatient payments from 40% to 24% of the total.

Hospital inpatient utilization rate comparisons do not exactly parallel the payment
findings, primarily because inpatient maternity admissions have a short average length of
stay. As shown in Table 2 below, admission rates are higher for regular users of CRCs than
for non-users, except when matemity cases are excluded. Inpatient days for CHC regular
users are lower, bath with and without matemity cases. After exclusiqn of matemiry cases,
regular user status is associated with a 38% reduction in admissions. Admission rate and
inpatient day comparisons per person year, by scx, and with and without maternity cases arc
graphically displayed in Exhibits 2 and 3.

Table 2. [Inpatient Utilization Rates

-

REGULAR USER NON-USER
USt MEASURE Par Case Pers. Year Per Case Pers. Ysar

1. Includes Maternity

Inpat. Admission (per 1000) . 130 170 120 147

Inpat. Days (per 1000} 356 | 469 421 519
2. Excludes Maternity

Inpat. Admission (per 1000) 38.9 50.6 62.8 80.7

Inpat. Days (per 1000) 138 180 280 360
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EXHIBIT 2

HOSPITAL
ADMISSION RATES
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EXHIBIT 3
HOSPITAL INPATIENT DAYS

(Days/1000 persons/yr.)
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As with the payments data, inpatient utilization 18 primarily for matemity care. In
fact, 70% of inpatient admissions among regular users were for matemnity care. Amaong non-
users of the CHCs, however, matemnity care only accounted for 47% of admissions.

Although “occasional users” represents only 38 % of all CHC users, this is a high
cost and utilization group. Claims history reviews for occasional users suggest that many in
this group arc “shoppers”, some are chronically mentally ill, some appear 0 be homcless or
street people from the array of diagnoses, while others in this group had one or two visits to
a CHC, but obtaincd most of their care from private physicians, OPDs or ERs. Occasional
users averaged two thirds more costs to Medicaid per case than did non-users, with hospital
inpatient payments 90% greater. The occasional user group should be of great interest to
state and federal officials because of their high cost. These recipients may represent a
subgroup which could most benefit by casc management services, or continuing relationship
with a primary carcgiver, but are unlikely to voluntarily develop such an affiliation.

_ When comparing the above data on inpatient care payments and utilization to thosc
- for outpatient payments and utilization rates, similar patterns of reductions associated with
CHC regular use are observed. Outpatient data appear in Table 3 below (outpatient E
payments represent the sum of those for OPD/ER, dlinic, outpatient physician visits, P
pharmmacy and EPSDT). Outpatient payments and pharmacy payments per recipient per year,

by sex, with and without matemity cases, are displayed graphically in Exhibits 4 and 5.

Table 3. Measures of Outpatient Utilization and Payments

REGULAR USER NON-USER
PAYMENT CATEGORY Per Case Pers. Year Per Casa Par:z. Year
1. Includes Maternity
Qutpat. Payments $206 244 194 216
As % Non-User 106 113 160 100
Prascription Orugs $ 45 50 . 75 80
As % Non-User 80 62 100 100
Medical Care Visits 5.4 6.3 5.8 6.4
As % Non-User 93 93 100 100
2. Excludes Maternity
Outpat. Payments 5136 152 174 132
As % Non-User 18 79 104 100

The savings in payments to Medi-Cal associated with regular use of CHCs reflect

lower utilization in every category of scrvice which was separately analyzed, except for
clinic visits and EPSDT visits, which increased among regular users. The lower utilization
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EXHIBIT 4

OUTPATIENT REIMBURSEMENTS
(Per Person/Yr. of Medi-Cal eligibility)

Outpatlent Relmbursement [$/person/yr.)

200 2 '
B . L ZZ

2
\\

— _ A /

Malses Females remales (excludirg
maternity admissions)

P Rogular User Nan-User




01

EXHIBIT §
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rates were observed both with and without including maternity cases. Howeves, becausc of
the substantial costs of outpatient payments for perimatal carc, outpatient payments for regular -
users of CHCs slightly exceed those for non-users when maternity care is included, but
average 21% less ($40 per recipient year) after excluding matermty cases.

Separate analyses were conducted of maternity cases and a statistically insignificant
cost savings to Medi-Cal measured among regular users of CHCs (regular users averaged
83261 per case compared with $3577 per case for non-users, an 8% savings). Several
chronic diseases were also selected for analysis, but the numbers of such cases were tao
small to permit statistically reliable comparisuns on a diseasc specific basis.

Multivariate analyses were aiso conducted and used to confirm and expand upon
the above described findings. Using step-wise multipie regressions to analyze the separate
contributions to total Medi-Cal payments and to Hospital inpatient care, it was possible to
identify and measure those variables with the greatest contribution to payment and inpatient
utlization measures. Regular user status of CHCs was found to produce statistically
. significant reductions in all of the measures tested, even when age, sex. race, matemity,
sclected chronic diseases, and geographic location were held constant. Maternity, chronic
discase, urban versus rural location, medically needy status, and increasing age all produced
statistically significant independent effects which increased Medi-Cal total payments,
payments just for inpatient care, and inpatent days of care.

The findings in the present study are consistent with those Tem other studies
reported in the literature concerning effectiveness of CHCs, and with previously conduczed
similar studies of Medicaid recipients who do or do not regularly utilize CHCs. The present
study, however, offers many methodological improvements, extends previcus studies into
another state, inciudes both rural and urban CHCs for the first ime, and confirms that
findings of studies conducted a decade ago with urban CHCs are still relevant today.

It is concluded that well run CHCs provide cost savings to Medi-Cal on the order
of 33% of the expected costs per AFDC case. The magnitude of these savings are large in
comparison to the percent of expected cost savings usually negotiated by Medicaid agencies
under capitation arrangements with managed care organizations. The cost savings diminish
when maternity cases are included, since the cost for such cases is large in comparison to the
average cost per case for non-matemity AFDC cases, and since the cost savings associated
with regular use of CHCs for pregnant recipients is small (e.g., there arc many fixed costs
associated with provision of perinatal services which a provider offering case management
cannot control). Statistically significant cost savings associated with CHC regular user stamus
extend to each age group for male AFDC recipients and, after exclusion of maternmity cases,
to each age group for female recipients.
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FORWORD

This study was performed by the Center for Health Policy Studies (CHPS) under a
contract from the Health Resources and Services Administration. A number of individuals
within the Bureau of Primary Health Care (BPHC) provided invaluable advice concerning
study design, selection of Community Health Centers for study, and assistance in
arrangements for the study. We especially wish to acknowledge the vision and leadership
provided by Bonnie Lefkowitz of BPHC whose continuing advocacy for the conduct of this
study made it possible, and Judy Rogers who served as Project Officer. The study would not
have been possible without the cooperation of the Health Care Financing Administration, the
New York State Department of Social Services (NYDSS), and by the six Community Health
Centers which are the focus of the study.

This report was prepared by Benjamin Duggar, Sc.D., who served as CHPS’
Principal Investigator, Kyung Keel, Brian Balicki, and Evan Simpson. Peter Gallagher and
Debra Southworth of the NYDSS, Division of Health and Long Term Care, Bureau of
Management Reports/Research, prepared the claims, demographic, and eligibility extracts :
from the Claims Data Special Reporting file in conjunction with the FY1991 SURCLAIM s
file. The opinions and conclusions expressed in the report are those of the authors and do )
not necessarily represent those of the Bureau of Primary Health Care, Health Resources and

Services Administration, or of the New York Department of Social Services.
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1. EXECUTIVE SUMMARY

A study of 1991 health care utilization and payments by the New York Medicaid
program for services provided to Medicaid enrolled persons residing in the services areas of
six federally funded Community Health Centers (CHCs) was conducted. The hypothesis that
those recipients whose customary source of primary care was a federally funded CHC would
experience different patterns of inpatient hospitalization, and would incur lower costs to
Medicaid than would those who did not use a CHC was tested. The study hypothesis was
confirmed, with statistically significant reductions observed for hospital admissions, hospital
inpatient days, prescription drugs, other covered services, and total payments by Medicaid
for regular users of CHCs in comparison with non-users. Costs to Medicaid during federal
fiscal year 1991 for regular users of CHCs averaged from 22% to 30% lower then those of
non-users, the proportion depending upon whether or not maternity and newborn cases were
included or excluded, and whether a weighted average cost or an average of the CHC area
costs was used to compute the savings. Cost per maternity or newborn case averaged 12.7%
to 14.4% less among regular users of CHCs compared with non-users.

4
i

Six CHCs were selected for study, including three in New York City, two rural and '«
one urban upstate CHC. The CHC user populations for the study were restricted to )
Medicaid recipients who qualified for entitlement under the Aid to Families with Dependent
Children (AFDC) category, or AFDC-like categories, and who resided in ZIP code areas
identified as the primary service areas for each of the study CHCs. The comparison groups
consisted of AFDC and AFDC-like recipients residing in the same areas who did not utilize
the CHCs during 1991, but for whom there was at least one ambulatory visit to an alternative
provider. All Medicaid paid claims for the user and non-user groups, together with the
enrollment records for each recipient, served as the data source for utilization, payments,
location of residence, Medicaid enrollment and demographic charactenistics of recipients.

Selection of CHCs for study was restricted to those that met the following criteria:

° In compliance with federal funding guidelines, as indicated by
receipt of a score of "A" or "B" on their grant application
review during 1990 (about 75% of all CHC grant recipients
received an A or B score in 1990),

® Saw a large number of Medicaid recipients during 1991, as
indicated by Medicaid revenues of at least $450,000 during
1991, excluding prepayment premiums, and,

o Agreed to voluntanly participate in the study.

AFDC recipients included in the study had to have at least 6 months of eligibility during the
calendar year (except for newborns who only had to be eligible six months or at the end of
FY 1991, and persons who expired during the year), not be institutionalized more than half
of their period of eligibility, not have another third party payment source, and not have
participated in a Medicaid capitation program during the study year. Medicaid eligibles
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without any outpatient paid claims were not included in the study since it was not possible to |
identify their customary source of care.

The study was performed using the Claim Detail Special Reporting (CDSR) file in
conjunction with the federal fiscal year 1991 SURCLAIM file prepared by the NY
Department of Social Services (DSS), Division of Health and Long Term Care, Bureau of
Management Reports/Research. Recipients with any use of any of the six study CHCs
during 1991 were defined as users, but only those with 50% or more of their primary care
visits provided by the CHC were classified as "regular users". Recipients with no visits to
the CHC were classified as "non-users”. Recipients with at least one visit to the CHC, but
with less than 50% of their primary care visits provided by the CHC were classified as
"occasional users”. The non-users and occasional users received most of their primary care
services from hospital outpatient departments (OPDs) or emergency rooms (ERs), free
standing clinics, or from office-based physicians.

