Il. GENERAL INFORMATION ABOUT STATE HEALTH CARE
REFORM INITIATIVES

State Health Care Reform Activity

All 50 states, plus the District of Columbia, responded to the survey, with the vast
majority of states (98%) reporting engagement in health care reform activity as of late
1997 - early 1998, when the data were collected. Table 1 shows that a 12% larger
majority of states reported involvement in health care reform activity of some kind in
1997-98 than in 1995. Fifty states (98%) reported health care reform activity in 1997-
98, compared to 44 states (86%) in 1995. Only one state (2%) reported no health care
reform activity as of 1997-1998, compared to seven states (14%) in 1995. Nineteen
states (37%) reported they are experimenting with multiple types of reforms, reflecting a
small increase from the 15 states (29%) reporting multiple types of reforms in 1995.

Table 1

Number and Percent of States Involved in Health Care Reform

1995 1997-98 95-97/98
Reforms # States % of States # States % of States | % Change
No Reform 7 14% 1 2% -12%
Any Reform 44 86% 50 98% +12%
Multiple Reforms 15 29% 19 37% +8%

Matrix 1 on the next page shows the extent of state health care reform activity by state
as reported.

Table 2 indicates the number and percentage of states involved in health care reform by
area of focus, that is, whether their reforms are focusing on physical health only,
behavioral health only, both physical and behavioral health, insurance reform, and the
like. (Because of the number of states that are engaged in multiple areas of reform, the
total number of reforms on Table 2 exceeds the total number of states.) As in 1995,
most state reforms are focusing on Medicaid, and most involve application of managed
care approaches.

Consistent with the finding that more states are involved in health care reform in general in
1997-98 than in 1995, 17% more states reported involvement in reform activity focusing on
both the physical and behavioral health care arenas, and 4% more states reported
involvement in reforms focusing on behavioral health care only. The number of states
involved in reforms focusing on physical health only reportedly has held steady since 1995.

Table 2 also shows that four states (8%) reported involvement in insurance reform,
down from 12% in 1995, and four states (8%) reported involvement in comprehensive
health care reform, that is, reforms affecting an entire state’s population; this also




Matrix 1
Extent of State Health Care Reform Activity as of Late 1997—Early 1998
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Table 2
Number and Percent of States Involved in Health Care Reform by Focus of Reform
1995 1997-98 95-97/98
Focus of Reform # States % of States # States % of States Change
Medicaid and/or Managed Care Reform
Physical Health Only 5 10% 5 10% 0%
Medicaid and/or Managed Care Reform
Behavioral Health Only 13 25% 15 29% +4%
Medicaid and/or Managed Care Reform
Physical Health and Behavioral Health 33 65% 42 82% +17%
Insurance Reform 6 12% 4 8% -4%
Comprehensive Reform 5 10% 4 8% -2%
Other 0 0% 3 6% +6%

represents a slight decline from 1995. Again, it should be noted that states may be
undertaking several types of reform simultaneously. Further, because this survey had a
bias toward capturing information about reforms affecting behavioral health service
delivery, states may have under-reported their involvement in reforms affecting physical
health only, insurance reform, and others.

As Table 2 indicates, respondents reported a total of 73 reforms occurring in 50 states.
However, with respect to reforms involving managed care approaches with implications
for children and adolescents with behavioral health problems and their families—the
primary focus of the Health Care Reform Tracking Project—respondents provided more
detailed descriptive data on 43 reforms occurring in 39 states. All of the data that follow
pertain to these 43 reforms underway in 39 states.

Table 3, pages 8 through 18, describes the 43 reforms that are analyzed in this report.
Table 3 also draws from a report prepared by the Lewin Group for the SAMHSA
Managed Care Tracking System that profiles public sector managed behavioral health
care and other reforms?.

Design Characteristics

Of the 43 managed care reforms described by states as being underway or in the
planning stages, 28 of them, or 65%, were characterized as behavioral health “carve-
outs,” defined as reforms in which behavioral health financing and administration are
separate from (that is, “carved out” from) the financing and administration of physical
health services (Table 4). Fifteen of the 43 reforms (35%) were characterized as

1 The Lewin Group (1998). SAMHSA managed care tracking system: State profiles
of public sector managed behavioral healthcare and other reforms. Rockville, MD:
Substance Abuse and Mental Health Services Administration.
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“integrated,” defined as reforms in which the financing and administration of physical
and behavioral health are integrated, including instances where physical health plans
may subcontract with specialty behavioral health plans. This survey does not treat such
subcontracts with behavioral health care organizations as “carve outs,” but, rather, as
subcontracts within integrated designs.

