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EXECUTIVE SUMMARY

Enrollment of Medicaid-eligible persons in managed care delivery systems has grown
rapidly in the U.S., up from 9.5% of Medicaid beneficiariesin 1991 to 47.8% in 1997." States
have turned to managed care to achieve the dual goals of enrolling Medicaid beneficiaries into
comprehensive health care systems, and achieving cost-savings. A large body of anecdotal
evidence suggests that the growth of Medicaid managed care has affected the range of personal
health services they offer to individuals and the manner in which they carry out their community-
wide public hedth responsibilities. Collaboration between public health agencies and managed
care organizations thus has taken on great urgency, as the new health system emerges.

This study examines the use of a specific tool intended to facilitate and formalize such
collaborations: memoranda of understanding (MOUSs) and other written agreements between
public health agencies and managed care organizations. Within the overall MOU framework, the
study focuses on their use in advancing managed care/public health relationships around
communicable disease: sexually transmitted diseases, vaccine-preventable diseases, HIV/AIDS,
and tuberculosis. The research team employed two approaches in carrying out this analysis: 1)
site visits around the country to conduct interviews with people involved in, and knowledgeable
about, these collaborations; and 2) alegal analysis of the study sites master Medicaid contracts
and MOUs developed by loca agencies.

The study findings indicate that the initial use of these local agreements represented an
important first step as a catalyst for collaboration, serving to bring the domains of public health
and managed care together to discuss their mutual and discrete responsibilities. These “first
wave’ agreements, however, contain a critical limitation: they resemble standard service
agreements between managed care organizations and network providers and thus address the role
of public health agencies in delivering contract services to managed care enrollees. By and large,
the current generation of agreements does not bring managed care organizations into the wider
realm of population-based health activities, such as disease surveillance, data collection and
reporting, community-wide public health education, and disease prevention efforts that would

ultimately benefit managed care enrollees. The limits of the MOUSs reflect the context (i.e., a

1 HCFA, National Summary of Medicaid Managed Care Programs and Enrollment: June 30, 1997 Managed Care
Trends. Available at: http://www.hcfa.gov/medicaid/trends97.htm. Accessed May 25, 1998.
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provider agreement), the expectations on the part of Medicaid agencies and state public health

agencies, and the large number of unresolved policy issues arising from the integration of

managed care structure and operations into public health practice.
The study recommends that:

1) the CDC actively encourage the expanded use of MOUSs as a mechanism for initiating
collaboration between managed care and public health;

2) thereisasdgnificant opportunity for the CDC to assume a leadership role in the provision of
comprehensive technical assistance to state Medicaid agencies and state and local health
departments in promoting MOU development and broader public health policy and practice in
amanaged care context;

3) expanded attention is needed to more issues that are essential to public health/managed care
integration but that are not reflected in MOUSs; and,

4) given the social stigma of diseases such as STDs and HIV, state health and Medicaid agencies
need to consider better ways to accommodate the need for public provision of these services
and their financing, such as continued and expanded direct funding to local public health
agencies specificaly for these purposes, as well as the development of new billing mechanisms

that are responsive to both public health and MCO reporting requirements.

4 THE GEORGE WASHINGTON UNIVERSITY MEDICAL CENTER



INTRODUCTION

In recent years, states increasingly have turned to mandatory managed care arrangements
for Medicaid beneficiaries to find more cost-effective and efficient means of delivering health
services to this population. Managed care systems in turn are having a significant impact on both
the organization and delivery of health care, as well as the manner in which population based
public health activities are conceived and carried out.? Public health agencies throughout the
nation report that managed care has affected the range of persona health services they offer, the
range of activities in which they engage, and the manner in which they carry out their public health
responsibilities.

While the managed care movement generally has affected public health agencies, it is
probably fair to say that Medicaid managed care has had a particularly great impact for several
reasons:. the extent to which public health agencies are engaged in overseeing and furnishing
health care for low income populations; their involvement in monitoring community and public
health risks, which disproportionately confront poor Americans; and the fact that many public
health agencies rely extensively on Medicaid revenues to directly support their personal health
care services and activities, and to act as an indirect cross-subsidy for both personal health care
for the uninsured and population-based activities. Thus, one of the most important public policy
issues that merits consideration in an age of managed care concerns the extent to which the
evolution of the American health system will change the manner in which public health oversight,
health care assurance, and monitoring functions are conducted.

This study, conducted for the Centers for Disease Control and Prevention under a
cooperative agreement focusing on managed care and public health, examines the advent and
growth of a specific tool for establishing and maintaining a relationship between managed care
organizations (MCOs) and local public health agencies: memoranda of understanding (MOUSs)

which are entered either on a mandatory or voluntary basis, as an incident to the contractual

2 See, e.g., Harris JR, Caldwell B, Cahill K. Measuring the public’s health in an era of accountability: lessons from
HEDIS. Am J Prev Med. 1998;14(3S):9-14; Remarks of Dr. Mark Smith Am J Prev Med. 1998;14(3S):4-7;
Rutherford GW. Public health, communicable diseases, and managed care: will managed care improve or weaken
communicable disease control. Am J Prev Med. 1998;14(3S):53-60; Remarks of Emily Friedman, Prevention,
public health, and managed care: obstacles and opportunities. Am J Prev Med.1998;14(3S):102-106.
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relationship that exists between a state Medicaid purchaser and the MCO. This study, whichis
part of a series of studies and activities designed to assess and shape the degree to which
Medicaid managed care contracts address magjor issues in public health policy and practice,
examines the origins of the managed care MOU process, the content and structure of the MOUs
that have been created to date, and the experiences of local public health agencies in developing
and implementing the MOUs. We conclude that the MOU process can play an extremely useful
role in educating public health agencies about managed care and sensitizing MCOs to issues
affecting public health agencies.

In addition, we find that MOUs resemble a managed care provider network agreement and
thus are a useful means for integrating certain activities of local public health agenciesinto
community managed care operations. MOUs and similar agreements between MCQOs and public
health agencies represent important tools implementing service and network related aspects of the
master agreement between the state and the MCO. Depending on how they are drafted, MOUs
may attain legally enforceable status and establish an interaction baseline between the health
agency and the MCO. As supplier agreements, MOUSs can be used to define the scope of duties,
roles and responsibilities, and financial arrangements between MCOs and public heath agencies
with respect to Medicaid enrollees; furthermore, while Medicaid purchasers tend to be the buyers
most interested in the development of an MCO/public health relationship, there is no reason why
an MOU, once established, cannot be applied by the MCO and the public health agency to all of
the MCO' s books of business, whether commercial or public.

At the same time, however, our findings lead us to conclude that MOUSs can be expected
to have only alimited effect at best on the resolution of certain fundamental public health policy
issues that arise in the wake of managed care, including the duties of MCOs to ensure access to
care that is determined medically necessary for the protection of the public’s health, access by
state and local public health agencies to data that are necessary for community-wide disease
surveillance and management, participation by managed care organizations in larger community
efforts to control public health threats, and adherence to quality improvement standards
advocated by public health agencies as a means of community-wide public health protection.

3 See, eg., Testimony of Dr. Magda Peck, Director, CityMatCH, before the Institute of Medicine hearing on the
Changing Market, Managed Care, and the Future Viability of Safety Net Providers (Washington D.C., May 7-8,
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These issues transcend any individua relationship that may (or may not) develop between a
particular MCO and a public health agency and remain central matters for resolution in both the
contracts between purchasers and MCOs, aswell asin state law. Nonetheless, MOUs offer a
means of laying the groundwork for a relationship between managed care and public health and
are tools which we believe should be actively pursued.

This study begins with a Background and Overview that explores key aspects of the
relationship between managed care and public health. The study premises and methods employed
are presented in the next section. The third section presents the results of our analysis of the
MOUs and our field studies. We then consider the implications of our research and make a series

of recommendations.

1998).
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| . BACKGROUND AND OVERVIEW

In recent years, relationships between public health agencies and managed care
organi zations have been the subject of much debate,” yet the complexity of the issues israrely well
understood or described at the level of detail it deserves. At first glance, public health and
managed care share a complementary perspective: both appear to rest on the premise that
preventive health and medical approaches can improve individual health and achieve cost savings.
Moreover, both public health and managed care theorists tend to focus on the group rather than
individuals, advocating collective thinking and uniform practice over the medical care needs of
any singleindividual.” Both managed care and public health thus tend to emphasize principles of
population-wide intervention and “macro-alocation,” rather than individualized coverage
decision-making and “micro-allocation,” the hallmark of traditional insurance.

However, these broad assertions of common interest often obscure fundamental
differences between managed care and public health. These structural issues are shaped by

legal/jurisdictiona, financial, and traditional world-view considerations.

* Selected Literature: Halverson PK, Kaluzny AD, McLaughlin CP. Managed Care and Public Health, Aspen
Publishers, Gaithersburg, MD, 1998. Halverson PK, Mays GP, Kaluzny AD, Richards TB. Not-so-strange
bedfellows: models of interaction between managed care plans and public health agencies. The Milbank Quarterly
1997;75(1):113-138. Halverson PK, Kaluzny AD, Miller, CA. The determinants of interaction between managed
care plans and public health agencies: implications for quality, accessibility, and efficiency in health care delivery.
Washington, D.C.: Association for Health Services Research. (Abstract). 1996. Grogan CM. The Medicaid
managed care policy consensus for welfare recipients: areflection of traditional welfare concerns. J Health Polit
Policy Law. 1997;22(3):815-838. Lipson, DJ. Medicaid managed care and community providers: new
partnerships. Health Affairs. 1997;16(4):91-107. , Medicaid managed care partnerships. J Kentucky Med
Assn. 1997:95(3):96-97. Schauffler HH, Wolin J. Community health clinics under managed competition:
navigating uncharted waters. J Health Polit Policy Law. 1996:21(3):461-488. Gold MM, Sparer M, Chu K.
Medicaid managed care: lessons from five states. Health Affairs. 1996:15(3):153-166. _, Assessing the New
Federalism: Sate Reports on Health Policy for Low-Income People in [ Massachusetts, Michigan, Minnesota, New
York, Texas, Washington]. The Urban Institute. 1997. Lasker RD, and the Committee on Medicine and Public
Health. Medicine and Public Health: The Power of Collaboration. New Y ork Academy of Medicine, New Y ork.
1997. Gold MB, Foot B, Lillie-Blanton M. Managed Care and Low Income Populations: A Case Sudy of Texas.
Kaiser/Commonwealth Low-Income Coverage and Access Project. 1997. AHCPR. Assessing Roles,
Responsibilities, and Activities in a Managed Care Environment: A Workbook for Local Health Officials. Pub. No.
96-0057, July 1996.