The study populations consisted of 17,290 "regular users" of the six study CHCs, a
sample of 31,978 non-users residing in the same ZIP codes as the users, and 6,931 :
"occasional users” of CHCs (those with mixed sources of care). The study population
averaged 11.2 months of eligibility, although all study participants except newborns and
persons expiring had to have at least 6 months of eligibility. However, maternity cases and
newboms averaged less than 10 months of eligibility. Further, the study populations varied
among the CHCs, both as to the relative proportions of maternity cases which sought care
through the CHC, and in the ratio of occasional to regular users. To meet the potential
needs of the CHCs, HRSA, and other researchers the appendix to the report contains average
data by CHC, computed on a per case basis (both adjusted and unadjusted for age/sex
distributions), for the entire population, for the population excluding maternity and newborn
cases, and for only maternity and newborn cases. Data are also presented on a per case and
on a per person year basis (adjusted and unadjusted for age/sex distributions).

i g

Comparisons of total Medicaid payments, inpatient payments and non-inpatient
payments, per case, before and after exclusion of maternity and newborn cases, and for
maternity and newbomn cases alone, appear in Exhibit 1-1. As can be seen from the Exhibit,
the savings among regular users are derived primarily from their lower cost of inpatient care,
and the savings are greatest among other than the maternity and newborn cases. Matemity
and newborn cases as a percentage of all cases varied widely among CHCs, and between
regular users and non-users within the CHCs. However, the aggregate figures for all CHC
areas combined indicated no difference in the proportions of maternity and newborn cases
(16.5% of all cases among non-users and 16.4% among regular users of the CHCs).

Total Medicaid payments per person year, by sex, and with/without maternity cases
are displayed graphically in Exhibit 1-2. Costs per person year are slightly higher than they
are per case since, on average, cases represented 11.15 months of eligibility, and maternity
and newborn cases averaged only 9.9 months of eligibility. Because the proportion of
maternity and newbomns, and the average months of eligibility do not vary between greatly
between the aggregate regular user group and the non-user group, the percentage savings
attributed to regular use of CHCs in comparison with non-use do not vary greatly when
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COMPARISONS OF MEDICAID PAYMENTS

BETWEEN REGULAR USERS AND
NON USERS OF CHCs

EXHIBIT 1-1

PAYMENT CATEGORY REGULAR USERS NON-USERS % DIFFERENCES’
. A1l Cases
Total $/Case 1774 2271 (21.9)
Inpatient Care §/Case 696 1177 (40.9)
Non-Inpatient Care $/Case 1078 1094 (1.5)
. A1l Cases, Excluding Maternity
& Newborns
Total §/Case 1285 1735 (26.0)
Inpatient Care $/Case 293 698 (58.0)
Non-Inpatient $/Case 992 1037 ( 4.3)
. Maternity & Newborn Cases
Total $/Case 4260 4977 (14.4)
Inpatient Care $/Case 2742 3595 (23.7)
Non-Inpatient $/Case 1518 1382 + 9.8

ol

P

° Percent difference is the percent of the non-user dollar amount by which the regular user dollar
amount is smaller () largest +.
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displayed on a per case, per person year, and regardless of whether or not adjusted for
age/sex differences among the populations. However, these figures do vary widely among
the CHCs included in the study.

Because the cost of care per recipient is substantially less for those residing outside
of NYC in comparison to those living in the city, and because the two smallest CHC
populations were in upstate NY, the averages which appear in the exhibits tend to be
dominated by the city CHCs. That is, the overall averages for aggregate populations are
weighted in a way that causes them to primarily reflect the NYC Medicaid experience. As a
further check on whether this could distort the findings, averages were computed for each
CHC, then averages of the CHC specific rates were computed (e.g., the CHC was used as
the unit of analysis). These unweighted averages appear below:

CHC AVERAGE RATES FOR
MEDICAID EXPENDITURES PER CASE

Category Regular User Non-User % Difference .
Total $ per Case $1857 $2458 (24.4%) -

$ Excluding all
Maternity & Newboms $1357 $1933 (29.8%)

$ Matemity &
Newboms Only S4434 ' $5079 (12.7%)

By comparing these unweighted CHC averages with the weighted averages appearing in
Exhibit 1-1 we can infer that the smaller CHCs achieved slightly greater savings among their
regular users in comparison to the non-users residing in their service areas.

Virtually all of the savings associated with CHC regular user status in New York was
produced by reduced inpatient care costs. These cost savings represented a combination of
lower admission rates, lower length of stay, and admission for less costly DRGs. However,
there were large savings in use of emergency rooms (about 50%), outpatient pharmacy, and
for several other types of service. Regular users did make madre primary care visits, the
increased cost of which largely offset other outpatient cost savings.

Special analyses of high cost recipients indicated that this group occurs more
frequently among non-users than among CHC regular users. However, excluding the highest
cost 1% to 10% of the recipients would change the savings somewhat, but would still leave a
large statistically significant cost savings associated with regular user status. Multivariate
analyses were also conducted to determine if the presence of certain chronic disorders in
addition to maternity and newborn status, whether of not the recipient was a medically needy
recipient who gained eligibility to Medicaid through a spend-down, and recipient -
demographics would eliminate the favorable effects of regular user status. Although the
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morbidity measures have a large effect, multiple regressions indicated that even when holding
all these variables constant, regular user status still accounts for a significant negative effect
on Medicaid costs and inpatient utilization.

A variety of additional analyses were attempted using DRGs for hospital admission
and indicators for absence/presence of chronic conditions. None of these analyses
individually produced statistically significant results, but collectively they are suggestive of
an association between improved outcome of primary care and CHC regular user status.

Although "occasional users" represented only 28.6% of all recipients with any CHC
use, this is a high cost and utilization group. Claims history reviews for occasional users
suggest that many in this group are "shoppers”, some are chronically mentally ill, some
appear to be homeless or street people from the array of diagnoses, while others in this
group had one or two visits to a CHC, but obtained most of their care from private
physicians, OPDs or ERs. Occasional users averaged 24.5% more costs per case to
Medicaid than did non-users. The occasional user group should be of great interest to state
and federal officials because of their high cost. These recipients may represent a subgroup
which could most benefit by case management services, or continuing relationship with a E
primary caregiver, but may also be the group least likely to voluntarily develop such an
affiliation.

The findings in the present study are consistent with those from other studies
reported in the literature concerning effectiveness of CHCs, and with previously conducted
similar studies of Medicaid recipients who do or do not regularly utilize CHCs. The present
study, however, offers methodological improvements, extends previous studies into another
state, includes both rural and urban CHCs, and confirms that findings of studies conducted a
decade ago with urban CHCs, and two years ago in California with urban and rural CHCs,
but for which Medicaid reimbursement rates equaled those for office-based physicians, are
still relevant today.

It is concluded that well run CHCs, even with FQHC cost-based reimbursement
rates, can provide cost savings to Medicaid on the order of 30% of the expected costs per
AFDC case. The magnitude of these savings are large in comparison to the percent of
expected cost savings usually negotiated by Medicaid agencies under capitation arrangements
with managed care organizations. The cost savings diminish when maternity cases are
included, since the cost for such cases is large in comparison to the average cost per case for
non-maternity AFDC cases, and since the cost savings associated with regular use of CHCs
for pregnant recipients is small (e.g., there are many fixed costs associated with provision of
perinatal services which a provider offering case management cannot control). Statistically
significant cost savings associated with CHC regular user status extend to each age group for
male AFDC recipients and, after exclusion of maternity cases, to each age group for female
recipients.
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EXHIBIT 4-3
NEW YORK COMMUNITY HEALTH CENTERS (CHCS)
MEAN UTILIZATION AND MEDICAID COSTS
BY USER STATUS AND SEX
(All Figures arce per 1000 persons per year except for ALOS
and Medicaid Costs which are per person per year)
REGULAR USER OCCASJONAL USER NON-USER
Male female Akl Male Female Alt Male female Alt
Hospitalization
Inpatient Admissions (per 1000) 181 287 252 334 7 361 245 342 306
Inpatient Days (per 1000) 850 1,188 1,076 1,752 2,061 1948 1,626 1,619 1,548
Average Length of Stay 4.7 4.14 4.27 525 5.54 5.45 5.82 4.73 5.06
Medicaid t 545.16 850.67 749.12 1,319.02 1,631.72 1,537.12 1,118.09 1,352.82 1,266.33
Naspital Excluding Maternity and
Newborn
Inpatient Admissions (per 1000) 70 n 70 198 187 191 131 121 125
Inpatient Days (per 1000) L28 452 444 1146 1,356 1,290 862 867 ) 845
Average Length of Stay 6.1 6.37 6.34 5.29 7.25 6.75 6.58 7.17 6.92
Medicaid § 288.48 318.84 308.23 974. 21 1,069.46 1,039.79 765.48 711,74 732.76
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EXHIBIT 4-4
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EXHIBIT 4-5

HOSPITAL INPATIENT COSTS
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EXHIBIT 4-6
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Taglzl. independen: Varaties [nciuded
in degression Models to ramune Relanonshios
of wsual Suuree of Care o Calizznon
and Pavmens’
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Case-Mix Measurement
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Cents wers ‘ound 22 e low, suggestng that
the categories wers Deasunng reiadvelv in-
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One of the probiems ancountersd in u.smg
Medicaid claims dara was that ambulatery
care deilverad in differant serangs was billed
using diFeranc types af codes. For affice-
based phvsicans.  each  procedure per-
formed in c:m,unc..an with a visit was Silled
using a specic ceda. [n conmast, for hosgi-

-al daims. individual procedures wers a0t

iternized: thev wera sutmicted as Zrougs. or
“bundles.” of servicas cerformed. To optain
a comparacie and comgrehensive pictere of
amsuiatery pavmens Ior patiens of each
p'avide- wvoe. we dedned ambulaery fav-
mens acl'. 20 inciuce saymens for am-
bulatcry visis and gther amoulawry ser-
vicas reimzumed Sy Macizzid, Qthar amSu-
latorv services inciucded lacorawery, x-rav.
arnc any other srocadures assocatec with

amcuia:cr'_. visit as we:l as pharmacy. den-

“tal, vision. hearing and Tansporacon ser-

vicas. [n 1987, apgroximarely 4% of ol

mzulatery zaymenss twers {or visis: 31%
fo. Iacora:s:':. X-rav. and other zrocadurss
assqciated with amzulamory care: 16% for
pnacmacy: +% for visicn. denzal and hear-
ing servicas; and 3% for ather amzulatery
sersices.™

In addidon. Mediczid may recaive two
claimms for care providad in a hostial ciimc
—the hoscini can diil a faciiity fee. and 2

phvsidan can biil for paysidan’s services.