Table 4

Number and Percent of Reforms By Type of Design

1997-98
Behavioral Health Carve Out

Integrated or Partial Carve Out
# Reforms | % Reforms | # Reforms | % Reforms
Total 15 35% 28 65%

Mental Health Only 0 0% 8 29%
Substance Abuse Only 13% 4%
Mental Health and Substance Abuse 13 87% 19 68%

As Table 4 shows, of the behavioral health carve-outs, 8 (29%) include mental health
only; one (4%) includes substance abuse only; and 19 (68%) include both mental health
and substance abuse. Thus, over one-quarter of behavioral health reforms are, in
effect, managing mental health and substance abuse services quite separately, despite
the known co-morbidity of mental health and substance abuse disorders.

Included in the category of behavioral health carve outs are two reforms which were
described as “ integrated with partial carve-outs,” that is, having a design in which some
acute care behavioral health services are integrated with physical health while others
are split out for separate financing and administration (still in a managed care
arrangement). Delaware and New York described their reforms in this way. In
Delaware, for example, acute behavioral health services are integrated with physical
health care financing and administration and are managed by commercial managed
care organizations (MCOs), while behavioral health services for children needing more
than brief, short-term care are financed and managed separately, though still in a
managed care arrangement, by the Division of Children’s Mental Health Services, acting
as the MCO.

Also included in the behavioral health carve out category is one state (Florida) that
characterized its reform as “other,” describing application of some managed care
technologies, such as utilization management and use of an administrative services
organization (ASO), within its existing behavioral health system. There is also one state
(lowa) in the behavioral health category that has two separate carve outs—one for
mental health and one for substance abuse.

Included in the 15 states with integrated designs are two states (Maryland and Oregon)
that include only substance abuse services, not mental health services, within their
physical health managed care reform. In both states, mental health services have been
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carved out from physical health into separate mental health carve outs, while substance
abuse has remained within the physical health care reform. While all of the other 13
states with integrated designs (87%) include both mental health and substance abuse
services, along with physical health care, in their integrated designs, most of these
states reported that their integrated reforms provide only very limited mental health and
substance abuse services, as discussed more fully below.

Table 5 lists, by type of design, the 39 states that provided detailed descriptive
information on 43 managed care reforms.

Table 5
List of States by Type of Design of Managed Care Reform
Underway or Being Planned
1997-98
Carve Out Designs (n=28)
Mental Health Only Substance Abuse Only Mental Health and Substance Abuse
Alaska lowa Arizona Michigan
California Arkansas Nebraska
Colorado Delaware New Jersey
lowa District of Columbia  New York
Montana Florida North Carolina
Oregon Indiana Pennsylvania
Utah Kentucky Tennessee
i Maine Texas
Washington Maryland Wisconsin
Massachusetts
Integrated Designs (N=15)
Physical Health and Mental Health and Substance Abuse Physical Health and Substance Abuse
Connecticut ~ New Hampshire Rhode Island Maryland
Hawaii New Mexico Texas Oregon
Minnesota North Dakota Vermont
Missouri Ohio
Nevada Oklahoma

Statewide Activity Versus Limited Geographic Areas

Table 6 indicates the percentage of reforms that are statewide versus limited to specific
geographic areas. Over three-quarters (77%) of reforms are statewide; 23% of reforms
are more limited. These percentages indicate a slight growth (3%) since 1995 in the
number of reforms that are statewide and a corresponding 3% reduction in the
percentage of reforms that are limited. Reforms continue to be widespread in nature in
that most are not limited; indeed, even in states reporting implementation in limited
geographic areas, most reported an intention of moving to statewide implementation at
some point, which also was the case in 1995.
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Table 6

Percent of Reforms that are Statewide Versus in Limited Geographic Areas

1995 1997-98 95-97/98

Total Carve Out Integrated Total Change
Statewide 74% 79% 73% 7% +3%
Limited Geographic Areas 26% 21% 27% 23% -3%