Selected Conferences: “Local Health Departments in a Managed Care Environment: Challenges and
Opportunities.” St. Louis, MO. 1996. Agency for Health Care Policy and Research. “Integrated Delivery Systems
in Managed Care: Challenges to State Oversight. A Workshop for Senior State and Local Health Officials.”
Boston, MA. 1997. Agency for Health Care Policy and Research. “Prevention in Managed Care: Joining Forces
for Value and Quality.” Atlanta, GA 1997. U.S. Centers for Disease Control and Prevention.

® For aclassic example of collective managed care theory see: Eddy D. Rationing resources while improving
quality: how to get more for less. JAMA 1994;272:817-824.
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A. Legal/Jurisdictional Differences

A public health agency’ s jurisdiction extends to the entire community which the agency is
authorized to serve. Public health agencies have a socia compact with their communities as well
as alegal duty to serve the community at large; however, no individual within the community has
alegaly enforceable entitlement to population-based public health services. Every member of the
community, insured or not, “belongs’ to public health, and public health agencies attempt to
maximize their resources on the community’s behalf. Population-based communicable disease
control and surveillance must be accomplished without regard to a particular individual’s
eligibility for Medicaid or any other form of insurance.

MCOs, on the other hand, possess very different duties. On the one hand, they owe a
fiduciary duty to their members and their sponsors to avoid waste, maximize resources and invest
the funds (i.e., the premiums) they receive to the greatest possible advantage. On the other hand,
all MCOs are insurers as well as health care providers. As aresult, their members have alegally
enforceable right to coverage for a defined set of benefits; this entitlement obligates MCOs to
perform not only collectively but on a highly individualized basis, as well.

The fact that MCOs have legally entitled members creates a further distinction with public
health. Because MCOs have a collective fiduciary duty to al members, they also are obligated to
use their resources to serve only their members. Put another way, MCQOs do not have a socia
compact with their members: they have alegally enforceable obligation to serve only the insured
individuals who purchase their services. The primary responsibility of MCOs is to furnish
contracted personal health services to enrollees in exchange for premium payments. When
insurance coverage ceases, so do virtually all duties of MCOs to the enrollees. Thisisa particular
problem for Medicaid enrollees, because the duration of coverage tends to be quite short,
averaging less than one year.’

To be sure, at some point the obligation to serve members properly may require that
MCOs engage in services and activities that may aso have the effect of benefiting non-members.
Moreover, as with any private enterprise, MCOs can be thought of as having a socia obligation

toward the communities they serve, and many managed care enterprises are actively involved in
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numerous community-wide programs. Furthermore, as regulated businesses, MCOs may have
general lega duties under state or federal law, such as the obligation to comply with state
insurance laws, business laws, or federal |abor and tax laws. Nonetheless, the duty of an MCO is
defined by those members who have alegal entitlement to coverage and care, while the duty of

public health agenciesis defined by their community jurisdiction.

B. Financial Considerations

MCOs operate on afinancial risk basis — they sign contracts that require them to provide
defined contractual services to enrollees for afixed fee (typically paid monthly). Thus, for
example, an MCO that contracts to furnish certain services cannot arbitrarily discontinue coverage
for certain services (e.g., childhood immunizations or drugs) during the term of its contract. This
of course does not mean that an MCO cannot institute rationing procedures to slow consumption
or seek to interpret its contract to reduce the scope and extent of itslegal obligations. But
regardless of their ability to control resource consumption, MCOs are bound to live up to their
contracts of coverage during their term of coverage.

Public health agencies, on the other hand, typically manage costs within globa budgets, as
supported by state, federal, and local categorical grants, as well as third-party payments generated
by participation in state and private insurance programs, especially Medicaid. Because no
individual islegally entitled to coverage, public health agencies can eliminate services and
activities during a budget year if funds run out. Some states may in fact define certain public
health agency duties as legally enforceable rights, thereby obligating the state to fund budget
deficitsincurred by the entitled service. But such a commitment on the part of state government
israre, and at the county level, even rarer.

Because public health agencies do not have legally enforceable duties to individuals, they
also have greater latitude to commingle funds and engage in cross-subsidization practices in order
to keep their basic activities afloat. Thus, for example, a public health agency may pool revenues
derived from grants, contracts, patient fees and third party payments (most typically Medicaid) to

support the provision of subsidized personal health care activities for the uninsured. In thisway,

® NCQA, Medicaid HEDIS (Washington D.C., 1996); Himmelstein DU, Woolhandler S, Bor DH. Can Medicaid
managed care provide continuity of care to new Medicaid enrollees? an analysis of tenure on Medicaid. Am J
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shortages in one area can be compensated for via budgetary reallocations of dollars where not
prohibited by law. Because grant and contract funding for public health activities tends to be
modest, and because a large proportion of the patient population is poor, third party revenues,
especialy Medicaid, take on crucia importance.

For the period 1991-93, on a national basis, local public health agencies derived an
average 7 percent of their operating budgets from Medicaid revenues. There are, however, wide
variations between states. The following table shows the alocation of sources of funds for local
health departments for the four statesin this study. The data are derived from the Urban
Institute’ s Assessing the New Federalism project examining public health transformationsin 13
states, using unpublished data from the National Association of County and City Health Officials.
The author notes that one determinant of aloca health department’s reliance on Medicaid
revenues is the extent to which it provides personal health care services:

“The range for the average health department in the study states was 1 - 25 percent. On the
low end were Massachusetts and New Jersey, most of whose local health units provide no
personal health services. States with double-digit Medicaid shares were Alabama, Minnesota,
and New Y ork, where local health departments are significant providers of home health
services (which likely accounts for alarge fraction of their Medicaid revenues).”’

Sour ces of Fundsfor Local Health Departments, FY 1991, 1992, or 1993

State Local @ State® Federal © M edicaid ¢ Medicare Other ©
California 26% 52% 6% 2% 3% 11%
Michigan 28 36 2 9 8 18
Minnesota 26 27 4 11 6 25
New York 27 26 3 18 14 12
U. S Average 34 40 6 7 3 10

& Includes city, township, town, and county sources.

® Includes passthrough funds from federal government and excludes Medicaid.

¢Includes federal monies that are paid directly to the local health department, excluding Medicaid.

¢ Includes federal and state shares of Medicaid.

€Includes private foundations, private health insurance, patient fees, regulatory fees, and other unspecified.

Public Health. 1998;88:464-466.

"Wall S. Transformations in public health systems. Health Affairs. 1998;17(3):72.

It should be noted that a variety of accounting practices may confound the understanding of alocal health
department’ strue “reliance” on Medicaid as a source of funding. For example, the Hennepin County Community
Health Department (CHD) in Minnesota provides a significant amount of home care services to Medicaid-eligible
persons; however it out-sources this work by contracting with private providers rather than by using employees of
the department. CHD experienced a budget “loss’ afew years ago, but it was strictly a change in accounting
procedures. Previously, CHD paid vendors and billed the state Medicaid agency with Medicaid funds flowing
through the CHD budget as a pass-through. The Medicaid agency subsequently decided to pay the vendors directly
rather than through CHD, which still retains responsibility for negotiation and administration of the provider
contracts.
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Source: Wall S. Transformations in public health systems. Health Affairs. 1998;17(3):70.

C. Traditional World-View Perspectives

Differences in the traditional world-view perspectives of public health and managed care
present complex challenges for understanding and collaboration. Managed care combines health
care delivery with the financial and structural principles of insurance, which focus on traditional
notions of coverage determinations and medical necessity, rather than the broader world-view of
public health. Understanding how to meet the needs of members during the contract period
within the constraints of fixed-price reimbursement, while still achieving an adequate profit margin
or return on investment, shapes an MCQO'’ s focus on the present or short-range timeframes. Public
health, by contrast, takes alonger view of achieving the goa of community health status
improvement, which may take many months, or even years, to reach. Public health agencies must
also be equipped to respond rapidly to disease outbreaks with short-term dedication of |abor- and
resource-intensive efforts to contain the spread of a particular disease. MCOs are an outgrowth
of the world of employment-based health insurance. They gear their operations and activitiesto
relatively hedlthy, relatively easy-to-manage patients. Public health agencies frequently specidize
in the care, management, and oversight of complex patients who present management challenges
that include the provision of social supports to ensure completion of treatment (e.g.,
trangportation, translation, “ cultural competency” capacity, etc.). A key question whichis
fundamental to any discussion of the possibility of public health and managed care collaboration,

thus, is the extent to which each domain is aware of the other’ s perspectives and traditions.

I1. STUDY DESIGN, QUESTIONS, AND RESEARCH METHODOLOGY

This project’s conceptual focus is on the critical juncture between the principles and legal
obligations of managed care and the duties of public health agencies to ensure the effective
delivery of personal health services (particularly those that involve communicable disease) and
fulfill their population-oriented health functions such as disease prevention and surveillance,
quality of care oversight and regulation, contact tracing, and partner notification.

Researchers previously have noted the existence of contractual relationships between

12 THE GEORGE WASHINGTON UNIVERSITY MEDICAL CENTER



public health agencies and managed care organizations,® but the nature of these MOUSs has not
previously been studied in arigorous, in-depth manner. 1n 1996, the George Washington
University conducted a pilot study of managed care/public health agency relationships in the area
of tuberculosis in three communities.’ Based on that study’s findings, the CDC commissioned an
expanded study of the use of MOUs or similar agreements using a wider range of communicable
disease program areas. Specifically, the expanded study was designed to examine MCO/public
health agency interaction in the areas of tuberculosis, sexually transmitted diseases, prevention of
transmission of HIV,* and childhood immunizations, areas in which public health agencies
historically have played both population-based and personal health care roles, serving both insured
and uninsured populations. The study areas also reflect issues which had been identified, in a
companion study undertaken by the University, as having received only limited attention in the
master agreements between state Medicaid agencies and MCOs.* Of particular interest,
therefore, was the extent to which MOUSs could be used to address access, coverage, quality
improvement, data reporting and other matters arising from the relationship of managed care to
public health practice which are left unresolved in purchasing agreements.