However, our analvsis found that the pnvsi-
can comgonen: was nct consistently biiled.
To aveid doutle counzing, we used oniy fa-
cliry claims o coun: gurFatent and amer-
gancy dezarmment Visiis

Fincdings
Pauent Mix
The AFOC poou’a":n in 3ainmere was
largeiv voung(80.3% under IS velrs ar agel,

fe:‘.‘.ale (62.0%), and 2iacik (32,17 De<""°

-t e e > T T
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Taslz.  Amzuirrs Ciagnuostic Crouss (ADGs) and Sxamgies of Cummen 1C2-3-CM Diagnoses

r.nlmv inww

£:ck ADC

ADGs

Enamotes
(1C2-3-200)

wmed: Minor

wed: Minos Pamary lareczions
Time LUmuted: Mawr

Time Limued: Mawe: Primary infeczons
Allerzies

Astnma

Likeiv -3 Recur Jiscere

Ukeiv :0 J2cern Qlscere: Pnmarr {afeczuns
Ukeiv @ Recur: Mrogressive

10 Chronic Medical: Staole

11 Caromic Mediczi: Unstaoie

12 Caromic Specaity: Stanle/Orthupedic

13 Chronic Sgecairy: Stapie/ Ctuianmguiugy
1+ Caromic Sgecuity: Stadle/Qonrnaimuivgy
13 Caromic Scecaity Srable/Qther

16 Carome Specaine: Uastabie/Crinuoedic

W N O U e 2 —

0

17 Chrumez Srecaine Unsrable/ Ctuiarvnuoiogy
18 Carunic Soecain Unstapies Oonnaimuiugy

19 Crrorie Scecaity: Unstaoie/Ctier
10 Dermimsiowic
11 Imunmes: Adverse T¥acs/Minur

= oS/ Mar

22 Iniunmes: Adverse IF
I Psveausoaais Mawr

2+ Jsvchusucai: Other

I Psvenosnvsiivgsi

1§ Siens, Svmoroms: Minur

¥ Signs/Svmproms: Uncerain
3 Signs/Symprums: Majur

19 Discrenanary

30 See ind Reassurs

31 PrevennvesAdmunistratve
32 Maiignaagy

33 Pregman

3¢ Denui

99 All other

Cermanns 16319

Acure URI (5633}

Synovids (72.09)

Preumonia (136)

Allerze Rhinds (377.3)
Astnma (493.30)

Vagimas (615.10)

Cams Miada (3307

Diacenc Xetvaadusis (250.10)
Hvoerrension (401.9)
Curonary Atheroscierosis (414.0)

. . __Chondromaiaca Paceilae (717.7) _

Hearng Luss (389.3)

Retmacnon Disorcers (367 3
Puiversuc Jvanes [153.4)
Juveniie Ostewchunarens (7324)
Chrome Sinusias (+:5.3) 4
Clauczma (3639 =
Pseudomumur Jameen (34800
Acne (706.0)

Ankia Sgrzin (35700

Teds of Memscus :335.0)
Ceorsssiun 1300.4)

Adiustmen: Reacnun (30%.9)
Ligmine (5+0.3)

Headache (73<.0)

Paioitanun (733.1)

Chest Pain (73650

Sezaceous Cust (70820

Sxin Sezrs/SEroests (7G3Y  - - -
Ruuzne Medicai Ixam (Y70.9)
Malignan: Shin Neugiasm (173.9)
Pregnans Stane (V2D

Curumie Singvins (325.1)

Source: Wetner MP. Stzrfeid 3. Sternwacis OM and Mumiord L Deveivoment and appiicszon of 2 pugulanun
uriented measure ot ambuidiury care case-min, Med Care 19910 19:455.

the reiacve homogeneity of this goguiadaon.
the distibution of age. sex, and “cecaxlv,
raca varied signifcandy ameng pmvxce'
types (P < OOL) (Tacie 4.) Maost nomwmbiy.
users wicse astmated usual source of are
was an office-tased physican wers hwo to
four 4mes more likelv to be white than were
users of hosgirais or fedenily funded dinics.

~ Tnere were also significant differences in
Qse mix amang users of different provider

types. Tacie = shows that for each ADC the
perzeniage of users by estdmated usual
source cof ¢are <aregory varied significandly

1124

(P <.01 0r .001). To uncarsmand this @apie. !

is necessary i reccgnize thata givenindivid

ual may have muiacie ACGCs. For examgte
if. during the course of :he year, 2 woma:
recaived thrae d.:z:oses—p acnancy, dia
berss meilizis-stacie. and schizophreniz
she was caunzed in 2ach of three ADG cate
gor'ﬁ— prea"am:',. “caronic medicai

sabie” and “psvchosocal major.” [f, alter

nadvely, she had thrae difersnt diagnose
that were classified 1s “tima-limited minor.
she was counted oniv once in that Gtegor,

Multivaram anaivses sondrmed that sig
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Tawme 4. Percent Diskdibtion of Anbadaiory Case Hsers Acconding 10 Vanal Source of Caie by Age, flu.-x, Race, and Previous Earollment

Hahiimoce; AFDC; Caontinnously Eapalled, Tiseal Year 1985

s
-

N

“

i
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. : Chi-soprane foeve
Chasacieriabivs MDD FOnie orb CLy kR MIXED NO MA .‘ul5.,';?.:1'.‘.-.:.‘..‘.5' :
Apv :3
Tonal faa Haa [TUINY] i a T foan - I i) 9
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3-5 s LS FH 17 6 129 13.7 44 »}, = 55551 0
6-12 1.5 X 153 2K 207 154 170 ’ @
1217 15.4 iin 125 15 s 121 12.7 3
14-12 6.7 4.1 i25 3 XY 124 ti o < -J'g
-1 279 192 293 04 29 315 1) il
154 ' 18 I8 14 e L 0 13 i
Sex é
fatal nn.e 104 1D 100 n TR i [RVITRI x - 70298 -
Made I 15.3 4 1o b 2 Y 2
Female “a2 i ? N5 55 4 0l 1.1 N P ool il
Hae : . ié
batal i T Hin TN YY) i i 2, An7u N
Mok 0.7 1y Hi) A Hh b ) K i
Wit 4.5 71 tid 6] KRl 127 21 4 [N 1T 30
[RITITY ¢ , ih ’ il (1) ) Wl i | s Pe
Irevious enrollinent . . 1 ) )
Toal . 1nan [LUTRY) (TN 1000 [JUIRY] [T | ona l: = 25418 l:l
<t Ma 7.4 [TIN] Y (R} 5.4 6.} [ b I'I
b Mu. 92 4 ' PR 90 6 9.2 94 b 937 i 93 4 Po< 0y i
O
AFDC, Aud o Famiihies with I)rpcml--nh Childsen; MDY, Ofiee based $fhysbcian; FOUHC, Pederalty Cuatitied Hleatis Cuades; OPD, Gugpagicat Deparineant, C&Y, P
Chitobsen aned Yot Chan B Bmesgoony Rooue RHAED, Blospitad Mised Saraces; NO MAL o Mapoay teaace. : .
Hute, bahividinala weae assigned o the prowvihes n-nrun:lhlu o ssse than S0% of then ambilatny care fidbviduabs in the Mo Majonity Sangce category had nasuch {'J‘
provider Pegcents may i acdd 1o 100 00 becanse o ownding. Fhaese weie 69,130 ambobaony case ssees s duded i e shisdy. A
Santee: State of Macyland l)up.uluwullul Licabih and Mental Py giene; data from the Maaybosd Medicaid Mastageoacns darmation systemy; dala developed by the >
Podicy andd Hleabih Suilativs Adminisuation. ! ]
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Tames. Percent of Users of Each Usual Source of Care in Each ADG: Dallimore; AFDC, Continuously Enrolled, Fiscal Year 1985
Lnd Sonnee wf Case
Ambulatary Diagnastic Number
Gaonaps (ADGs) Uhers MD FQHC arn C&yY [ MIXED NO MA)
Fune Junihalb: ivinos 21,004 30.2 2.6 3z 218 220 35.2 375
Fane nnteds minon-primary infections 19,157 [ (I N N 57.) 410 605 02
Tone hanitads majos HHA V.1 7 4.7 L] 12 2148 )
T it major-primary infections 7.026 Y (] iy ‘6 94 16.2 112
Aldlergica ERILR 5.7 30 ta 39 24 1.4 5
Asthina 50549 (] b 7.1 ] 8.5 Bb 76
Fiboly b gecurs discrete 172,042 204 164 201 159 A 292 355
Fikely b secun discecte-prinvary infections 22642 12 99 BTN 32 231 371 B1 ]
babcly 1o aecun progaessive I B 2 ) N A ¥ 7
Chonne anedicals stable 4424 146 87 ito 9.5 7.0 154 o
Cluanie spedicals nstable a2} CN 14 N | 33 42 1.7 7
Chuomic specialiy: stable Zasthapedic SHl R ] - M 4 .5 13 [
Chuanic specialiys stableZatolaryagology 71i 7 N [ k] A 1.2 [
Chunic specialiy: stabile /ophithalinology 100 ()] [Ny 17 4 .7 20 1o
Cluonic spwecialiy: stable/ulbier Ay N XY A A 0 2 4
Chuonic specialiy: mnstable/unhopedic 168 7 A 7 2 5 H (]
Chuonie speecialiyz sinstable Zatolary ngualogy [RTRNY [ H 20 ] ] 2.4 1
Chroniv specialiy: s table/uphihalimalogy L7 I8 (WY 25 3 Y 22 24
Chaunic spedialiy: wnsiabile fothes 175 6 A i 0 3 1.2 (|
Deamatodogic 6.276 74 U 12 1.4 1.1 85 IR
fnjsdies: wdverse effects Jainor 1590 45 [N (K1 ) 332 32.7 s
lujisivs: adverse clfevis /majos 15930 ol 1514 v 7 215 35 372 2d )
Paychusocial: major b.611 v.d 4.4 in2 37 57 o 116
|‘>)‘t’|lll)’tk’i-l|i uither ].575 15 13 35 [} 16 SN 5 "J
Pay chaphysiolugic J.uhH 59 ap 412 e I9 106 63 g7
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equalized the demograchic and morbidity
charactenisics of the corulation weated. the