Waiver Activity

As Table 7 indicates, in 1997-98, most reforms (86%) involved use of a Medicaid waiver,
with 49% of all reforms involving use of a 1915(b) waiver and 37% of all reforms utilizing
1115 waivers. These percentages are consistent with 1995 findings as well, although

there has been a slight growth (5%) in the percentage of 1915(b) waivers, reflecting the

growth in behavioral health only reforms noted above. 1915(b), so-called Freedom of
Choice, waivers allow states to waive only a few sections of the Medicaid regulations.
1115, Research and Demonstration, waivers allow for more extensive waiver of
Medicaid regulations and, typically, are used by states for broad-based reforms. As in
1995, reforms using behavioral health carve outs were more likely, in 1997-98, to use
1915(b) waivers, while integrated physical/behavioral health reforms were more likely to

use 1115 waivers.

Percent of Reforms Involving Medicaid Waivers

Table 7

1995 1997-98 95-97/98
Source Total Carve Out Integrated Total Change
Any Waiver 84% 82% *100% *86% +2%
1115 37% 25% 60% 37% 0%
1915 (b) 44% 57% 33% 49% +5%
*One state reported existence of waiver but did not specify type

Substance Abuse Inclusion

As shown on Table 8, 79% of state reforms in 1997-98 included substance abuse
services, a 4% increase since 1995. However, as in 1995, substance abuse services
were far likelier to be included in integrated reforms than in behavioral health carve
outs. In 1997-98, 93% of the integrated physical/behavioral health reforms included
substance abuse services while only 71% of the behavioral health carve outs included
substance abuse services along with mental health services. This is consistent with the
1995 survey, which also found that substance abuse services were more likely to be
included in integrated designs than in carve outs.
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Table 8

Percent of Reforms Including Substance Abuse Services

1995 1997-98 95-97/98
Total Carve Out Integrated Total Change
Reforms Including Substance Abuse 75% 71% 93% 79% +4%

Parity

As Table 9 indicates, in those reforms that include both physical and behavioral health,
respondents reported that behavioral health coverage is equal to physical health
coverage in 60% of the reforms. In the remaining 40% of the reforms, behavioral health
coverage is more limited than physical health coverage. According to survey
respondents, limits include both day and visit limits, as well as higher copayments and
deductibles, for both mental health and substance abuse services. Two of the states
reporting day and visit limits noted that these applied only to adult services, indicating
that the Early Periodic Screening, Diagnosis and Treatment program (EPSDT) protected
children from differential limits. (These two states’ reforms are included in the 60% of
reforms described as having parity, since they reportedly do have parity for children’s
behavioral health services, which is the focus of this report.)

Table 9

Percent of Reforms with Parity Between Behavioral Health
And Physical Health Services

1995 1997-98 95-97/98

Change
Reforms with Parity 71% 60% -11%
Behavioral Health More Limited 29% 40% +11%

In 1995, a higher percentage of reforms (71%) were reported to include parity between
physical health and behavioral health than in 1997-98. Given the larger number of
reforms affecting both physical health and behavioral health, the 1997-98 results
probably reflect a more accurate picture of the extent of parity for behavioral health in
state managed care reforms.

Stages of Implementation

In contrast to 1995, in which most state reforms (79%) were either in the planning or
very early implementation stage and less than one-quarter were in middle to late
implementation, reforms in 1997-98 were reported to be in more advanced stages of
implementation. As Table 10 indicates, over half of the reforms (52%) were reported to
be in middle to late implementation, over twice the percentage reported to be at this
stage in 1995. States are developing increasing experience with managed care,
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suggesting opportunity for greater information and technical exchange across states
and a need to explore refinements that states are making to their managed care
systems based on this growing experience. The 1997-98 survey captures some of
these changes, and the Tracking Project will be exploring refinements in greater depth,
including the reasoning behind them and their impact on children and adolescents with
behavioral health disorders and their families, as the next impact analysis phase of the
project is carried out in 1999.