While afundamental goa of the study was to assess the effects of managed care on local
public health agency activities, its central purpose was to explore the MOU dynamic. Thus, the
research design for this study focused on the structure, process and outcomes of the MOUSs. what
they contained, how they were developed, the extent to which they led to MCO/public health
agency relationships where few or none had previoudly existed, and their practical effects,
especidly in the area of communicable diseases. In addition, researchers gathered information to
assess the effects of MOUSs on public health agency revenues, information flow, and the use of
standards of care. These issues are of central importance to MCO/public health agency

collaboration.

8 Halverson PK, Kaluzny AD, Richards TB. Not-so-strange bedfellows: models of interaction between managed
care plans and public health agencies. op.cit.

° Sofaer S, Woolley SF, Mauery DR. Models for Assessing the Impact of Changes in Health Care Delivery and
Financing On Community Tuberculosis Prevention and Control Programs. Center for Health Outcomes
Improvement Research, The George Washington University, Washington D.C. 1997.

19 gpecifically, the study considered interventions aimed at the prevention of vertical transmission of HIV (i.e.,
perinatal transmission from pregnant women).

1 Rosenbaum S, Smith BM, Shin P, et. al. Negotiating the New Health System: A Nationwide Study of Medicaid
Managed Care Contracts. CHPR, The George Washington University, Washington D.C. 1998.
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Because of the importance of Medicaid to public health agencies, the focus of this study is
on the use of MOUs as mandatory Medicaid managed care has grown. This project was designed
to assess the ways in which contracts, memoranda of understanding, and smilar arrangements
facilitate the managed care public health relationship and the barriers and the facilitating factors
underlying these collaborations. There were three critical cross-cutting analysis issues within this
project: (1) the identification of information flows among multiple private and public stakeholders
(e.g., health departments, MCOs, providers, and patients); (2) the presence and use of standards
of carefor the four program study areas (how they are defined, agreed upon and utilized); and,
(3) the identification of changes in revenue streams within public health agencies as the financial
structures of health care shift.

Following a series of reconnaissance interviews, the research group selected five sites
where significant progress had been made in developing MOUSs. Site vigits, utilizing a case study
methodology, were conducted in the Spring of 1997 in Onondaga County (Syracuse), New Y ork;
Hennepin County (Minneapolis), Minnesota; Detroit, Michigan; and Sacramento and Riverside
Counties, California. The selection of sites was purposive rather than random. These were areas,
given their population size and complexity, with measurably higher rates of communicable disease
prevalence, and substantial enrollment of Medicaid beneficiaries and other affected populationsin
managed care. An additional important site selection criterion for this project was a high potential
for effective public/private collaborationsin light of a heightened degree of interest in managed
care and public health on the part of the state agency with responsibility for managed care
oversight and/or Medicaid managed care contracting. Personal interviews conducted with state
and local health and Medicaid and MCO officials during the site selection process provided us
additiona information and confirmed their willingness to participate in the study.

Informants for sites visited for this study and a companion study described below were
asked to supply the MCO/local public health agency MOUSs or other written agreements that set
forth the terms of their relationships with managed care organizations with regard to Medicaid
MCO enrollees. Staff attorneys at the Center for Health Policy Research identified the major
elements of these documents, set forth the elements in the matrix shown in Table 1, and analyzed
the documents to determine whether and how each addressed these elements, as well as what

broad public health elements were not addressed in these agreements.
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Once the locations were selected as a study sites, researchers conducted a series of in-
depth, semi-structured interviews with state and local Medicaid officials, state and local public
health officias, and local MCO officials. Researchers collected aggregate epidemiological data on
the four disease program areas to gauge prevalence and incidence. Also collected were aggregate
data on managed care enrollment and market conditions in order to place the site in the context of
managed care market penetration.

Interviews were conducted in the following professional domains: state-level Medicaid
and public health; local-level public heath; and managed care organizations. Interviewees were
asked about their professional experience and positions, their views on Medicaid managed care,
the development of MOUSs between public health and managed care organizations, the impact of
such agreements on the delivery of personal health services to individuals with communicable
diseases, and the perceived impact of these agreements on popul ation-based disease control
policies and programs. Questions were designed to obtain information about how MOUs were
developed (who was involved, what were the critical issues, over what period of time, etc.),
where they were in the process, and what expectations interviewees had about the future for
Medicaid managed care and the role of public health, especially in their own localities. Copies of
the interview protocols appear in the Appendix.

The data collection process for this report used classic case study methodology. In the
course of the site visits, the analysts began to surface the themes and patterns that were emerging

in the interviews. Background primary source material was aso collected.
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[11. ANALYSISOF M EMORANDA OF UNDERSTANDING

A. Overview of Documents

Table 1 summarizes the elements of nine memoranda of understanding ** and other written
agreements that were analyzed by lawyers at the Center for Health Policy Research. Four of
these documents were furnished for the sites visited for this study. An additional five written
agreements were furnished for five other sites visited by research staff for a companion study,
funded by the Henry J. Kaiser Family Foundation.”® In that study, which focused on issues
relating to sexually transmitted diseases (including HIV), researchers examined loca public health
agenciessM CO relationships under agreements that were already operative at the time of their site
visit. Because combining both sets of MOUSs permits broader analysis, al nine documents were
analyzed for all elements shown in Table 1 and the results of the analysis are provided in this
section. Findings from the STD-specific site visits, when analyzed, will become an additional
section of this document.

The CDC Study Stes: At the time of the five site visitsin Spring 1997, MOUs were
operationa in only one locality, Onondaga County, New Y ork. In the other four sites, the
agreements were still in some process of drafting or negotiation or were completed but not yet
been signed. With one exception, the MOUSs for the CDC study sites were developed in much the
same manner. State health and Medicaid agenciesin New Y ork, Michigan, and California created
model MOUs and templates as suggested guidelines for local public health agenciesto usein
crafting and negotiating MOUs with the MCOs operating in their areas. The variation among the
Cdlifornia contracts suggests a substantial degree of local public health agency/M CO negotiation
resulting in revisions to the basic, state-developed agreement.

Among the initia study states, California was the most advanced in its thinking about
managed care's relationship with public health and in its press for MOUs. Beginning in 1995,
Medi-Cal officials, responding to concerns raised by both state and local health officials and

121n 1996, the Minnesota legislature enacted legislation entitled “Collaboration Plan” (Minn. Laws, 1996, Ch.
451, Art. 1 83) that requires managed care organizations to engage in service area planning and to make planning
documents available for public input. The legislation is distinct from the MOUs and thus is not displayed on this
table.

3 Forthcoming.
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others, issued an addendum to the Medi-Cal RFA that stipulated a “ General Relationship Between
the Plan and the LHD (local health department)” as a condition of contract award. As noted, the

state also created sample MOU agreements and coordination matrices for use in the promulgation
and development of local public health agency/MCO collaborations. The state provides additional
detail for specific program areas such as TB, STDs, and immunizations by issuing “Policy Letters’
that (at least in the state’s view)™* constitute addenda to the contracts between the MCOs and the
State.

In Minnesota, by contrast, neither state health nor Medicaid agencies devel oped model
agreements. Instead, the state legislature enacted legislation that required MCOs to engage in a
planning process within their service areas that took into account community health needs from a
list of 17 public health goals and permitted public input.”> The legidation specified no required
areas of collaboration between MCOs and local public health agencies, nor did the state health or
Medicaid agencies develop a standard provider agreement.

The Kaiser Foundation Sudy Stes: In contrast to the CDC study sites, the documents
collected for the STD site visit study were in effect at the time of the site visit. 1n one instance,
Marion County, Ohio, the basic agreement dated from 1985, when the county health agency
entered into generic, commercial provider agreement with MCQOs participating in a predecessor to
the current Ohio Medicaid managed care program.

The process of developing the service agreements for the Kaiser STD study sites was
more varied than with the CDC study sites. In one state, Delaware, the state agency had drafted
the agreement and was also the contracting party, rather than local health agencies.™® In a second
state, Texas, the county health department had drafted the document. In athird state, Oregon,
the basic agreement had been drafted by a state-wide association of county health agencies for use
by its members. In two states, the agreement was a generic provider agreement; in one instance,
Ohio, with a 3-page addendum setting out rates of payment for services to be furnished by the

health agency. The Tennessee document was also a standard commercial primary care provider

4t is unclear whether the plans themselves would recognize these letters as legal, unilateral modifications to the
contract.

3 Minnesota Statutes 1996, Chapter 62Q.075, “Local public accountability and collaboration plan.”

16 |_ocal health agencies in the 3 counties in Delaware are administered by two “ State Services Divisions’, one for
the northern part of the state and the other for the southern part. They are part of the state Department of Health
and Socia Services, not units of county government.
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agreement, which was used in lieu of a different, model agreement that had been drafted by the
state public health agency.

B. Findings from MOU Analysis

As Table 1 indicates, the MOUSs share certain common characteristics, particularly in the
case of the California documents, where, as noted, a state model exists for use by local public
health agencies. The documents which were reviewed frequently are labeled “mode agreements’
or “standard agreements.” Thus, it is not possible to determine whether actually executed
documents between MCOs and loca public health agencies either do (or will, when finally
executed) share al of the features of the models on which they are based. Standard contracts
frequently are modified in certain respects to meet the terms of a specific agreement. However,
while it is not uncommon for an executed agreement to depart from a standard document, the
model MOUSs nonetheless are highly instructive, since, as legal instruments they reflect how the
drafters, including but not limited to the local public health agencies, conceive of the local public
health agency/MCO relationship. Thus, the documents are important as a means of identifying the
issues and relationships that public health agencies consider to be part of an agreement between a

local public health agency and a managed care organization.
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Tablel: A TYPOLOGY OF MEMORANDA OF UNDERSTANDING
BETWEEN PUBLIC HEALTH AGENCIES AND
MEDICAID-SERVING MANAGED CARE ORGANIZATIONS (MCOs)

O= document contains any language addressing the issue. Does not denote that issue is addressed in a particular manner.
* Agreement specifies that a specific enumerated issue will be addressed in a separate document, to be devel oped.
** Agreements were operationd at the time of the site visits.