Vol. 31. N 12 PACVICERS PATIENT-MIX DIFFERENCIZS AND ZFFECTS ON MEDICAID USERS
enmmzz=a-a=z P IZ % 2 nificant differsnces in patient case mix
=22 og-z i g ;- £ amonyg users of different srovicer wypes per-
N - I sisted aven after conwoiling for vanation in
=z = 2 parent age. sex. race. and grevious enrcil-
= ER ment. Although stamsdcal signifcance
mosenzmez! 2 = : 2 might be anticpated based on the large size
mERs ETETE 2 3 of the study populadon. some of the vara-
s 3 $I: tion in morbidity among srovider types had
T_-"_ = ‘f_;;' ¥y pracdcal significance as well. For exampie,
~nczrmaza]| 2 C HEE outpadent deparmment users wers three
ErzT 3~ 02 22z times more likely to have a diagnosis of
I 33 .; pregnancy than were orfice-based physican
Iz FE users. [ndividuals using outpanent depar:-
_—zi—rmme—n - ; = z ments were twa to three 1tmes more likely to
SEAT g <7 il : have a diagnosis for malignancy than were
:: 7 individuals using office-based znhysicians.
- federally-qualified heaith cenrers. Children
NT=zemazoal 233 and Youth Clinics. or emergency rooms.
ATAZTITAT Iz P Users of office-based pracdces and outpa-
$<:z -z tent deparmments wers approximarely twice
37 I3 as likely to have majcr psvchological diag-
P g Z 2 3 noses or unstabie chronic medicai diagnoses
ItRT 2 T 3E3 iz compared to users of Federaily Qualified
i5 s 2=z Health Centers.
iit =3
3=3 £33 _—
sz e=sz~z! T 3= s 5= Utilizaticn and Payments
¢33 =2 z Patient-mix characresnisics had a major
=3 : .= impact on resource udiizaton. However, sig-
TiiTIzizo z z -i;:" i nificant differences in udlizaden and pay-
=S TATZIELE Tis ments amung users of diferent care sources
-t T ERR: ;Z;—é persisted even after conmolling for differ-
73 i:zs ences in patient-mix charac:eriszcs. Table 6
Z:3 £32 provides an overview of these findings. Ta-
E I23: ble 7 shows unadjusted and adjusted means
£2: 233 for utilization and pavments for users ac-
i¥: Z2:Z  cording to their estimated usuai source of
TiE 224z care. Unadjusted means reflected actual uti-
=&z Z=2%  lization and paymenss for the study popula-
. M SET $3i:z Hon. Adjusted means esumated utiization
z z 3 R and payments that would have occurred if
z . é £ 3= ‘: every provider had treated patients with the
E 3 oz 2223 same distribution of padent-mix characteris-
= 2., |23 $I:i: tics (i.e.. an average 3altimore v AFDC re-
i 2 = I.%i3 cipient). Given that we have statstcally
4 =z
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Taspk 6. Ovuerview of Significant Didferences® in Ulilization and Payments per User pes Year by Usnal Source of Care
when Compared i Users of Outpaticnt Departinents

Ambulatory Inpaticm
Usual Sounce . Tunal Peobability 4 :

ol Cage Lhsaers Tulal § Visits 3/ Visit Adhiniasion Days $/Day
D , 16,538 - t - : - :
rQuc ' 1.508 : 4 . - NSD Nbb
OPFD (efesence) : 18,239
Ly 5.234 - - - : t NSD
R 5.894 - - [ : NsD
MIXED .24 : - . | "

NO MA) 14,480

V.oaneie than OF1) nsers: -, Jeas than OPE user; NSD, o significant ditference; MY, Otce Buised Phiysician; FOUIC Fedeailly Quabidond Heabth Centeg; 08D,
Ouipateat Depaniment; C&Y, Chiliien and Yo o, LR, Bneiggency Bowsng MIXED. Bhaspiial hlived Souees, MO MAL No KMajoriny o,
Nute. Bdividaals were assigned 1o the provides gesponsile fog e thaa 505 of theicambubatocy cave bnhividals e No Mapay Seasce category landno s h

proveber Thege were 6%, 130 ambulatory caie e cluded m the shindy population.
Senee: State of Maryland Depadinent of Dleabih and Meatad Fiygicoe, shata fions the Maryland Medicand Managgement Infosmation System; data developed by the

Pubicy and Fealds Stadistivs Adaaistestion.
* Ditlerences which were signibicant ab P < 001, 08 op 05 bn regression models for the effects of usnal sonece of cage, controlling fog patient demographics (age. se,

vace), previous cnsolloient, and case-min (ADG's).
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TaBLE 7.

PROVIDERS' PATIZNT-MIX DIFFERINCTS AND EFFECTS ON MEDICAID USERS

Unadiusted Mean and Adjusted Mann? Utilization and Payments er User zer Vear oy

Csual Source of Care: Baltimore Crv. AFDC Condnuously Enrolled. Fiscal Year 1953

Staasacal : Stadsacal
Usual Suurce Unadiusted Sigmfcance Adjusted Sigufiince
of Care’ Mean F, or X* Mean F-3tadsac
Tutal cavments* F, = 209.29™
MD S 384.66 719.12 3z
FQHC 107 .35 74031 124.75™
oPD 1505.30 1.161.88 regerence
Cky 67+.63 960.20 3170
ER 196.23 739.23 15;3.12“'
MIXED 1061.03 " 834.13 74.27
NO MAJ 1000.13 811.06 9277
Ambulatory visits P F, = 341 .
MD 73 753 7132
FQHC 5.7 7 7.43 1.96°
QorD 77, 722 reference
Cly 5.68 6.75 710
ER 191 5.08 22527
MIXED 6.73 3.33 jls.25™
NQ M4 8.07 6.38 177.60™
S/ Ambulatory visit? 7 F, = 516.30~ -
MD S 48.04 s 3o 133183
FQHC 6.36 7 31.51 (32191
orD 79.30 53.33 reference
CkY 6132 56.23 10,33
] 103.17 90.83 1930 567
MIXED 87.33 66.42 73.39
NO MA| 6837 5202 208.3s¢
Probapility of admission Xt = 2086.62 .
MD 07 .10 523,65
FQHC o7 11 20049
oro 21 .18 reterence
CLY 07 13 380} tan
=R 07 .10 8977
MIXED .16 12 103.+="
NO MA] + 12 13097
[noadent davs’ F, = 479 ) o
MD ’ 5.35 3.41 5367
FQHC 5.77 6.05 13
Qoro 5.79 6.29 reference
C&kY 8.87 7.87 a.71™
ER 5.0 5.42 20
“MIXED 5.46 5.14 6.07°
NQ MA[ 591 5.38 3.02°
$/nvanent dav’ ' F, = 473>
MD ) 515.68 542.06 23.23-
FQHC 52230 519.31 1
Qro 594.13 566.04 reference
CLkY 500.46 51531 .84
51 540.53 568.49 834
MIXED 547.18 560.33 6.60°
NO MA| 542.36 560.34 12,13

Note: Full regression resuits are available in Stuare. M: Pracdce Variation in Ambulatory Care: Utiiizanan, Cost
ind Preventive Care for Medicaid Users. Doctoral dissertadon. Johns Hopkins University. Baitimare. 1988.
Source: State of Marviand Department of Heaith and Mental Hygiene: daa from the Marviand Medicaid Manage-

ment Informanon Systerm: daca deveiuped by the Policy and H

Statistical Siqniftcance
=P <.001.

“P <. 0l

*P < Q5.

th Stadstics Admunistranon.

° Utilizarion and payments that would have been made if patients with the same dismbution of characiensac had
been treared by every provider. Unadiusted meins were regression adjusted for patient demograomic charagiensncs
{age. race. sex), previcus enroilment. and murinditv (amoulatory diagnosis groups). The reterenue Cltegory was
uutzanent department users. .

*Individuals were assigned t0 the provider respunsibie for more than 50% of their ambulatory care. There were
69.136 ambularory care users included in the srudv populacion.

* Tutal pavmenss inctudes all amoulatory and all inpanent hospital pavments. )

¢ Ambulatory payments included visits. anallanes (x-cav. lab) and other services (pnarmacy, etc.),

‘ Fur users with J¢ least une inpattent admussiun (n = 3.064).
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STUART AND STZINWACEHS

adjusted mean Jdiderances by grovider dace-
gorv mav te armpured largeiv to meawment
or pavmen: difersnces berween types of
providers. .

Figure 1A ilustrates how mean ol pav-
mens per person per year were more than
twice as high for users of outpatient depar:-
ments as for users of office-based pracdces
and Federzily Qualified Health Centers and
how these differences were reduced (43%
and 39% respectvely) when the means were
adjusted for patent-mix characteristcs. De-
spite these reductons, the adjusted mean
total pavments per user per vear remained
sigrificantly higher for users of outpadent
departments compared o users of all other
provider wvpues (P <.001).

Higher admission rates were a major fac-
tor accounzing tor the high toral avmeancfor
hospital ouszadent desar‘n‘e'us compared
to other provider tvpes. Figure 1B lilusates
the impac: of pa:ienhnix adjustmentun the
prooaoxim of huspitaiization for users of the
three provider types. The unadjusted preba-
biiicv of ingatient admissions was 0.21 fer
users of outparent departnentss compared
to 0.07 for both users of office-based prac-
ticas and users of Federily Qualified Health
Centers. Adjusting for patent-mix charac-
terisacs accounted for approximately haif of
these differances. Still. the probabilicv of ad-
mission remained significantly higher for
users of outparent deparmments when com-
pared to users of all other provider tvpes (P
< .00,

Ambulatory visits per user per vear were
lower for users of Federally Qualified Heaith
Centers relative to houspital ourpatient users
before parient-mix adjustment, but weresig-
nitcantly higher after adjustment (P <
.001). After pa:ieqt-mix adjustment. users of
office-based practices and Federally Quaii-
fied Heaith Centers had 7.75 and 7.43 am-
bulatory visits per user per year. resgec-
bvely, compared tv 7.22 for Hosmtal ourTa-
Bent users ’Fmg. 1Q). Users whose estirmated
usual source of care was an emerzency roum
had both the lowest unadjusted mean (2.31)

1130
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Mzoica CARE
and the igwes: :Ziusted mean (5.08) for am-
bulatory wisics oer user ;:e: }' ar

Findings rega:rding incament davs per
users of Chiidren and Youth Clinics iilus-
trated how clusters of very sick patients may
infduence uciizadon rates. The acz;usned
mean numzer of inpatient days per vear for
users of Chiidran and Youth Clinics ex-
ceeded 3v 1.3% davs the mean for users of
hospitai ourcazen: deparmments. This dif-
ference may be ilinked to the role plavedbva
major Chiidran and Youth Clinic in Balt-
more in :rovic...g follow-up care to chiidren
discharged irom neonaral intensive care.