Table 10
Percent of Reforms By Stage of Implementation

1995 1997-98 95-97/98

Total Carve Out Integrated Total Change
Proposal 35% 21% 7% 16% -19%
Proposal Approved, Planning Underway 23% 7% 0% 5% -18%
Early Implementation (Less than 1 yr.) 21% 21% 27% 23% +2%
Middle Implementation (1-3 Yrs.) 12% 29% 53% 33% +21%
Late Implementation (More than 3 yrs.) 9% 21% 13% 19% +10%

Planning and Oversight Responsibility

Table 11 describes states’ responses to the question as to which state agency has lead
responsibility for planning and overseeing implementation of behavioral health services
in managed care reforms. In most cases, states identified more than one agency as
having lead roles, with state Medicaid agencies and state mental health agencies,
playing predominant roles. Medicaid was identified as having or sharing lead
responsibility in 72% of reforms, state mental health agencies in 53% of reforms. State
substance abuse agencies, in contrast, were identified as playing a less dominant role
in planning and overseeing managed care reforms than are either Medicaid or mental
health agencies, except in integrated reforms. This tends to corroborate findings from
the Tracking Project’s 1997 Impact Analysis, in which a broad variety of key stakeholder
groups felt that substance abuse was a “poor stepsister” to both health and mental
health in managed care planning and implementation.

Table 11
Percent of Reforms By Lead Agency Responsibility
1997-98
Carve Out Integrated Total
Governor’s Office 14% 0% 9%
State Health Agency 18% 7% 14%
State Medicaid Agency 64% 87% 2%
State Mental Health Agency 75% 14% 53%
State Substance Abuse Agency 32% 47% 37%
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As might be expected, Medicaid was reported to play a greater lead role in reforms with
an integrated design than in behavioral health carve outs. Medicaid was reported to
play or share a lead role in 87% of the integrated reforms, compared to 64% of the
carve outs. State mental health agencies were reported to play minimal roles in reforms
involving integrated designs though substance abuse agencies reportedly have
somewhat more input in integrated reforms. State mental health agencies were
reported to have or share a lead role in 75% of the carve outs, creating some question
as to the role of mental health agencies, if any, in the remaining 25% of carve outs. This
guestion certainly was raised by some stakeholders interviewed for the 1997 Impact
Analysis, who felt that Medicaid agencies were controlling the planning and
implementation of reforms, even though the reforms involved behavioral health
services, without adequate involvement from state mental health or substance abuse
agencies. The Tracking Project will continue to explore this issue in the 1999 impact
analysis phase.

Involvement of Key Stakeholders in Planning and Implementation

The 1995 survey reported that, in nearly 40% of reforms, families had no involvement in
initial planning or implementation, and that, in nearly one-third of reforms, state child
mental health representatives had no involvement in initial planning and
implementation. The 1997-98 survey asked respondents to indicate whether various
stakeholders had no involvement, some involvement, or significant involvement in
managed care planning and implementation. As shown on Table 12, both families and
state child mental health representatives are becoming increasingly involved in the
planning and implementation of reforms, both in initial planning and, even more so, in
later stages of refining reforms.

Table 13 addresses the involvement of stakeholders in reforms that was characterized
as “significant.” States reported in 1997-98 that families had significant involvement in
initial planning of 28% of reforms and in 38% of later refinement and implementation
processes. Families were nearly three times as likely to have significant involvement in
the planning of behavioral health carve outs than in planning integrated reforms. They
also were nearly twice as likely not to have been involved at all in the planning of
integrated reforms. Thirty-six percent of behavioral health carve outs reported
significantly involved families in initial planning and implementation and 47% in later
refinement, compared to only 13% of integrated reforms that significantly involved
families in either initial implementation or later refinement processes. Overall, while
families increasingly have a seat at the table, over 60% of reforms are still characterized
by respondents as lacking significant family involvement.