ELEMENTS OF MOUs Onondaga | Sacramento Riverside Detrait, New Mont- Marion Shelby Harris
County, County, County, MI1%° Castle, gomery County, County County,
NY?Y” CA" CA"Y Kent, and County, OR?% TN TX®
*% Sussex OH 22 *% *% *%
Counties, **
DE21
**k
1. GENERAL
M edicaid agency/M CO contract or o) o) o o o o) o] o] o]
RFP addresses public health agency
agr eement
Contract /RFP requires o o o
agreement
Contract /RFP provides e o) o) & &
authorization and/or incentives
for agreement
Non-contract incentive for agreement &
Contracting public health agency is

7 public Health-Managed Care Partnership Agreement between Onondaga County and Managed Care Plan

'8 Draft Medi-Cal Managed Care Agreement

19 Agreement between Molina Medical Centersand Riverside County Health Services Agency

2 Detroit Health Department, Model Fee for Services Agreement with Qualified Health Plans

2 Master Agreement Between Delaware Division of Public Health and MCD Health Services Corporation: First State Health Plan

22 participating Provider Agreement with Reimbursement Schedule (Attachment C) setting forth reimbursement rates for specified services furnished to both Medicaid and commercial enrollees by the
Communicable Disease Clinics of the Combined Health District, Montgomery County

2 HMO [omitted word(s)] Medical Services Agreement

2* Blue Cross and Blue Shield of Tennessee Group Practice Agreement (includes Attachment BLUECARE Group Practice Primary Care

% Agreement between “ Alpha Texas, Inc.” and Harris County (“Alpha Texas, Inc.” is a pseudonym used for demonstration purposesin the model agreement.)

%5 The New York RFP states that "preference” will be shown in awarding of Medicaid managed care contracts to MCOs that "offer contracts to such traditional providers' as public health departments; New
Y ork sitevisit informantsindicated that such contracts were required, but the source of the requirement is unclear.

27 Ohio site visit informants identified an enroliment performance standard in the Ohio Medicaid managed care contract as a key factor in establishing agency-MCO agreements. The standard requires that
MCOs enroll at least 15% of a county's Medicaid eligibles (10% in smaller counties) by June 30, 1998 or lose eligibility to continue serving Medicaid enrollees.

28 Texas sitevisit informants identified a preference in the procurement for process for MCOs that included local health agenciesin their provider networks as a key factor in establishing agency-MCO
agreements.

2 Tennessee site visit informants identified legidative diversion of $15 million annua state funding for public health functions as a key factor in the state health department decision to seek agency-MCO
agreements.
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ELEMENTS OF MOUs Onondaga | Sacramento Riverside Detrait, New Mont- Marion Shelby Harris
County, County, County, MI1%° Castle, gomery County, County County,
NY?Y” CA® CA"Y Kent, and County, OR% TN TX®
*% Sussex OH 22 *% *% *%
Counties, *x
DE21
**k
Local agency o) o) o) o) o) o) o) &P
State agency 0
Basic agreement drafted by:
Public health agency O O O O O ¢ 0
MCO o) 5
2. BENEFITSAND SERVICE
DUTIES
Servicesfor specified o] o] o] o] o] o] o] o] o]
populations/diagnoses/conditions
Children with specia health o) o) o) o] o]
care needs
Early intervention programs/ o) o)
programs for children with
developmenta disabilities
Family planning services [e) [e) @) @) ) @) o] o] o]
Hepatitis B screening of o) o] o]
pregnant women
HIV/AIDS 0O 0O 0O 0 0 0 0
Lead poisoning control [e) o) 0 o]
Neural tube defects/ o]
spinabifida
Other communicable diseases [e) [e) @) @) 0 o] 0
Pediatric and adolescent health o) o) o o o o] o] o
sarvices, EPSDT
Perinatal services @) 0 0 0 o] o] o]
Pharmacy services ¢) ¢) @) o] o]
Refugee hedlth care 0
School hedlth services 6] 0 o]
Sexually transmitted disease [e) [e) @) ) ) @) o] o] o]
Substance abuse ¢) o]
Tuberculosis @) @) @) ) 0 o] o] o]
Vaccine-preventable diseases o) o) o o o o o] o] o]
(immunization services)
WIC 5 5 5 5
M edical necessity deter minations or o) o] o] o] o] o]
prior authorization for public health

3 Harris county contracts with the MCO to furnish services through the county health department.
3! Thelocal hedlth agency used amodel contract drafted by the state Council of Local Health Agencies.
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ELEMENTS OF MOUs

Onondaga
County,
NY17

* %

Sacramento
County,
CA18

Riverside
County,
CAIQ

Detrait,
MIZO

New
Castle,
Kent, and
Sussex
Counties,
DE21

**k

Marion
County,
OR23

* %

Harris
County,
TX®

**k

services

By MCO

5

By public health agency

3. NETWORK STANDARDS

Network status of public health agency

Use of certified laboratories &
reporting of data to public health
laboratories

(o [e]

4. ACCESSMEASURES

Confidentiality of care

Member outreach, education

(o [e]

(e [e]

By MCO

By public health agency

OO O

OO O O

(@3

Par ental consent for services

Referral

MCO member sdlf-referral to
public hedlth agencies

MCO provider referral to
public health agency

Public health agency to MCO

O O OO

O O OO

O O OO

O O OO

O O OO

O O OO O O

5.QUALITY ASSURANCE
/PERFORMANCE
MEASUREMENT

Education of network providers on
public health issues and services

By MCO

By public health agency

Participation in infant
mortality/morbidity reviews

Quiality performance standard setting
& performance measurement

MCO use of public health
service standards for one or
more diseases

O O O OO O
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* The documents address health agency education of "medical providers and hospitals in the community" without specifically addressing education of MCO network providers.
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ELEMENTS OF MOUs

Onondaga
County,
NY17

* %

Sacramento
County,
CA18

Riverside
County,
CAIQ

Detrait,
MIZO

New
Castle,
Kent, and
Sussex
Counties,
DE21

**k

Marion
County,
OR23

* %

Harris
County,
TX®

**k

Public health agency
monitoring of MCO provider
performance

6. RECORD STANDARDS
/REPORTING DUTIES

Accessto books/recor ds

Of public health agency

(e [e]

Of MCO

OO O

OO O

Accessto sharing of data

By MCO

OO O

By public health agency

Datareporting by health agency

Care furnished and /or follow-
up of member health care needs

Data reporting by MCO

Notifiable diseases

OO OO

OO OO |O:| OO

Care furnished and /or follow-
up member health care needs

O OO OO

VFC data

Provision of immunization recordsto
members

(e [e]

By MCO

By public health agency

OO OO

7. POPULATION-BASED
ACTIVITIES

Cancer epidemiology

Development of service area
immunization plan

By MCO

By public health agency

MCO relationship to VFC: Program
Participation by MCO providers

Participation in immunization
registries/tracking systems

By MCO

By public health agency

Partner/contact notification and disease
surveillance

OO O O

By MCO

O O|IO|IO| O O
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ELEMENTS OF MOUs

Onondaga
County,
NY17

* %

Sacramento
County,
CA18

Riverside
County,
CA19

Detrait,
MIZO

New
Castle,
Kent, and
Sussex
Counties,
DE21

**k

Marion
County,
OR23

* %

Harris
County,
TX®

**k

By public health agency

5

Service ar ea needs assessment

By MCO

ole|e

By public health agency

OO O O

8. BUSINESS
RELATIONSHIP

Indemnification

MCO duty to indemnify

Public health agency duty to
indemnify

OO O

OO O

OO O

OO O

Liaisonsand Meetings

MCO duties

Public health agency duties

O OO OO |O:

Medicaid digibility
determination/M CO enrollment

MCO payment to public health agency

O O OO0 OO O

O= document contains any language addressing the issue. Does not denote that issue is addressed in a particular manner.
Agreement specifies that a specific enumerated issue will be addressed in a separate document, to be developed.
** Agreements were operationd at the time of the site visits.
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The analysis of the MOUSs support four mgjor findings:

1. MOUsASCLASSIC PROVIDER AGREEMENTS

To asignificant degree, MOUs are in fact designed to function as would any service
agreement between a managed care organization and a network provider. In other words, the
documents function as typical managed care network provider agreements; they set forth the
manner in which public health agencies will supply health services to managed care organizations
so that MCOs can carry out their contracted duties.® Aswould be the case with any commercial
provider network agreement, many of the MOU provisions relate to the business relationship
between the parties. Indeed, many of the clauses found in the MOUs are identical in genera
purpose and structure to those found in standard commercial network agreements. ** Examples
of standard business provisions found in the MOUs are clauses relating to the indemnification of
the partiesin the event of aliability ruling, severability, contract terms, scope of covered services,
dispute resolution procedures, and the timing, manner and nature of payments that the MCO must

make to the health agency.