We acdressed these and other similar
concerms bV cancucting additdonal analvses
tharexciuded high-cest usars, women Rospl-
@iized for deiiverias, and users of neonatal
intensive care sarices. With few excepdons.
differences that were significant in the origi-
nal regression models re:named signidcant
during sensigvity testing. Most notasiy, dif-
ferences in the '-rocabum' of admission re-
mained s1gmnc3ntlv higher for users of out-
patien: decarmmenss compared to users of
each of the other srovider types studied (P <
.001). Simiiar results were obrained from
sensigvicy analvses regarding the desinicions
of hospial diinic users. Users of office-based
practicas and Federaily Quaiified Health
Cznters condnued to have signifcantly
lower prepabiiides of admission and costs

" compared to hespial clinic users (P <.001).

Progorion of Vanance Expiained by Major
Ingegengent Vanables

Since one ubjectdve of this studv was to
berter understand the effecs of patent-mix
differences on udiizatcn and payments. we
measured the variance -..plamed. by each of
the major categaries of indegendent vari-
ables in our regression models. To observe
the effects of adding case mix to the other
indeendent variabies in the regression
equasion. we sgeciiied three models for each
dependent vatasie. Mode! [ included only
the usual source of care vartables. In the
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Vol 31Nl 12 PRCVIDERS' T=TUINT-MIX OIFFZRENCES aND IFFECTS ON MEDICAID USERS

MEAN TCTAL PAYMENTS PER USER PER YEAR
Per Jesiimare CQiy Continnensiy Bariled: FY 1913
11.300

$1.400

11200 <4

é $1.000 <
-

20} [T § W - PR

Usuai Source of Care

PROBABILITY OF USERS WITH INPATIENT ADMISSION
Pov Balit Qe

y Rarsilear FY 1713
o2

0z 4 - - -
%
per 77
a.is - A = e . man o
B e
. i .
all /?/
LY

- —— )

& sdjusies =

Usual Soyree of Care

Candivaies

MEAN NUMBER OF AMBULATORY VISITY PER USER PER TRAR

Poe Ruilimave CI1y Conticnemsiy Aaruiloas FY 1718
(1]

Qi g e

T35 AL
.
C.

Unsdjuses Ad|usted =

Usual Souree of Care

reue 0 offev=toows 40 23 Hessstal PO

*® Nate: Patlient mix adjusted for sexr, age, race, previous enrollment, morbdidity (ADGs).

Fte. 1. Provider's patient-mix differences. Kev: FQHC. Federally Qualified Heaith Center: MD. physican: OPD.
vutpatient deparrment.

Suurce: Stare uf Marviand Department of Health and Mental Hygrene, Marviand Mediczid Management [nforma-
tun System: dats deveiuped by the Pulicy 1ad Health Stausncs Admunistrziun, '
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STCART AND STziNwac=s

Tasz3. Cumpanson ot 37 for Regrassion
Modeis [ Il and Il fur each Desendent
Vanagie: 8ainmore City, AFDC. Cunnnuously
Enroiled. FY 1983

Dependent Vanapie* Model [* Model 1[I Moded 11
R R? R*

Total pavments 02 .05 13
Ampridtory visirs 0+ A1 R
Pavirent per visit 13 .16 .20
Prodeaiiicy of

admission .03 49 2l
Inpanen: davs .00 .03 .08
Pavment per _

invanent dav .02 .04 10

Note: individuais were assigned to the provider re-
spunsible for mure than 30% of therr 2mzuiatwry care.

Suurce: State of Marviand Degartment of Health and
Menrai Hvzene: d3ia from the Marviand Medicad
Management [nfurmanon Svsterrt daca dev civoed by
the Poiicy and Heaith Stansnes Admnistranon.

* All vartagies were caicuiated per user ser vear.

* Indesendent vanaples inciude usuai source uf care:
Office 3ased Mvsidan. Fecerally QuaiiRed Heaith
Center. Ourpanent Deparrment. Chiidren & Youth.
Emergency Ruum. Huspiwal Mixed Suurze. ané Nu Ma-
forey Suurce.

‘ Indeoendent variabies inciude usual svurce of care
and pagent age. sex. race. previvus enrvilment,

* Independent vanabies inciude usual source uf care.
pagdent 1ge. sex. face previvus enruilment and morbid-
ity (ADC’s).

Made! I, we added patent variables for age.
sex, race. and previous enrollment. In Model
Il we added case-mix variabies (ADGs) in
addizon to the variabies alreacy in the first
two medels.

Tabie § shows the R* for each model. R?
indicates the proportion of variadon in the
dependent variabie expiained bv all the inde-
pendent variabies in the regression model.
Possibie values of the measure range from
+1 10 0..If R* is equal to 1. the independent
variaoies wouid compieteiy aczount for vari-
ation in the dependent variable. If R?is equal
to 0, the independent variabies would ac-
count for none of the variagon in the depen-
dent variabie.

With the axceotion of pavments per am-
buiator visit. Madel [ expiained little of the
variance for any of the major derendent
varagies. When user demograghic charac-
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added (Miozzi U), R* increasad fur 2ach de-
penden: vazatie, For all depencent van-

ables (excaz: _::raxa..ents per istt), the grear-
est contm-unon o R came frem acdding the
case-mix mezsure., ADCs, to the regression
model (Medai [T1). Total R? for the fuil mode!
(Modei [II) was highes for amcuiatory visits
(0.44) anc r2ianvely higher for prozapility ot
admission (3.21), and pavments per ambu-
latory wvisit (0.20) than for tctal payments
(0.13), inpzzient pavments ger day (0.10)
and ingaznen: davs (0.08).

Discussion and Impiications

Qur indings conirmed hat fattent-mix
characrarisdcs, and especiaily casz Mix. wers
major {acicts exciaining vamanon in re-
source use ameng users of difersnt care
sources. Tur that :x:.....cnn difarences re-
mained 2van after adjusting for these fac-
tors. As Tatie 3 shows. our dncdings wers
largely consisient with those oerained in pre-
vious stuciss. However, this study differed
from thesa studies in that it cor""ar“d toral
utilizadon and pavments gver an extended
period of ime for all users. of ail provider
tvpes. for a dafined populancn. In addition.
it used a casa-mix measure that considersd
all diagnoses idennfed over the course of a
year. As Tabie 9 iilustrates. previous studies
comparing uilizaden among fee-for-service
amuuiat o care providers were limited by
the narrow range of care setings compared
and/or by the use of less than comprenen-
sive udlizsdon or case-mix measures. Tne
presentsticy’sunusually comprenensive ex-
amination of the probiem was achieved
through the combined use of ADGs as a
case-mix measure and claims data obtained
from a large administrative syseem for all.
rather than for a sample, of contnuously
enroiled Medicaid AFDC users over the
course of a full vear. This preiile containec
all services biiled to the Medicaid program
conseguenzly, it was not limized by patien
ar provicar recail.
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Taste 9. Features of Rescarch® Compasing Case-Mix and Hiilization Amany Fee-for Service Ambudatary Care Providers

Kravitz /el al.

Typu of Swdy*

Lion/Alman

(1y9» McDeviti/ gt
Grecnhebd et al. Babtan et al. Chedkin/el al Vhas/Malban
Fealures (1yun’ (1ouu)** (an't vl al (1985)"

Wennbuerg (198 14)

Hlebdy
Schiwaiie
(an”

Range of case selling comparisons

Limited —Paivate

Limibedl—O1D

Nuone—Intesnisis

Vimited — O1'D

Nuone—cimpares

Limibed-—001'h)

Mis x va va Fanuly ve vt peographi. va ivate
Paactice Type; Physician’s Physicins AMD RTTENS (Y]}]
HMO Oince
Mueasures tlal willizatlon over a Yes—Rales Nuo—Eplsodes No—svlecied No—Time Na—lapaticm Na—Inpatiens
ihehined period u‘ tune eatimated of lness fur proceduges spent Adiissiuna
Selecied and bne spent
Cuonditiuns
Typa of case-mix nuasugment Functional Vel Nune Ambulatary Nunu Pregnany
Slatus, (iitization Visu Groups
Chsunidc
Condilions
Findings regarding:
ta) Case-mix dufferences {a) Yus {a) Yes (a) N/A (o) Vinhe 4 N/ZA (A) Yus
1) Resonnce wtibization diffesences () Yea {h) Yeos {h} Yeu (B} Yea ) Yer - () Yoes

* Thus is not intended 1o represent a comprehensive review of previous research but rather o provisle an avegview of the types of studies which have adidiessed one

of mare of the dinwasions which are the prisary focus of this study.

? See relesences fur Jull citations for these sidics.
*Liun and Allman (1982) sepodied that there was little difference In the case-mix seen in outpatical depaiments and physicians affices. However, ionand Alimag

exchnlad visits i obstetsicians Zgyncecubugiss which waabd have cliinsted maost diagnoses b pacgnancy —-the iajor case-mia difescnce bebveen vsers of sndpabieant

depastments and office based physicians louad i our shudy.
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Strenqins anc Umitations of the Case-Mix
Measure

The absence of a comprehensive case-mix
measure has been 1 major chidasm of pre-
vious researchl. In light of our R* cesuits and
sensitivity tesung we beiieve ADGs provide
a reasonaple measure of case mix for com-
panng the probapiiity of hospitaiizadon
among, providers as well as a strong measure
for ambulatory utilization. ADGCs did not do
as weil when there was a concenmadon of
extremely ill cases in one usual source of
care as frequently occurs in regionalized
trauma and necnatal systems. We believe
that further examination of provicer differ-
ences with regard ‘o inpatent urlizagon.
using Diagrosis Related Groups (CRGCs) asa
case-mix measure. wouid de 2 usafui focus
for future research.

Patient Characteristics Influencing Sesource
Utilization

The padent characteristics measured in
this study included those that were most im-
porant in exgiaining variance in heajth care
utilization fora Medicaid copulation.™ How-
ever, there were gther padent-reiated vari-
ables that we would nave liked :0 measure
but could not. due to the limitadons of
claims data. These inciuded undiagnosed/
unreported mordidity, heaith sk Sehaviors,
and attirudes toward care sesking. ADGs
measured the prevalence of diagnosed mor-
bidity. A diagniusis could not be counted in
this study if the person with the condidun
did not seek and receive care if the condi-
tion was not diagnused. or if the diagnosis
was not recorded on the Medicaid claim. [n
addition, knowlcdge regarding health care
services and generaf health beliefs and arts-
tudes have been identified as predisposing
vaniables that are refated to the use of ambu-
latory services.™

Provider Characienstics Intluencing
Resaurce Utilization

Provider charactensics other than thoese
measured mav have :nriuenced resgurce ysi-
lization. Tne low extent of expiained vana-
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don (RY) in regression Moede! I where the
estimated usuzl source of <are was the soie
category of independent varabie, indicated
there was considerabie vaniaton in ugiiza-
Hon and pavments within provicer carego-
ries. Cther factors that may interact with
provider rvee o influence physician practce
patterns inciude financial incenaves.®*
communir locadon.™ soio versus group
practices,'*?3%3! being a Federaily Quali-
fed Heaith Canter,’> and physician spe-
daity. Reporwedly, pediamicans provide
more preventive care and prescrite fewer
drugs than generai praczzoners.” and in-
ternists ordermore tests than family and gen-
eral pracsidoners.'**7243% Lina et al.” found
that medicai specialty inreracss with level of
training or location of grocsice, resuling in
physician suSZroups Wno ercer warkups of
very different size and cost.