State child mental health staff were reported to have significant involvement in the initial
planning and later refinement of about 68% of behavioral health carve outs, but in the
initial planning of only 20% of integrated reforms, increasing their involvement to 33% of
these reforms in later stages of refinement. Overall, state child mental health
representatives are characterized as having significant involvement in over half of
current reforms.
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Table 12
Percent of Reforms Involving Various Key Stakeholders in Planning—1997-98

Involvement In /nitial Planning and Implementation

Carve Out Integrated Total
Not Some Significant Not Some Significant Not Some Significant

Involved Involvement| Involvement | Involved | Involvement | Involvement ] Involved Involvement | Involvement
Families 14% 50% 36% 47% 40% 13% 26% 47% 28%
State Child Mental
Health Staff 0% 32% 68% 13% 66% 20% 5% 44% 51%
State Substance
Abuse Staff *21% 57% 21% 27% 53% 20% 23% 56% 21%
State Child
Welfare Staff 14% 68% 18% 27% 60% 13% 19% 65% 16%
Other
Child-Serving
Systems 18% 64% 14% 40% 47% 13% 26% 58% 14%

*Are All Mental Health Onlx Reforms

Involvement in Current Refinements

Carve Out Integrated Total
Not Some Significant Not Some Significant Not Some Significant

Involved Involvement| Involvement Involved | Involvement | Involvement | Involved Involvement | Involvement
Families 0% 53% 47% % 80% 13% 2% 60% 38%
State Child Mental
Health Staff 0% 33% 67% 0% 67% 33% 0% 46% 54%
State Substance
Abuse Staff *20% 58% 21% 13% 60% 27% 18% 60% 23%
State Child
Welfare Staff 7% 57% 36% 7% 53% 40% 7% 56% 37%
Other
Child-Serving
Systems 18% 57% 25% 33% 53% 13% 21% 58% 21%

*Are All Mental Health Only Reforms

In contrast to state child mental health staff, state substance abuse agency staff were
reported to have significant involvement in the initial planning of only about 20% of
either behavioral health carve outs or integrated reforms. Their involvement did not
increase significantly in later refinement processes. State child welfare staff, on the
other hand, while not having significant involvement in the initial planning of either type
of reform (18% of carveouts and 13% of integrated reforms), increased their
involvement to 36% in carve outs and 40% in integrated reforms in later stages of
system refinement.

Other child-serving agencies (such as education and juvenile justice) had marginal
significant involvement in initial planning of either type of reform and reportedly did not
increase involvement significantly in later stages of implementation.
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Table 13
Percent of Reforms with Significant Involvement of Various Key Stakeholders
1997-98

Initial Significant Involvement Current Significant Involvement

Carve Out | Integrated Total Carve Out | Integrated| Total

Families 36% 13% 28% 47% 13% 38%
State Child Mental Health Staff 68% 20% 51% 67% 33% 54%
State Substance Abuse Staff 21% 20% 21% 21% 27% 23%
State Child Welfare Staff 18% 13% 16% 36% 40% 3%
Other Child-Serving Systems 14% 13% 14% 25% 13% 21%

The percentages in Tables 12 and 13 mirror findings from the 1997 Impact Analysis.
Stakeholders interviewed for the Impact Analysis reported little significant involvement
by most stakeholder groups in initial planning of reforms but increasing involvement by
some, such as families and child mental health and child welfare staff, in later stages of
refinement. Increased involvement was related both to increased awareness and
advocacy on the part of certain stakeholders, such as families, as well as the need to
address problems arising in initial implementation related to certain groups of children,
such as those involved in child welfare and those with serious behavioral health
problems.

Planning for Special Populations

The survey explored whether states engaged in discrete planning to consider the needs
of certain special populations in managed care reforms, including adolescents with
substance abuse disorders, children and adolescents with serious emotional disorders,
children and adolescents involved in the child welfare system, and culturally diverse
children and adolescents. As shown on Table 14, most reforms did not include a
discrete planning process for any of these populations, except for children with serious
emotional disorders; planning for children and adolescents with serious emotional
disorders was reported for 57% of the reforms. Nearly half (48%) of the behavioral
health carve outs also included a planning focus on children involved in the child welfare
system. States were least likely to have engaged in discrete planning for culturally
diverse children (only 19% of reforms were reported to include this planning focus), as
well as for adolescents with substance abuse disorders (specific planning was reported
in only 24% of reforms).

The behavioral health carve outs were significantly more likely to have engaged in
specialized planning for all of these populations. The disparity was most striking with
respect to children and adolescents with serious emotional disorders; 78% of the carve
out reforms planned specifically for this population as compared with only 20% of the
integrated reforms. More than half of the carve out reforms included a discrete planning
focus on children involved in the child welfare system, compared with one-third of the
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integrated reforms. The carve out reforms were over three times as likely to focus on
culturally diverse children than the integrated reforms in their planning processes—26%
were reported to include discrete planning for culturally diverse children, compared to
only 7% of the integrated reforms.