2. MOUSASAPPLICABLE TO ALL BOOKSOF BUSINESS

Most of the MOUs were structured to apply to all managed care enrollees, not merely
those who are Medicaid-sponsored. While Medicaid requirements or incentives may have
triggered the MOU process, the structure of most of the agreements resembles any network
provider agreement and should be equally transferable to any book of business. Because the
contracts are not necessarily limited to a specific book of business of the MCO, they can cover
members from any plan offered by the MCO to any purchaser, Medicaid, employer, or otherwise.
Indeed, the Ohio document specifically references its applicability to al members of any plan
offered by the MCO, not merely its Medicaid enrollees. Thisis consistent with provider network

%2 For an overview of agreements between managed care organizations and providers see: Rosenbaum S, Silver K,
Wehr E. Principal Findings from an Analysis of Contracts Between Managed Care Organizations and Community
Mental Health and Substance Abuse Treatment and Prevention Programs, (DHHS, SAMHSA, June 1997.)
33 i

Ibid.
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contracts previously examined by CHPR staff, which are typically drafted in generic terms and
applicable to any product line offered by the MCO to its buyers.®

3. MOUSASREFLECTIVE OF MANAGED CARE, NOT PUBLIC HEALTH, IMPERATIVES

The MOUs are based on the imperatives of managed care, not public health. Because the
MOUs are structured to function much like any traditional provider network service agreement,
they address only to the most limited degree (and frequently not at all) MCOs' obligations to local
public health agencies that arise from the needs of public health, rather than the managed care
business relationship (e.g., the local public health agency’ s rights as a member of the MCO's
provider network). In other words, despite the extraordinary impact that managed care has on
public health functions, the MOUs do not function as a means of addressing these issues. For
example al of the agreements identify personal health services that health agencies will furnish to
members of the MCO and the terms under which the MCO will pay for care. While most of the
agreements (seven out of ten) require the agency to report data on services furnished to members,
only three require the MCO to furnish data to the public health agency. In only one case
(Onondaga County) does the MOU reserve for the health agency any role in public health
treatment decision-making (e.g., the extent to which the MCO will provide or pay for certain
types of contract treatment essential to public health, such as treatment of persons with active
tuberculosis). Similarly, only one MOU (Detroit) identifies whether or the extent to which MCOs
will participate or in any way assist in community-wide planning, service delivery, partner
notification, or population surveillance activities.

To be sure, many of these issues may arise during the negotiations over the MOUs and
may in fact result in informal “side agreements.” However, they are not aformal part of the
MOU, nor are they enforceable. Moreover, even when a public health agency retains sole
responsibility for a particular activity (e.g., partner notification) the agency would depend on
information from the MCO and its provider network regarding the presence of an STD that
should trigger the partner notification process.

4. SIMILARITIESAND DIFFERENCESAMONG M OUs

% bid.
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The documents are both consistent and variable at the same time. Nearly all agreements
reflected the health agency’ s view of the importance of continuing to furnish plan members with
certain personal health services that are covered by the MCO contract and essential to public
health (e.g., family planning, immunizations, screening and treatment for STDs, treatment of
tuberculosis, and services related to HIV). Moreover, since these services show up in both the
pending and signed agreements, they reflect a view on the part of the MCO that public health
agencies do, indeed, have arole to play in the provision of personal health services, whether for
Medicaid beneficiaries or other members.

As the same time, the contracts vary greatly in the range and scope of services they cover,
afact which probably is driven as much by the uniqueness of loca health agencies as the
purchasing expectations of the MCOs. Table 2 presents examples of the variation in the manner
in which contracted service duties are described under the agreements. STD-related services are
used as the example to illustrate this variation. For example, the Sacramento County model MOU
contains extensive documentation related to how health plans and the public health agency should
relate to each other in the area of STD prevention and treatment. The excerpted language sets
out five pages of relationship elements covering the use of liaisons by the plan and the agency,
access to care, confidentiality, disease reporting, provider payment, coordination of care, and
coverage of diagnostic and treatment services for individual STDs. The Riverside County
agreement contains shorter STD provisions that are less detailed than those found in Sacramento
and address fewer issues. While the California documents contemplate payment for STD services,
the Onondaga County MOU specifies that the county “will bill neither the plan nor Medicaid for
STD services.” Similarly, while the Onondaga County agreement contemplates that the county
will develop practice standards in the areas of screening and treatment for MCO network
providers, thisrole is not identified in the California documents.

Four agreements address activities related to sexua contacts of MCO members diagnosed
with an STD, but the roles and responsibilities of the parties differ. The Onondaga County
agreement assigns follow-up duties to the public health agency. The Sacramento County contract
specifically obligates the MCO to inform its network providers about notification duties. In these
gites, local practice patterns and public health agency preferences lead to this variation, yet all

contracts address the issue of STD services in one manner or another.
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In short, the contracts by and large memorialize the relationship of the parties around
those public health agency functions that relate to the provision of personal health care for which
the MCO is contractually responsible. They do not address the MCO’ s duties toward the public
health agency in areas of traditional public health, such as surveillance activities, anaysis of
population health, contact tracing, partner notification, and so forth, for which the public heath
agency remains responsible. MOUSs thus are used to memorialize relationships around matters
that insurers have contracted to undertake, not around functions that local public health agencies
are obligated to perform for all community residents including members of the plan. These
agreement focus on those activities by local public health agencies that aid insurers to immediately
meet their contractual obligations, rather than those activities that local public health agencies are
inherently obligated to, but cannot, meet without MCO cooperation.
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Table2: SERVICESRELATING TO SEXUALLY TRANSMITTED DISEASES

IN AGREEMENTSBETWEEN MEDICAID-SERVING MANAGED CARE ORGANIZATIONS

AND PUBLIC HEALTH AGENCIES

[Note.--Emphases added]

Onondaga County,
NY

"...County will provide STD services at patient's request without seeking prior authorization from the Plan. County will continue to provide direct
clinical services through its County STD clinics. The County shall make all reasonable efforts, consistent with current law and regulations and with
patient consent, to report confidential reports to the Plan and inform the patient of the availability of STD servicesin-plan...[and provide services as
set forth in attachment, which addresses a) appointment of plan and health department liaisons; b) health department provision of STD services,
without charge to patient or to plan; ¢) plan duties to "[e]encourage all members to seek STD services at their plan or from County STD clinics [and
to not require prior authorization or restrict the number of visits needed for outpatient or inpatient diagnosis, treatment and counseling]; d) plan duties
to provide to health department completed STD disease-reporting forms, ensure laboratory reporting and "educate" plan providersregarding "the
need to provide OCHD with information on STD patients and/or partners of STD patients; €) plan duty to "develop and implement STD screening
and treatment protocols based on State and County recommendations “and report "non-compliant” patients to health department; f) health department
duty to furnish :"protocols and procedures for the evaluation of partners of STD-infected members [and] [p]rovide follow-up of contacts for all STD
patients; and g) provision of medical and public health consultation by health department, and plan duties to inform providers of availability of such
consultation.]”

Sacramento County,
CA

[Plan responsibilities (set forth in matrix) include]: "implement[ing] procedures to ensure that Members have prompt access to appropriate STD
prevention, screening, counseling, diagnosis and treatment services...[and to] allow members to access STD services by selecting a provider other than
the member's PCP if he/she desires confidentiality...[and to] allow minors aged 12 and older to access STD services without parental consent...[and
to protect member confidentiality]. [also to] provide COUNTY with completed California Morbidity Reports (CMRTS) on patients with reportable
diseases...Implement procedures to monitor compliance of PLAN providers of STD services with communicable disease reporting requirements.
Ensure the PLAN's clinical laboratories provide COUNTY with required information on patients with reportable STDs...Reimburse... COUNTY for
the diagnosis and treatment of [specified] STDs...Inform PLAN providers regarding the importance of rapidly notifying sex partners of infected
PLAN Members so they can be tested and receive appropriate counseling and treatment at the earliest opportunity. Forward medical documentation to
the PCP....[and matrix with definitions of reimbursable services per episode of specified STDs]

Riverside County,
CA

"....MMC providers and RCHSA shall utilize current STD Guidelines from the U.S. Public Health Service in the diagnosis and treatment of sexually
transmitted diseases [health department duty to furnish updated guidelines; plan duty to disseminate such guidelines to plan providers];

...[plan members may use health department STD services without prior authorization and plan will inform members about access to STD services
including minor access to STD services without parental consent]...

RCHSA is an out of plan provider treating STDs within its scope of practice [and will provide outpatient STD services for plan members for specified
conditions]

RCHSA will coordinate with MMC or the member's assigned primary care physician, if known, for authorization and referral for specialty care,
contingent upon consent by the plan member [and will refer members to MMC provider for follow-up and non-STD related care]...

RCHSA will request that plan members sign arelease of confidential information. Upon consent, RCHSA will provide medical records to
MMC...MMC will reimburse RCHSA for STD services to plan members based on specific STD diagnosis and service definitions as follows
["episodes" of specified conditions defined for purposes of reimbursement, e.g., "Gonorrhea, Non-Gonococcal Urethritis and Chlamydia -- Can often
be presumptively diagnosed and treated at the first visit, often with single-dose therapy. for individuals not presumptively treated at the time of the
first visit, but found to have gonorrhea or chlamydia, a second visit for treatment will be reimbursed..."]

RCHSA isresponsible for conducting case contact investigations, including the assurance of appropriate treatment, when indicated. ..

MMC providers will cooperate with RCHSA in the screening and treatment of plan members who are contacts of confirmed STD cases and will
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assist with compliance related activities concerning the treatment of members for STDs."

Detroit, M|

"...Theareas of health care service identified for coordination and collaboration between the DHD and the QHP are as follows:

Communicable Disease

STDs...

SCOPE OF SERVICES DHD

Pursuant the coordination and collaboration requirements of the QHPs contract with the Michigan Department of Community Health, the DHD, alocal
health department, agrees to provide the QHP [with] the following services....

Sexually Transmitted Diseases. Provide communicable disease health services, including invoices, reports, testing (including laboratory testing),
evaluation, treatment and follow-up treatment for all QHP enrollees seen at any DHD clinic which treats Sexually Transmitted Diseases, whether by
referral or walk-in appointment....

OBLIGATIONS OF QHP...

Sexually Transmitted Diseases. Honor health care service and pharmaceutical invoices from DHD for all QHP enrolleg's [sic] who seek Sexually
Transmitted Disease testing (including laboratory testing), evaluation, treatment and follow up treatment at any DHD clinic which treats Sexually
Transmitted Diseases, whether by referral of [sic] walk-in appointment....

Health Plan Services.....

b. STD

Screen to identify high risk enrollees seen for prenatal, family planning, substance abuse, tuberculosis and emergency services and for high risk
patients seen through other plan services.