Hospital site and nosciml teaching status
have been found tc be associated with
higher utdiizagon and cosis.'®***"% Gold
and Greeniick™ found thatevenina prepaid
health pian hespitalizatien rares {or hospital
based internists were higher than for inter-
nists in freastanding clinics. Consistent with
our findings. une of the most stiking anc
persistent erfecss associated with use of hos-
pital outpatientdepartmentsis high hospiaal-
izadon rates.'®'? #3497 After examining epi-
sodes of care for selucted Tacer conditions in
the Michigan Medicaid zoculaton. McDe-
vitr and Dutton found the orocability of ad-
mission was §2% to 150% greater for pa-
tienrs initiallv seen in an outpatent depart:
ment compared to those first seen ir
physicians’ officas. They concluded tha
outpatient care was more ¢ostly when com
pared to care in physicians’ offices, not oni:
because of price, but also because contnuit
of care was less common and the [ikelihoc
of haospital admission was substandall
greater."?

Intergreting Payment Data

Since total Medicaid pavments were
funcsion of both unlizacon and price. con




e -

Voi. 31, Nu. 12

parisons Zased or zavmenss alcne must Se
interpreted with caudon. [n Marviand. Med-
icaid pa:d higher rz2zes for ambulatory care
in hosciais than in pivsicans’ offices. The
Marviand Medicaid Program was legally
mandated to pay ccst-basad rates for both
hospital outparen: (including energenc.)
and inpatdent servicas. By conerast, fees for
physicans were sstabiished through th

state budger process. In 1983 the average
pavment for a pnvsician visit was $18.00

comparead to $39.00 for a hesotal outpatent
visit. ' '

Generalizability

Care should also Se taken in geneniizing
from our study peguianen 0 other popula-
tions. This study inciuded oniv peovie who
were users of services, defined as individ-
uals with at least one visit 0 an ambulatory
care provider. This disdnczon is pardculariy
important if the reader is attemptng to com-
pare fin czmgs 'ezzr::ng ugiizagon or pav-
ments to MO udiizadon or Jayments, or to
make comparisons to nadenal population
based da:a. [n borh instances, mates are typi-

cally caiculated {or the endre populagon, in--

cluding users and nonusers. [n addidon, the
studv popuiadon was an AFDC population
in a large urban area where aczess i are did
not appear to be a proviem. The Medicaid
AFDC poupuladon differsd in both demo-
grapnic and mersidicy charactenistics from
other Medicaid popuiations such as the dis-
abled and poor eicderiy who reca:ved Suppie-
mental Secunity [ncome (S3i0). It can be ex-
pected that udiizacion rates woulid have var-
ied for these diverse popuiations. Finally,
the studv populaton was continuously
enrolled on Medicaid for at least one vear.
Utiiizanon levels would most cerainly have
differad for individuals who were enroiled
sporacically or only briafly.

Palicy Implications

In light of the compeiling need o contain
\r(edxc:xd costs. findings indicating that ex-

- PROVITZRS PATIENT-MIX DIFFERINCZE AND IFF=CT3 ON MEDICAID USER

pendirures icr users of office-Tased physi-
cans and cinics are less than for users of
ourpatient decarrmenss may make the idea
of limiang Medicaid coverage for hospital
ourtagent deparrments arpealing. How-
ever, clusters of very sick peorie and people
with specal needs recaive care in outpagent
ciinics. It may be pargeu'arly difScuit to find
private providers who are equipped and wiil-
ing to care for some of these padents, such as
chidren with psychiaric proclems and
women with high-risk pregnancies.

ArecentMarviand Medicaid inidativecon-
stucdvely addressed this dilemma. Based in
part on findings from this stucy, Marviand
Medicaid esiaciished a managed care pro-
g2m known as the Marviand Access to Care
Program (MAQ), in which Meadicaid recioi-
ents select a primary care provider who is
r&ponsibie {or providing or preauthorizing

most all care.

To encourage parmcpanon ov orfice-
based pnysicans and federally-quahﬁed
heaith centers. substandal fee increases
have been implemented for these providers.
Data on padent-mix and udiizaticn differ-
ences assocated with provicer type wers
used to modei the financal impact of these
fee inceases using various assumpgons
atout provider selection patterns. ' Hospiral
ourratient dinics were given the opportu-
nizv to become MAC providers in light of the
care thev provided for parients with specal
nesds. However, hospial dinics. like other
MAC providers, must meet sitandards de-
signed to improve condnuity and assure ade-
quare preventve care. [n addidon, Medicaid
is using claims data to generate feedback on
pracice variaton for MAC providers and
program adminisgators. Tarough this ap-
proach, Marviand Medicaid s taking steps
toward improving the cost efectiveness of
primary care with minimal disrupton of ac-
cess for padents with special needs.

Canclusion

These fAindings indicate thar case-mix ad-

justment is as necessary 3 stes in the devel-
] _ ) :
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ocmenrand vajuation of managed care and

pre.e:‘.'sci crovider armang amen: for ampu-
latory panenw asichas proved to be in evaiu-

atmg II'ID’I'.E“E care. :‘XRCIﬂg‘ suggestal diZer-

ences in provider 2Miciency. These need to

be examined further to begin to uncerstand
how eficency relates w0 efeciiveness and
qualicy of care.
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Costs vs Quality in Different Types

of Primary Care Settings

Donalc Sizinwacns, 50

Objective.—T0 deizrmine the relationship between efficiency in use of re-
sources and quélity of care provided by physicians serving as ine usuzl source of
care for patients in a siz:2 Medicaid program.

Design.—Retrcspective quality-of-care review of 2024 outpatient medical
records of 133 provicers sampled from system-wide Mediceic cizims data in
Maryiand.

Subjects.—Prcviders in three fypes of practice settings (hosoital outpatient
clinic, community health center, and physician’s office) were stratified into three
case mix—-adjusied rescurce use groups (high, medium, and low). A sample of pa-
tients with the diagnoses of diabetes, hypertension, asthma, well-child care, or oti-
tis media were identifiec irom Medicaid claims forms from visits during 1688. Case
mix was controiled by the a2ppiication of the ambulatory care grouns. a method that
charactenzes pogulaticns according to their burden of morbidity.

Main Outcome Measures.—Nurses from the local peer review organization
audited medical recorcs using explicit crtena for quality of care in several catego-
ries: evidence of impairs< access, evidence of compromised technical quality, evi-
dence of inapprocriate care, outcome of care, and several generic indicators of
quality. Well-adult care was assessed for patients with the adult diagnoses.

Resuits.—Although there were some systematic differences by type of facility in
some aspects of quality of care (more access problems for patients in hospital clin-

ics and more technical cuzlity problems for patients in office-tased practice), there *

were no consistent differences in quality of care overall for patients in different types
of setlings and no consistent relationships between cost-efficiency and quality of
care. However, patients in medium-cost community health centers had the best or
second best scores for most of the 21 comparisons of type of quaiity assessed.
Conclusions.—Quaziity of care provided for common conditions in primary care
is not associated with cosis generated by providers. Policies directed toward the
choice of low-cost vs high-cost providers will not necessarily lead to a deterioration
in the quality of care. Stztes can both improve quality and lower costs by consistent
monitoring of programs over time. The finding of generally higner quality of care for
patients in medium-cost community health centers deserves further study.
(JAM A 1984:072:1903-1908)

COSTS and quality of care are often  containment advocates generally assume
posed as competing considerationsinre-  that physicians and health care provid-
form of the health care system. Cost-  ers who use a relativeiy large quantity
of medical resources 0o manage their
patients may be providing unnecessary
From the Decanmer: ¢i Realn PzuCy ang Manage- 1 olv i i
ment, Schoot ol Hygiere and Puciic Heatth (Drs Star- §gmces a.nd pOSSl_D 1' mqeasmg the like-
fieic, Powe, Weiner, anc Siemwacns., ana Ceganment 11004 Of iatrogenic prooléms. They also
of Medicine. Scnool ¢f Mecicne, (Ors Scnole ana contend that providers who use fewer
Gerstengerger), The Jorrs Heokins Unversity, and e 3 : len .
State of Marytanc. Deczamen: ¢! —eaith and Mental Services are assumgc -0 D? pr?ﬂdln.g an
Hygiene. Batumore. Mg (Cr Siwam) Cr Schalle ts now adequate and basic level of services,
wth the Oepanment of Peciatncs. Lrversiy of Aan-  above which there is litzle marginal gain.
sas School of Meaicine. Litte Focx. Or Gersiencerger I sontrast, critics of cost-containment
is now wath The Roken ‘‘occ .o-mson Founganon, . .
Princeton, NJ. Or Powe was an Amercan Colege of  €L00TTS t0 reduce use of heaith services
Physicians teacming anc ‘esearz™ scraiar cunng e believe that better medical practice re-
course of this stuay. uire it f o
Reonnt recuests 0 Cwisicn 2f =eaith Pehicy. The 9 sagenerally mg'n us.e 0L TesSources.
Jonns Hopkins Univers= 62¢ N Zroaoway, Fourn  Managed care organizations are eager
Ficor, Saumare. MD 2122 : Starfieg). to form relationships with low-cost pro-

JAMA Decemcer 28 "322—Y01 272, No. 24

viders anc avoid higner-cost providers
Inanattemg: o control zhe cost of heaith
care. Therafore, the nature of the 2sso-
ciation berween costs and qualitv of care
is of considerasie interest rom boin a
ciinical anc policy perspective.

For editorial comment see p 1951,

With few exceptions, most studies of
variability in patterns of clinical prac-
tice have invoived hospitaiized patients.
have been limited 0 single conditions or
medical services, or have been Umired
in the degree 10 which thev accoun: .
differences in case mix.” Althougn many
studies have compared the guality of
care in differant types of outpariant set-
tings. inciuding some large-scaie recer:
studies,™ they have not considerad con-
comitan: differences in the generation

“of costs: Leaze et al! addrassac the is-

sue of variazions in costs of care for Meci-
care benefcizries across 23 diferent geo-
graphic areas and found no relationship
between costs and rates of inaporoori-
ate care.