Table 14
Percent of Reforms With Discrete Planning Process
for Special Populations
1997-98

Carve Out Integrated Total
Adolescents with Substance
Abuse Disorders 26% 20% 24%
Children and Adolescents with
Serious Emotional Disorders 78% 20% 57%
Children and Adolescents Included
in the Child Welfare System 56% 33% 48%
Culturally Diverse Children
and Adolescents 26% 7% 19%

Again, these reports corroborate findings from the 1997 Impact Analysis, which found that
states began to focus on the special needs of these populations in response to problems
that arose in implementation of managed care reforms, problems which stakeholders felt
may have been avoided in the first place if there had been discrete planning done at the
outset.

Goals of Reforms

The survey requested that states identify the stated goals of their reforms. As shown on
Table 15, most reforms have multiple objectives, with the following three identified most
frequently by states, regardless of whether their reforms used carve out or integrated
designs—cost containment, increased access and improved quality. However, there
also were several noteworthy differences between the stated goals of carve outs and
those of integrated reforms:

» Carve outs were more likely to report multiple goals than integrated designs.

» Cost containment was a goal in all (100%) of the integrated reforms, compared
with 89% of the carve outs.

* Expansion of the service array was a goal in 82% of the carve outs, but in only
27% of the integrated reforms.

* Improving accountability was a goal in 71% of the carve outs, but in only 53% of
the integrated designs.

These differences reflect, in general, the nuances between state policy objectives with
regard to Medicaid physical health care, in which cost containment, quality, and
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expanded access tend to be overriding issues in states, compared to Medicaid
behavioral health care, where individual states may be as concerned about additional
issues, such as expanding the service array or, as one state that checked “other” noted,
improving service coordination.

Table 15
Percent of Reforms By Types of Stated Goals
1997-98

Carve Out Integrated Total
Cost Containment 89% 100% 93%
Increase Access 93% 93% 93%
Expand Service Array 82% 27% 63%
Improve Quality 96% 80% 91%
Improve Accountability 71% 53% 65%
Other 7% 0% 16%

Orientation and Training for Stakeholder Groups

Table 16 indicates the extent to which states provided orientation or training for key
stakeholders with respect to the goals and operations of managed care reforms.
According to survey respondents, providers were most likely to receive orientation or
training (79% of reforms reportedly involved provider training), followed by child welfare
systems (67%), other child-serving systems (64%), and families (59%). A few states
identified other stakeholders who received orientation, such as judges, legislators, and
advocates (10% of reforms). Fifteen percent of reforms reportedly provided no training
or orientation for any stakeholder group.

There were marked differences reported between carve outs and integrated designs
with respect to training and orientation for stakeholders. The integrated designs were
twice as likely to provide no training at all to any stakeholder group (23% of reforms).

Table 16

Percent of Reforms Providing Training and Orientation to

Stakeholder Groups About Goals and Operations of Reforms
1997-98

Carve Out Integrated Total

No Training 12% 23% 15%

Families 77% 23% 59%

Providers 73% 69% 79%

Public Child Welfare Systems 73% 54% 67%

Other Child-Serving Systems 7% 38% 64%

Other 15% 0% 10%
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Reportedly, only 23% of the integrated designs provided training and orientation for
families, compared to 77% of the carve outs. Slightly more than half (54%) of the
integrated designs provided orientation to child welfare systems, compared to nearly
three-quarters (73%) of the carve outs. Over three-quarters of the carve outs also
provided training to other child serving systems, such as education and juvenile justice,

while only 38% of the integrated reforms did so.

Given the complexity of managed care reforms and their impact on certain
stakeholders, such as families and child welfare systems, the survey results suggest
that states with integrated designs may be paying insufficient attention to the need to
educate key stakeholders about managed care reforms. Similarly, in the 1997 Impact
Analysis, key stakeholders, particularly child welfare system representatives and
families, reported being insufficiently oriented to the goals and operations of managed
care systems. The Impact Analysis did find, however, mid-course corrections taking
place in many states to better educate key stakeholders, a finding supported by the high
percentages of stakeholder education reported for the behavioral health carve outs in
the survey.
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