Provide, authorize or contract for adequate counseling, diagnosis and treatment according to state and federal guidelines.

Provide disease and prevention education to all high risk enrollees.”

New Castle and
Sussex Counties, DE

"Early Intervention and Engagement...

The service provided is the assessment of the immediate presenting need, and the treatment of that need. Assessment includes assessment of related
risk and follow-up. Health education related to the presenting need and associated risk is provided...

the managed care plan and the assigned primary care physician are identified. the patient is asked about their reasons for seeking care at public health
and is encouraged to follow-up care with the assigned primary care physician...

Typical presenting needs and associated early intervention and engagement are in response to:...

Infectious Disease (e.g., STDs,...)...

Services include appropriate history and physical, limited treatment of the presenting acute problem, ordering any needed diagnostic tests, health
education, risk reduction and self-care information, reporting as required for infectious disease, and as appropriate to the primary physician, and
referrals to other providers or social services."

Montgomery County,
OH

"Sexually Transmitted Disease Services...

Office visits assessment, diagnostic services and treatment of all sexually transmitted diseases(which includes medications and |ab tests)$25.00
Return office visits within 6 months with same diagnosis (which includes medication and lab tests) 10.00

Return visit within 6 months with different diagnosis (which includes medication and lab tests) 15.00"

Marion County, OR

"...COUNTY [LHD] and its employed health care professionals may provide the following Medically Necessary Services within the scope of
licensure or certification of COUNTY's employed health care professionals....

2. Diagnosis and treatment of sexually transmitted diseases...

All services will be provided according to the Office of Medical Assistance programs practitioner's Handbook for Medical-surgical Services, January
1995, and associated amendments..."

Shelby County, TN

"...Covered services...include:...
3. HIV, STD and TB testing and treatment..."
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Harris County, TX

"...Laboratory tests [for prenatal clients] include...RPR, Hep. B. surface Antigen (HbsAg), chlamydia...Individualized education on HIV and syphilis
during pregnancy are addressed and appropriate testings are offered with the patient's consent.

...Services in the Family Planning clinic include...laboratory tests including...Chlamydia...Syphilis...HIV prevention counseling, testing, partner
elicitation, education...

...[at local public health agency STD clinic] Laboratory testing for Syphilisis performed on site for immediate treatment. In addition to examinations
and treatments, Clients are educated about risky behavior, disease transmission, protocols for prevention, symptoms and medical management of
infections and they also receive educational material, non-judgmental counseling, and confidential HIV counseling and testing.”
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V. RESULTSFROM SITE VISITS
A. Overview of Study Sites

The visits for the CDC-sponsored phase of the project occurred during May and June,
1997. Atthistimeall of the study states had instituted mandatory managed care in some or al
portions of the state, primarily for the AFDC-related population of low income women and their
children. However, with respect to the sites, the market maturity, penetration, variety, and
stability of each MCO varied considerably, as did the MCOs' experience with Medicaid enrollees.
MCOs ranged from small local Medicaid-only MCOs to large non-profit and for-profit MCOs
with commercial operations across wide geographic areas.

Collaborations between local public heath agencies and MCOs were mandated in three
sites (Onondaga County, New Y ork, Sacramento County, and Riverside County, California) and
highly encouraged in two sites (Detroit, Michigan and Hennepin County, Minnesota), and ranged
from very tightly to broadly defined. Moreover, as would be expected given the local nature of
public health, there were significant differences in how the local public health agencies perceived
thelr missions, ranging from focus on the delivery of the core public health functions of policy
development, assessment, and assurance to the delivery of personal health services, including
primary care, to their communities (with various blends of these two). MCQOs also varied in how
they defined their missions, from financial managers of an insurance product to integrated service
delivery systems, again with blends of the two approaches in some instances.

The following discussion highlights the distinguishing features of each site and setsthe
context for our discussion and recommendations.

Onondaga County, New York: This 780-square-mile county is located in central upstate
New York with Syracuse asits largest city. Comprising about 500,000 people, there are large
tracts of rural areas and pockets of both urban and rural poverty. The county’s population is
primarily Caucasian, with African Americans accounting for 8% of the population. Thereisa
small and growing population of immigrants and refugees from southeast Asia, eastern Europe,
and the Caribbean.

The Onondaga County Health Department (OCHD) has largely moved out of the business

of directly providing primary care services to focusing on the delivery of specific program area
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services such as communicable diseases and maternal and child health and the fulfillment of the
core functions of public health.

At the time of our visit, upheaval in the managed care market threatened to delay the start
of the mandatory enrollment date. This upheaval was caused largely by MCOs' assertions
(subsequently borne out in some cases) that they would leave the Medicaid managed care market
or cap Medicaid enrollment as aresult of premium reductions by the state. In general, managed
carein New York, particularly upstate, had arelatively short history and thus had achieved
relatively low market penetration. Both MCO and OCHD officials stressed the importance of
learning from each other, as well as fostering an overall atmosphere of cooperation. Local
officials predicted mergers and acquisitions of smaller firms by other regional New Y ork firmsto
consolidate market share and expand enrollee bases. Indeed, this happened during our visit when
Prepaid Health Plan announced its merger with HealthCarePlan and Independent Health, two
Buffalo-based MCOs. The strategy of OCHD was to continue to develop MOUs with entities as
they emerged.

Hennepin County, Minnesota: Located in southeastern Minnesota, Hennepin County is
the most populous of Minnesota' s 87 counties. With just over 1 million residents, it accounts for
about 24% of the state’' s population. Hennepin County has the highest per capitaincomein the
state and its largest city is Minneapolis. County residents are primarily U.S.-born Caucasians who
enjoy overal good health. However there is a significant and growing minority population of
immigrants and refugees, as well a small and important African-American community. The
general economic health of the county and its many employment opportunities make it attractive
to foreigners seeking secure living arrangements.

As in Onondaga County, the Hennepin County Community Health Department (CHD) has
largely moved out of the business of directly providing primary care services to focus on the
delivery of specific program area services such as communicable diseases and maternal and child
health and the fulfillment of the core functions of public health.

Managed care has had along history in the state, with high levels of market penetration in
urbanized areas such as Hennepin County. The market isfairly stable and characterized by a
somewhat insular “friendly competition.” Officials credited these factors as greatly important in

their understanding of what strengths managed care can bring to serving the needs of Medicaid-

32 THE GEORGE WASHINGTON UNIVERSITY MEDICAL CENTER



eligible persons. As noted, the Minnesota legidation requires MCOs to engage in local planning
activities known as “Collaboration Plans.” However, most interviewees felt that the process was
at the time too vague and open-ended to be of much practical use. On the other hand, Hennepin
County isitself extensively involved in the managed care market, operating its own county-
sponsored HM O, Metropolitan Health Plan, which competes with other MCOs for Medicaid
business. At the time of the site visit, Hennepin County was moving toward a takeover of the
Medicaid managed care purchasing process itself in order to gain greater control over this portion
of the managed care market.* By 1997 the Hennepin County Health Department had in fact
entered into provider agreements with MCQOs in the county, including the county-sponsored plan.

Detroit, Michigan: The largest city we visited, with just over 1 million people in the city
proper and over 4 million people in the metropolitan area of three neighboring counties, Detroit is
composed of largely minority residents, primarily African American, not atypical of many inner
city localities. The economic vagaries of the automotive industry, among others, have created
pockets of both extreme poverty and great wealth. The Detroit Health Department’s (DHD)’s
clinics provide or arrange for both primary and specialty persona health services to low-income
populations through a network of six primary care clinics serving primarily low-income publicly
insured and uninsured people. Two of the clinics operate under contractual staffing arrangements
with the Henry Ford Health System (HFHS), which owns the largest MCO in the area, Health
Alliance Plan (HAP). DHD plans to continue operating these clinics, with financing coming from
two sources. 1) public and private grants to support both primary and specialty care services for
indigent and uninsured clients; and 2) Medicaid revenues generated through managed care
participation to the maximum extent possible under provider network agreements. Medicaid
patients of the health department who do not elect to use one of the county health department
sites as their primary care provider will be referred back to their own primary care providers when
attempting to utilize services out-of-network.

Sacramento County, California: This county is one of two in the state (San Diego isthe

other) to pilot aform of Medicaid managed care known as “ Geographic Managed Care (GMC).”

% For a complete discussion of county-based purchasing of Medicaid in Minnesota, see: ~, State-county joint
purchasing options for publicly funded health programs in Minnesota: a report of the findings of the Seven Metro
County Direct Contract Steering Committee. February 14, 1997. Available at
http://www.co.hennepin.mn.us/hpc/j poreport/jpo.htm. Accessed September 8, 1997.
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The GMC mode alows for multiple plansto bid for and receive contracts to cover Medicaid
eligibles. At the time of the site visit, sx MCOs had Medicaid contracts to cover upwards of
150,000 eligibles in Sacramento County.

Riverside County, California: While Sacramento County utilized the GMC model for
Medicaid managed care, Riverside County was one of twelve California counties involved in what
isknown as the “ Two-Plan” model. Under this model, Medi-Cal eligibles choose between a
locally-organized health initiative (L1) and a commercial plan (CP). The LI for Riverside County
is Inland Empire Health Plan (IEHP), a plan that originated from and was built around contracts
with a number of local physicians and clinics, most of whom had prior experience with the local
Medi-Cal and other low-income populations. The CP awarded a contract by the state for
Riverside County is Molina Medical Centers (MMC), a minority-owned and -operated health plan
which enrolls publicly insured patients most exclusively. Riverside County was similar to
Detroit in the concerns raised by county officials regarding MCOs' ability to meet al of the
personal health care needs of county residents. Local public health officials continued to seea
need for a significant public health presence in personal health care delivery for both uninsured
and Medi-Cal dligible resdents. Riverside County negotiated an MOU with IEHP in 1996 and
was in the process of developing a draft agreement with MMC at the time of the site visit. One
interesting dynamic at work was that the CEO of IEHP was formerly the Public Health Officer for
Riverside County and had contributed to the design of the state-level templates for MOUs. He
also has taken alead role in attempting to ensure that traditional safety net providers not be lost in

the move to Medicaid managed care and was an early proponent of the L1 approach.