We performed a study to assess the
extent 10 which differences in costs of
care, when adjusted for case mix, are
associated with differences in the guai-
ity of care provided te both agult and
child patients with various common con-
ditions under different types of orga-
nizational arrangements: office-based
practice, hospital outpatient facilities,
and community health centers (CHCs).

METHODS
Study Design and Patient Population
The study design was a retrospective
quaiity-oi-care review of cutpaiier
medical records at physician offices,
CHCs, and hospitai outpatient facilities
(including emergency departuments)
sampled from system-wide Medicaid
claims dara in the state of Marviand.
The design was implemented within a
general investigation of variation in am-
bulatory care use and costs for patients
covered by the Maryland Medicaid pro-
gram both before and afier adjusiment
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Numger of Patien's ~tne ~inai Se=cie ror Svaiuation of Quaiity of Care. oy Tyze of Snmary Care Srovicar”
Cost Levet
Proviger anc Diagnosis ILow Medium Hign Tozall
Cttice-paseq onys.cans (R=1C5)
Astnma 89 a5 Tz 208
Diapetes 83 4 67 194
Hyoenension ) 184 Tt 128 383
Cuus meaia . 66 83 88 235
Weil care 25 12 10 g
Total 447 255 393 1095
Cemmuruty heaith centers (n=10)
Astnma 17 15 24 56
Ciaceles 15 10 20 45
Hyperntension 23 12 21 §6
Qutis meqia 20 10 21 51
Well care 10 8 14 32
Tatal 85 55 100 240
Hosoitat outpauent fazilives (n=19)
Asthma 42 34 EH] N
Diabetes a4 29 58 129
Hypenension 82 26 46 154
Cubs megia 86 36 56 178
Well care 2 23 52 97
Total 276 148 265 589
Overal total 808 458 758 2024

*Cutot! points ‘or ne ooserveag-1o-2xzected ranos for lowest 30th percentle and he hignest 70th percentle are
0.67 ang 1.06 for otfice-baseq physic:ans, 0.68 ang 0.94 for community health centers, ang 0.89 and 1.22 for hosoital

outzanent facifibes.

for case mix (J. Weiner et al. unpubiished
datz, 1994). The study population was
composed of patients who had one or more
of six conditions or indicatons for heaith

services; were continuousi enrolled in .

the Medicaid program during 1988 and
younger than 85 vears; were not enrolled
in Medicare; were enrolled in Aid to Fami-
lies With Dependent Chiléren, Supple-
men*al Security Income, or general pub-
lc assistance; had a usual source of care
(USC) that was not a health maintenance
organization (from which there were no
claims forms); had submitted USC claims
for at least 10 patients; and had treated
patients whose total pavment did not ex-
ceed twice the mean plus 2 SDs for the
ambulatory care group (ACG) eligipiiicy
category. Drawing from the literature on
continuity of care provided by a USC,?
we applied a previously used method® to
assign each patient to a USC based on
the provider that rendered the majority
of outpatient visits for the patient in 1988,
as determined fromreview of claims data.

As part of the larger study (J. Weiner
et al, unpublished data, 1994), variation
in resource consumption, ie, combined
payments for all inpatient and outpa-
tient services, was characterized for all
patients (not only those with six diag-
noses) by accounting for two geographic
areas within the state (either the Bal-
timore metropolitan area or the rural
Eastern Shore), tyvpe of provider, and
case mix (using the ACG classification
method).”s First. the study population

was divided into 102 groups based on
the 51 case-mix groups (ACGs) and the
Medicaid eligibility groups; the mean
total payments of patients in each of the
102 groups were then calculated. Sec-

401) ir aduits (aged 18 vears or oicer:
diaberes (/CD-9 cods 250) in adul j
1§ vears or oider;: and weli-chiid care
(n recinients who nad their second birth-
day during the first haif of the swudy
vear), All 2-vear-oids with the chiidhood
conditions (otitls media or asthma) were
also inciuded in the review of well-child
care. In addition, we assessed the qual-
ity of weil-persor. care for all acuits in
the sampie, combdining those I the in-
dividual condition categories.

We used cluster sampiing to select
providers and their patients frcm the
27213 patjents whno had at least one visit
in the year for one of the six conditions
(determined by claims data) and resided
eitherin the Baltimore metropolitan area
or on the Eastert Shore (for practicality
in collecting data). The average number
of visits made by patients with these
conditions was 7.1 (asthma), 8.8 (diabe-
tes), 7.6 (hypertension), 6.5 (otitis me-
dia), and 3.1 (well chiid). Three quarters
of all patients had three or more visits
in the year. An additional 13% had two
visits, bath of which were to the same
provider. In 13% of instances, individu-
als had only one visit, which was as-
signed as the USC. Sampiing patients
from an equal number of providars rom
each of the cost leveis would have re-
sulted in the study of a larger number of
patients with medium cost. Therefore,
we oversampled both low-cost and nigh-
cost providers to achieve a final sample

ond, a rato of the observed.value of:: .of patients of approximately 40% low-

total payments to the expected value
(the mean for the ACG) of total pay-
ments for the vear was calculated for
each patient. Third, to assign these pa-
tients’ providers to one of three cost
levels (low, medium, or high), the mean
of the observed-to-expected total-pay-
ment ratios for each provider’s USC pa-
tients was calculated. Fourth. providers
were stratified by type (office-based,
CHC, or hospital) and then placed in
order from lowest to highest according
to the mean of their observed-to-ex-
pected ratios for totai payments. Finally,
within each type of provider, providers
at the 30th percentiie or below were
designated as “low cost,” those between
the 30th and 70th percentiles were des-
ignated as “medium cost,” and those at
the 70th percentile or above were des-
ignated as “hign cost.”

Sampling for Quality-of-Care Review

In our chart reviews, we stucied six
conditions: otitis media (International
Classification of Diseases, Ninth Revi-
sion [ICD-9), code 381.0 or 382) in pa-
tients aged 3 vears or younger; asthma
(ICD-9 code493)in adults (aged 18 years
or older); asthma in children (vounger
than 18 vears); hypertension (/CD-9 code
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cost providers, 20% medium-cost pro-
viders, and 40% high-cost providers.

Forboth hospitalsand CHCs, we drew
arandomsample of patients in each pro-
vider type and cost ievel. Thus, the num-
ber of patients seiected at hospitals or
CHCs was proportional to the number
of patients with that USC in the cost
level. Office-based physicians were di-
vided into those with small Medicaid
caseloads (the 85th percentiie or below
for number of patients) and larger Med-
jcaid caseloads (apove the 85th percen-
tile for number of patients). The first 10
patients for physicians with small Med-
icaid caseloads and the first 20 patients
for physicians with large caseloads were
selected for review. The final distribu-
tion of 2024 patients within each cost
level was approximately 90% urban and
10% rural. The Table shows the sampie
sizes in each study category.

Patients treated by eacn selected pro-
vider were then arrayed randomiy by
condition in rotating order (ie, otitis me-
dia.asthma, diabetes. hypertension, well
child, otitis media. and so on), so that the
patients whose charts were selected ran-
domly for review at each provider would
contain as diverse a mix of the six con-
ditions as possibie. If any patient had

Costs vs Quality in Primary Care—Stariie!d et al
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more than one condition. one condition
was rancomiy chosen.

Data Collection

Professional nurse reviewers emploved
by the federally designated peer review
organization in Maryiand, who were un-
der conmract to the state Medicaid ad-
ministration, were trained by study in-
vestigators and research staff to conduct
chart reviews, using a standardized in-
strument. in providers’ offices. Review
forms contained the diagnosis and all dates
of visits obtained from ciaims forms. Tests
of interrater reliapiiity in abstracting
chart data indicated agreement for 85%

_for all data elements.

Quality-cf-Care Indicators

Indicators of quality of care originally
were derived from published literature
and then reviewed by a panel of natonal
experts in guality-of-care assessment.
These indicators consisted of both ge-
neric (appiicadie to all patients regard-
less of condition) and condition-specific
aspects of care. Condition-specifie indi-
cators were divided into four eatego-
ries: access to primary care, technical
quality, aopropriateness of care, and out-
comes of care (available for diabetes
only). Access indicators (for all except
well-adulr care) included visits for emer-
gency services or hospitalizations for the
condition under examination (obtained
from claims records), under the assump-
tion that provision of accessible primary
care should minimize emergency visits
and hospitaiizations. Technical quality
indicators for all seven indicator condi-
tions reflected current standards for pro-
cedures directed at medical diagnosis,
treatment. and monitoring of patients
with the particular diagnesis. Appro-
priar.eness measures were those not in-
dicated for patients with asthma, eg,
chest roentgenogram. Genericindicators
included no or incomplete problem list;
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no medication list: no recognition of vis-
its to other providers: documentation of
psychosocial problems (on the assump-
tion that 2 fnite proportion of patients
shouid have a diagnosis of a psychoso-
cial proplem within 1 vear if care is ad-
equate); and rates of hospitalization for
ambulatery-sensitive condizions.® Both
of the latzer two genericindicators were
obtained from claims records.

The indicators used for evaluation of
guality of care in asthma were access,
technical quality, and appropriateness.
Access indieators inciuded hospitaliza-
tion within abstract year with asthma
as primary diagnosis; at least one emer-
gency department visit for asthma

~-within abstract vear; and consecutive

emergency department visits for asthma
in abswact year. Technical quality in-
dicators were chronic oral steroid use
within abstract vear. Of those patients
taking chronic oral steroids, no follow-
up visit occurred in 2 months. For a
child taking oral steroids, no updated
growth chart was in the record. Other
technical quality indicators were symp-
tomatic patents on theophylline with-
out theophylline measured; patients on
theoohylline only; no flu vaccination
within abstract year or no pneumococ-
cal vaceination documented ever; tran-
quilizers/sedatives or B-blockers pre-
seribed during abstract year; visit for
asthma with no follow-up visit sched-
uled within 6 months; change in treat-
ment with no follow-up visit scheduied
within 3 weeks; and no chest examina-
tion during abscract year. Appropriate-
ness indicators included chest roentgeno-
gram given for patient without fever or
abnormal chest signs. A list of the mea-
sures for other conditions is available on
request from the National Auxiliary
Publications Service (NAPS).

The number of indicators for each of
the conditions varied from six (for otitis
media) to 19 (for diabetes). A score of 1

was assigned 10 ezch if the criterion for
poor quality was met.