B. Key Findingsfrom Site Visits

1. FROM EXPECTATION TO REALIZATION: THE EMERGENCE OF PUBLIC HEALTH AND
MANAGED CARE RELATIONSHIPS

The establishment of working relationships between managed care organizations serving
Medicaid beneficiaries and local public health agencies depends on expectations of the various
parties with an interest in such relationships. Public health agencies may expect such relationships
to be responsive to their public health obligations under state law and the terms of their grants for
public health activities. Such public health expectations may be articulated in state statute or
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regulation mandating some type of relationship between MCOs and local public health agencies,
in other documents and policy statements developed by state agencies, or may be determinable
only by interviews with key informants, as reported below.

Medicaid agencies and MCOs may have narrower expectations, reflecting their interests
and duties as purchasers and sellers respectively of health care services for Medicaid beneficiaries.
The master service agreements between agencies and MCOs are the primary source of

information about expectations of these parties.

Medicaid Agency Expectations. Asshownin Table 1, in all states studied except Ohio and
Tennessee, the master service agreement between state Medicaid agencies and MCOs specifically
addressed some type of relationship between the MCO and local health departments. Two of the
states (California and Oregon) required MCOs to enter into subcontracts with local public health
agencies as a condition of participation in the state’ s program; however, an MCO unable to meet
this requirement could instead show evidence of “reasonable efforts’ to achieve such agreements
(Cdifornia), or demonstrate to the state agency that an agreement was not feasible (Oregon).
Other states recommended or authorized such agreements (Delaware, Michigan) or provided for
“preference’ in the plan selection process for MCOs that “ offered” a subcontract to a“traditional
provider” (defined to include local public health agencies) (New Y ork, Michigan). Two states
(Michigan, Texas) included minimal master contract standards for local public health agency
participation in MCO networks, implying MCO discretion in inclusion of local public health
agenciesin their networks.

Almost without exception, the arrangements described in the master contracts did not
address broad public health objectives. Instead, master contract language focused on
conventiona relationships in which the local public health agency would furnish personal health
care services to MCO enrollees in return for MCO payment to the local public health agency. The
fact that the Medicaid managed care contracts rarely referenced local public health agency
functions other than provision of certain persona health care services may mean that the Medicaid
agencies themselves are not familiar with local public health agencies except as one of severd
classes of “traditional providers’ to which the agency has paid claims for services. It also reflects

the level of involvement by state health departments in crafting the RFP specifications, which was
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reported to be limited. In entering into local public health agency provider service agreements
that do not address most public health issues, MCOs in most of the states are performing in
accordance with relatively limited Medicaid agency expectations about the local public health
agency/MCO relationship.

An exception to the typical master contract language was the Delaware RFP which

stipulated that the MCO:

“...should develop a Memorandum of Understanding with DPH county services that defines
communication and coordination between public health and primary care providers regarding community
outreach and family support services, assistance to enroll potentialy eligible people into Medicaid and to
provide continuity of care during times when Medicaid eligibility is discontinued. DPH has a significant
role in the overall health care system. The core public health functions to be considered by MCOs as they
develop their responses are described the [sic] Association of State and Territorial Health Officials
(ASTHO) document in Appendix 1.” (emphasis added)
The referenced ASTHO document briefly identifies a series of “core public health functions’ (e.g.,
“prevents epidemics; monitors the health condition of the population; mobilizes communities for
action”) in language that is so general that it is difficult to imagine reducing it to specific, legally
binding obligations for an MCO and alocal public health agency. In fact, the written local public
health agency/M CO agreement provided for the site visit in this state did not address the topics

identified in the ASTHO attachment.

Sate Health Department Expectations: As previously mentioned, one reason the master service
contract language reflected a limited vision of the public health role of MCOs was the narrow
involvement of state health department officials in crafting the Medicaid contract language. In
most of the study sites, interaction was modest. Interviewees in severa states attributed thisto
diverse factors, including: 1) organizational, philosophical, and cultural “divides’ between these
state-level agencies that impeded communications; 2) the speed with which the specifications
needed to be devel oped prohibited the use of a multi-sector consensus development process; 3)
policymakers' desires to avoid overly prescriptive language that would impose state-level
mandates on local health agencies that may not be responsive to local conditions; 4) the lack of
public health expertise in Medicaid agencies and the lack of Medicaid expertise in public health
agencies; and 5) the lack of managed care expertise in both Medicaid and public health agencies.
In some states, such as New Y ork and Michigan, the state health agency and the Medicaid agency
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had only recently been reorganized under a single departmental organization, and employees were
in the process of discerning new divisions of roles and responsibilities, communication lines, and
overcoming the barriers of organizationa “firewalls’ that had previoudly divided them.

California presents a striking distinction to this general pattern. George W. Rutherford,
MD, who at the time that the MOU requirements were first included in the California RFPs, was
the Deputy Directory for Preventive Services in the California Health and Welfare Agency. Dr.
Rutherford played a pivota role for the state health agency in representing public health interests.
This elevated role can be attributed to his previous experience as the State Epidemiologist as well
asto his extensive contacts with both health and Medi-Cal officias. Dr. Rutherford was asked by
Medi-Cal officials to participate in their Medicaid managed care working groups that examined
clinical preventive services, the future of public health, basic benefit packages, and cultura
competency issues. Thefirst two of these groups provided the appropriate forums for Dr.
Rutherford to put forward his ideas for MOUs as a means to put “glue’ into the process of
addressing access, quality, and cost, to improve the overall health of the public.** Cross-domain
expertise and communication were highly valued in this environment, and Dr. Rutherford
provided the necessary energy to bridge organizational and philosophical divides.

Subsequent to the release of the Medicaid master contract RFPs, state health departments
took an active role in creating and disseminating recommendations for areas of potential
collaboration between loca public health agencies and MCOs. State public health officialsin
Cdifornia, New Y ork, and Michigan, for example, created legally non-binding matrices and
templates that delineated these recommendations with suggested divisions of responsibilities.
Examples of these matrices and templates appear in the Appendix. While the language in these
templates is more comprehensive than that of the master service contracts, it still tends to be
open-ended and relatively non-directive with respect to the public health duties of MCOs.
Consistent with Medicaid contract language, the templates outline collaborations around three
primary aspects of local public health agency/MCO relationships: 1) continued access to local
public health agency services by Medicaid managed care enrollees; 2) reporting requirements of
communicable diseases by MCOs and their providers; and 3) definition of standards of care to be

utilized in the provision of services. In some instances, the matrices recommend, but do not

% Rutherford, George W. Personal communication. June 9, 1998.
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require, MCO involvement in public health education campaigns in their communities without
specifically defining the scope or level of such involvement.

The fact that the local public health agencies assumed fina responsibility for crafting their
MOUs in ways that were both consistent and different from state-level recommendationsis also
reflective of the relationships between state-level and local-level health departments and the
degree of administrative and regulatory oversight that state-level agencies have over local entities.
In states where local public health agencies are relatively autonomous units of local government,
such as New Y ork, Minnesota, and Michigan, local public health agency officials reported that
while they would have preferred to have been involved in the creation of both the Medicaid RFP
specifications and the model agreements, they were appreciative of the fact that they were given
the latitude to customize their own agreements for local conditions. With the exception of
Cdifornia, where MCOs must send their MOUs to Medi-Cal for review and approval, in the CDC
study states, the agreements were not required to be submitted to state-level agencies for review
or approval. The New York State Department of Health, among others, offered technical
assistance and review “to ensure that the agreements negotiated at the local level are consistent
with the State’ s Public Health Guidelines for Managed Care Organizations.”*’

It is not necessarily surprising that the agreements initially outlined by the state public
health officials “devolved” into standard covered service provider agreements during the course of
their negotiations with Medicaid managed care organizations. Such instruments are both familiar
and accessible to the extent that MCOs are accustomed to their use with their traditional panels of
providers such as hospitals and clinical practice groups. Given that the states' “vision” of the
public health role of MCOs revolved around service provision and reimbursement issues, the local
public health agencies adopted this level of vision in light of the fact that there were no
requirements or directives to do otherwise. Asone loca public health official reported, “We are
still in the process of sorting al thisout.” Thus, the local public health agencies took a
conservative course of action that avoided the appearance of imposing duties on MCOs that were

not explicitly contained in their contractual relationship with the state Medicaid agencies.

37 L etter to the Albany County Health Department from Ellen J. Anderson, NY SDOH Office of Managed Care,
August 14, 1996.
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2. THEMOU ASCATALYST

A key question addressed by the study was:. “Did requiring or encouraging MOUs
between MCOs and local public health agencies lead to the establishment of working
relationships?’ The answer to this question is “yes’; the MOU process seems to have resulted
either in the actual establishment of aworking relationship or negotiations to develop such a
relationship. In those states that included collaboration requirements and/or recommendationsin
their Medicaid managed care RFPs and contracts, the basic goal of building aformal relationship
seems to have been realized. Asone Michigan health official stated, “Local health departments
have told us in Southeast Michigan where the RFP was issued that they have had more contact
with HMOs in their areain the last few months than they might have had in al the previous
decade.”

Interviewees in New Y ork also reported that the Medicaid agency informed MCO bidders
that if they wanted the Medicaid RFP award for Onondaga County, they would have to sign the
MOU. This position on the part of the Medicaid agency led to MCO contact with the public
health agency.