A totaj seore for each indicator cat-
egory (access. technical quality, appro-
priateness. and ocutcomes) was ootained
by adding the scores for the pertinent
indicators. Each patient’s Snal score was
an average of the scores for the catego-
ries, ie, all categories were weighted
equally regardless of the number of in-
dicators. Then the average {mean) senres
for all patients in 2ach provider type or
cost level was cajeulated for each con-
dition. These scores rerlect the average
percentage of indicators thal wer: ¢
met for the patients in each group. That
is, higher scores indicate poorer guality
of care. The reason for this tvpe of scor-
ingis that judgments about peor quality
were more straightforwvard than judg-
ments of good qualiity.

Statistical Analysis -
Analyses were conducted with the pa-
tient as the unit of anaiysis. Means and
confidence intervals (Cls) were gener-
ated. We compared Cls based on asimple
random-sampie design with those designs
that took into account correlations among
patients having the same provider. Ex-
cept for the generic indicators, there were
no differences in CIs based on the two
methods, so we present the former.

RESULTS

Record Recovery, Eligibility, and
Review Completion Rates

No provider refused to participate in
the review. Overall, 92.9% of the re-
guested charts were providec. Of these,
88.7% were eiigibie for review. Review
compietion rates (considering both
charts found and eligibility of charts for
review) ranged from 80% for patients
with hvpertension to 88.4% for patients
with asthma. In all cases. between 87%
and 95% of charts were found when fa-
cilities were arraved by type and cost
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Figure 2.—Tecnnical quality, vanation by cost level.

and between 82% and 94% of the iden-
tified charts were found eligibie for re-
view. Hospital charts were less likely to
be eligible for review (82% to 86%) than
CHC charts (92% to 95%) and office-
based physician charts (91% to 92%),
primarily because they did not contain
the indicated diagnosis.

Indicators of Technical Quality

Patients of office-based providers had
statistically significantly higher scores
(ie, poorer technical quality) than did
hospitals for three of the seven condi-
tions: diabetes, hypertension, and otitis
media (Figure 1). In contrast, patients
of CHCs had statistically significantly
lower (ie, better) scores than hospitals
for well-child care. There was no con-
sistent relationship between technical
quality and provider cost level. although
patients of low-cost providers had the
highest (worst) scores in diabetes, hy-
pertension, and well-adult care; this was
the case across cost levels for all pro-
vider types (Figure 2).

Indicators of Access,
Appropriateness, and Outcome

Figure 3 shows the average scores by
provider type for access, appropriate-
ness, and outcomes. Patients of hospital
clinics had statistically significantly
higher (worse) scores on access for three
of the five diagnoses and significantly
worse scores than CHCs for a fourth.
Patients of hospital ciinics had higner
(worse) scores for appropriateness; the
difference between patients of hospital
clinics and patients in physician offices
was statistically significant for adults.

There were no marked differences in -

these indicators by the cost level of the
provider for any of the conditions, al-
though scores were aimost always higher
(poorer) for patients of hospital clinics
for each condition at every cost level
except for patients of low-cost and me-

dium-cost hospitais for hypertension
(data not shown).

Combined Quality Indicators for
Each Condition by Type of Provider
and Cost Level

Parients of hospital clinies had statis-
tically significantly higher (worse) mean
scores than patients of either CHCs or
office-based practices for asthma in chil-
dren and adults (dzta not shown).

There was no reiationship between
the cost level of the provider and overall
quality score. That is, low-cost provid-
ers performed as well as both medium-

‘cost and high-cost providers.

Generic indicators

Figure 4 shows that records of pa-
tients of CHCs were significantly more
likely and that records of patients of
office-based physicians were less likely
to have probiem lists. Visits made else-
where were less likely to be documented
in the medical records of patients of hos-
pital clinics. There were no differences
across provider sites in the percentage
of patients with psychosocial diagnoses,
the percentage of patients who were
hospitalized during the year with an am-
bulatory care—sensitive condition, or
scores for the generic measures of qual-
ity by cost level. However, medium-cost
CHCs scored better than other CHCs
and low-cost office-based physicians
scored better than other office-based
physicians for four of the five generic
measures.

Consistency Across All Indicators

In all, there were 16 diagnosis and
well-person comparisons for various as-
pects of quality of care for the indicator
conditions and five generic comparisons.
Although the differences were not al-
ways statistically significant, patients
of medium-cost CHCs had the lowest
(best) scores for seven indicators and
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the second lowest score for an additional
four indicators, whereas patients of low-
cost hospitais nad the worst scores for
eight indicators. When the different
types of guality measures were com-
bined by condition. medium-cost CHCs
had the best scores for ve of the seven
indicators and second bes: for one ad-
ditional indicator. As noted heriiy, ine-
dium-cost CXCs had the best scores for
four of the dve generic measures; they
aiso had the second best score for the
remaining one. There were no consls-
tent trends [or worsc scores Dy cost level
for the generic indicators.

'COMMENT

This study had severai distinguishing
and innovative features. First, we iden-
tified and characrerized a large and di-
verse regional popuiation of providers
using claims data and reviewed their
ambulatory care records for patients
with several conditions. Access to pro-
viders' records was facilitated by a co-
operative arrangement between inves-
tigators and policymakers in state gov-
ernment. Development of mecnhanisms
for review of quality of care in cutpa-
tient settings was a priority for the peer
review organization and for the state
health department, which has the auv-
thority to review providers’ records of
patients for whom the state provides
payment. This arrangement ensured
100% compiiance of pracitioners and
facilities.

Second. claims data served to identify
and categorize patients by their USC
and by the costs incurred for their care,
as well as to identify their diagnoses and
visits. This information permitted us to
focus medical record reviews for quality
of care. Third, quality of care was con-
ceptualized broadly to inciude various
aspects of care and to ascerzain its char-
acteristics in both aduits and children
for a spectrum including acute condi-
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tions, chronic conditions. and preven-
tive (well-person) care, a: well as mea-
sures that are generic 10 the process of
providing care regardiess of the condi-
tion. Fourth, we also appiied 2 validated
measure of case mix to control for the
likelihood that variations in cost are as-
sociated with differerces in case mix of
patients cared for by diffzrent types of
providers. Moreover, since prior stud-
ies have found no consisiency in quality
of care across provicers or types of con-
ditions.'® we focused primarily on the
patterns of association and their consis-
tency acrosg the various quality assess-
ments rather than on individual condi-
tions, because it is overall quality of care
rather than quality of care for particular
conditions that is likely to be the basis
for decisions concerning the choice of a
primary care provider.

We found few consistent variations in
quality of care across different types of
providers and across providers who dif-
fer in the amount of resources they
consume in caring for patients, after ad-
justment for case mix. The only consis-
tent differences across the various
categories of quality of care were the
generally better performance of me-
dium-cost CHCs, although this finding
must be tempered by the small number
of such settings.

The lack of relationship berween qual-
ity and costs has importan: implications
for health systemn reform and managed
care organizations. Facilities that pro-
vide services at lower cosiz can achieve
adequate quality as often as higher-cost
faciiities. In this study, facilities were
characzerized as low, medium, or high
cost in comparison with facilities of their
own type. Since services provided in
hospitais generally are more costly, low-
cost hospitals were undoudtedly more
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costly than low-cost CHCs or office-
based physicians. The same would be
the case for medium-cost and high-cost
hospitals. The findings, therefore, are
all the more notable, since hospital care
was not found to be of higher overall
quality than care in the other two types
of facilities. In fact, quality as assessed
by measures of access to services was
less adequate in hospitals. That is, the
findings regarding the absence of rela-
tionship between quality and costs wouid
be even more striking if cost alone, re-
gardless of type of facility, was consid-
ered.

The finding of generally higher qual-
ity in moderate-cost CHCs is interest-
ing and deserves further study. This
finding may be due to differences in
workforce training or clinical manage-

Cosis vs Quality in Pnmary Care—Starfield et al

ment practices such as quality assur-
ance activities. Further studies should
be undertaken to understand the fac-
tors that influence both the choice of
resources and the quality of care in these
facilities. Similarly, the relatively good
scores for technical quality in high-cost
hospitals may be a result of a prepensity
to order tests and procedures; the more
they do, the greater likelihood of per-
forming tests and procedures considered
to be indicative of high quality.

This study also suggests that periodic
assessments of quality of care may be
feasible under health system reform, in
which consumer choice could be en-
hanced with information on performance
of different health plans. Review of re-
cords in ambulatory care can be per-
formed by personnel from peer review
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organizations; with approsriate train-
ing, nurse reviewers can appiy explic:
criteria in their examination of medicai
records in different types of sertings.
Informarion from ciaims records can tar-
get reviews to the wide variety of :ypes
of clinical entities encounzered in am-
bulatory care.

There are several limizations of the
study design. In some instances. the
quality indicarors were confounded with
the assignment of the USC. Hospitals,
in general, did not specify the particuiar
physician or outpatient unit seeing the
patient in their tilling data. As a result,
patients wnose USC was an emergency
department, and who regularly went
there, would have been considered as
having poor quality of care for access to
primary care. This consideration may
have influenced the finding that patients
with a hospital as their USC had poorer
access to care for their asthma, since the
indicators for this measure inciuded
emergency department visits for this
condition. Since no third-party paver is
likely to consider an emergency depart-
ment as a source of primary care, this
limitation is not considered serious.

Although the ACG method is 2 well-
validated method of adjusting resource
use for case mix and separately accounts
for complications of disease in charae-
terizing ‘morbidity burdens, the method

o may I'XOIT'CZDELH‘E all a.snec:s of sev E"ltV

of disease. "~ "

Other possible hrmtanons in the data
relate to the accuracy of information in
medical records. Poorer technical qual-
1ty scores among office-dbased providers
may be related to record keeping. Among
office-based physicians. reviewers’ rat-
ings indicated generally poorer legibil-
ity among those with poorer technical
quality. If physiclans in office-based
practice are less likely to document as-
pects of patient care because of greater
familiarity with patients, then their
poorer technical quality may be artifact.
One other aspect of this large study
examined the extent of agreement be-
tween medical records and ciaims forms
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advent of managed care arrangements
in which patients must designate a
source of primary care, which subse-
quently becomes part of routine data-
reporting svstems.

Although we included a spectrum of
common conditions (including acute,
chronic, and preventive care) in our
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anaivsisof gualizy ofcare, thereare v
other conditions thai are managed OV
providers of prumary care. Fu:'.ne:‘rrore.
our population was limited o patlents
covered by a state Medicaic program,
and the findings may not be generaiiz-
abie to other populiations.

Insummary, this regional. pooulation-
based study suggests that the quality of
primary care in health care facilities is
not associated with overall resource use
by those facilities, regardless of their
type. Bowever, certain aspects of the
guaifty of care appear to be better in
particular types of faciiities than in
others. Approaches 1o managed care,
inciuding those undertaken by state
Medicaid agencies, may find such infor-
mation useful in their seiection and
monitoring of participating health care
providers.
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