3. THE MOU DEVELOPMENT PROCESS

The most common approach used among the sites we visited represented a “top-down”
approach to the creation of MOUSs. In several sites, as noted, the state health and/or Medicaid
agencies developed model agreements and coordination matrices and templates that they
disseminated to local health departments for their use with MCOs in their markets. These
templates were generally developed not so much with public health surveillance considerationsin
mind, but more with the intent of negotiating provider participation agreements. Thus, the focus
shifted away from public health-oriented goals of the MOU (i.e., to get managed care to link to
the community), and back toward traditional provider network contracts (coverage, network,
payments, etc.)®

Local public health agency and MCO officials in Minnesota and Michigan reported being
excluded from the development of the MOU process as state officials defined their scope and
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contents. Local officials viewed this as a shortcoming of the process. They believed that they
could have contributed valuable insights that would have saved the state time and money, as well
as resulting in MOUs more reflective of, and adaptable to, their local circumstances. In the case
of Hennepin County, local governments have seized far more control of the entire Medicaid
managed care purchasing process than was the case in other study sites. Hennepin County’s
response to an attempt by the state to allow an MCO to operate in the county that the county did
not want (it considered its market to be saturated at that point) was to join with six neighboring
counties to lobby for county-based purchasing of Medicaid. Where the county government is
itself the purchaser of managed care, it can be expected that the county’ s health agency will play a
far larger role in determining the extent of its formal relationships with plans that seek to do
business in the county.

Michigan’s Medicaid RFP process strongly encourages, rather than mandates, local public
health agency/M CO collaborations. The state created a coordination template and model MOU
for local public health agencies to use in their negotiations with MCOs. This template stressed
both personal health services as well as broader public health-related matters (the template is
found in the Appendix). Detroit health agency officias reglected this template, however, in favor
of amore traditional provider network agreement that dealt squarely with the health agency’s
needs as a provider of persona heath services. Intheir view, the state’ s template inadequately
addressed the issues that arise for local public health agencies as personal health and medical care
providers and thus they rejected the template in its entirety in favor of a more traditional service
agreement.

Interviews with local public health agency and MCO officiasin Detroit likely best
captured the deep concerns voiced in other similar jurisdictions about the future of Medicaid
managed care. DHD, with itslong history of serving great numbers of people with complex
medical needs, strongly believed that it was not in a position to abandon its role as a persona
health care provider and viewed the potential loss of Medicaid patients and revenues to MCOs as
amajor threat to the continued viability of its programs. The health department staff also
expressed concerns that MCOs would prove to be unstable players in the Medicaid market and

% Rosenbaum S, Silver K, Wehr E. Principal Findings From an Analysis of Contracts Between Managed Care
Organizations and Community Mental Health and Substance Abuse Treatment and Prevention Programs. op.cit.
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would leave when the care was no longer profitable. MCO officias expressed appreciation for
the health department’ s willingness to negotiate with them while at the same time voicing concern
over the rates that the health department expected the companies to pay for covered services.
The result at the time of the site visit was an uneasy alliance between public health and managed
care as each takes a“wait and see” posture while watching to see if promises on both sides are
fulfilled.

4. THE MOU NEGOTIATION PROCESS

With the exception of providing some technical assistance, the state agencies for the most
part left the MOU negotiation process to the local health agencies, just as would be the case with
any provider service agreement. Indeed, this *hands off” policy was consistent with the thrust of
the state agency efforts to foster the development of working public health agency relationshipsin
the managed care context. Since contract negotiation lies at the heart of the relationship among
the various entities that participate in managed care, learning to negotiate the contract
autonomoudly is central to the managed care integration process. Because entry into the managed
care market by public health was the principa goa of the MOU process, public health
considerations declined in importance (and as indicated in the Detroit example) were intentionally
pushed aside, in favor of getting a basic provider agreement, although vestiges of public health
concerns remained.

The Onondaga County “Partnership Agreements’ were among the most tightly defined
and comprehensively written examples of MOUs in our study. A significant factor in the county’s
progress in devel oping collaborative relationships and negotiating MOUs with MCOs has been the
County Health Commissioner’ s proactive stance as both a catalyst and ongoing active leader in
this process. Thiswork was accomplished largely by networking as many stakeholders as
possible in their development, including health department staff, other county officias, and MCO
officias. Asaformer state-level Heath Department official, he had extensive contacts with
Albany officias, aswell as speciaized knowledge of the MOU process from the statewide
perspective.

Sacramento County offered a unique example of the application of classic market

principles to the MOU negotiation process. Increasingly, using the “safe harbor” provisions
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created by federal regulators as a means of exempting certain conduct from potential antitrust
prohibitions, health care providers are forming competitor networks that negotiate on behalf of
each member of the network in order to increase their collective market leverage with MCOs.*
Using the notion of a bargaining agent, the Sacramento County health department employed an
MOU “broker” to negotiate a standard, acceptable MOU with the six MCOs doing businessin the
county. The process was given high marks by the MCO officials who were interviewed because
of managed care' s dependence on standardization to the maximum degree possible, the relative
efficiency of the system which the health agency employed, and the impartiality and negotiation
skills of the individual elected to represent the health department in its negotiations.

% | n the absence of such an independent network, the collective negotiation process would be viewed as a per se
illegal horizontal restraint of trade. Law and the American Health Care System, Ch. 2K. op.cit.
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5. POTENTIAL EFFECTSOF M OUSON SPECIFIC ASPECTSOF COMMUNICABLE DISEASE
PROGRAMS

Whileit istoo early to know how MOUs affect public health agency operations, in their
structure and design, the documents (and the processes by which they are created, negotiated, and
implemented), hold significant implications for communicable disease prevention and treatment
services offered by local health agencies. The effects of the MOUs may be felt in public health
agency revenues, the flow of information to and from health agencies, and the standards of care
that health agencies use to treat communicable disease.

Asnoted in Part 3, the MOUSs are relatively uniform in their inclusion of personal health
services related to the prevention, assessment and treatment of communicable disease. As Table 1
indicates, the MOUs in all study sites addressed immunizations, tuberculosis-related services,
some level of services for the prevention and treatment of STDs; all of the CDC sites except
Detroit addressed HIV-related services to at least some extent in their documents. As noted,
while the documents are similar in the classes of servicesthey cover, they may vary significantly
with respect to the precise manner in which the public health agency is expected to interact with
plan members and in the scope of the health agency’s duties in any particular service area.

In the following discussion, findings related to the four disease program areas are
addressed first, followed by an analysis of the cross-cutting variables in the study (financial
reimbursement issues, reporting and information flow, and the use of standards of care).

STD Prevention and Control: STD prevention, treatment, and control were subject to
extensive variation and debate. The greater variation in STD service arrangements reflects by and
large the unresolved issue of confidentiality, as well as a general lack of agreement on how to
operationalize shared responsibility between those activities related to individual care and
treatment and activities designed to protect public health. The confidentiality issue made STD
services a prime example of contractua benefits which MCOs are obligated to furnish but which
frequently may be furnished free of charge to MCO members. For example, the Onondaga
County MOU specifically provided that STD treatment would be available without charge to
MCO membersin order to permit the local health agency to continue ensuring that individuals

who used the county for care would experience no breach of confidentiality in either testing and
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treatment. Other health agency officias indicated that although their MOUSs permit them to hill
for STD services, in fact they do not do so because of unresolved confidentiality concerns.*

This tension between billing and public health concerns around testing and treatment
presented one of the clearest examples of how theory and practice diverge. Reasons given by
local public health agencies for the failure to bill MCOs included not only the issue of
confidentiaity but also the high administrative costs associated with billing arrangements, the
relatively low numbers of Medicaid-eligible STD clients to begin with, and the availability of
sufficient other revenues to mitigate the loss of Medicaid funding.

There was one area of agreement with respect to STDs: that only public health agencies
have the expertise, authority, and power to conduct individual partner notification activities and to
gather the necessary data for community-wide STD surveillance. However, by and large the
MOUSs did not obligate the MCOs to ensure that the necessary information to permit partner
notification or support surveillance would be forthcoming.

Tuberculosis Prevention and Control: The site studies suggest that MCOs may be
particularly willing to delegate the provision of directly observed therapy to public health
departments, primarily because they lack the workers and expertise in this particular area of health
care. However, MCOs did not appear to be willing to delegate to health agencies their decision-
making authority over the extent of medical care that would be covered for a particular patient;
neither the MOUSs nor the interaction between the company and the health department indicated
the transfer of medical necessity decision making powers by the company to the local health
department. However, in Onondaga County, where the local public health agency retains the
power to make medical necessity determinations for TB treatment, MCO officials generally felt
that they should have a greater role in making such determinations, such as the length of
hospitalization for individuals with active tuberculosis due of the cost of treatment. In the other
study sites, given that the MOUSs left MCOs with final decision-making authority over the medical

“0 |n fact, such concerns probably are not insurmountable and could be addressed in avariety of ways. It may be
that the availability of subsidized care without reimbursement has acted as an inhibitor to a resolution.
Furthermore it is unclear whether in light of the high importance of the service, STD prevention and treatment
activities should ssmply continue to be directly financed in order to avoid any diminution in access to care or
willingness to use services. For astudy that produced similar findings see: Rosenbaum S, et. al. Beyond the
freedom to choose: Medicaid managed care and family planning. J Health Polit Policy Law. 1997;22(5):1202-
1224.
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necessity of in-plan provision of diagnostic and treatment services, it was therefore possible under
the agreements and in practice for an MCO to order the discharge of an individual whose
condition might not have been considered adequately under control by the public health agency.
Were such aresult to occur, a public health agency could be left with significant financial
exposure unless the Medicaid agency were to intervene and overrule the MCO'’ s treatment
decision (an option that some, but not all, Medicaid agencies — and possibly other purchasers as
well —may reserve under their contracts).

Prevention of Transmission of HIV: An area of significant agreement was prevention of
vertical transmission of HIV. MCO interviewees al reported that they disseminate a standard of
care that promotes voluntary counseling and testing of all pregnant women for HIV infection.
However, there was general agreement that for those women who test HIV-seropositive, referrals
to systems of care and case management that are primarily publicly sponsored were most
appropriate. Despite this consensus, the MCOs nonethel ess reserved the power to make medical
necessity determinations under their contracts with local health agencies, just as with tuberculosis.
In most cases, the women's assigned primary care providers (if other than the local health agency)
would assume a consultative role in the provision of treatment, with pregnancy management
carried out by the local health agency. AsTable 1 indicates, HIV treatment was not part of the
MOU in Detroit. In thiscity, local health agency officias elected not to include HIV prevention
servicesin their proposed covered service provider agreements with MCOs, since they believed
that the city’ s existing speciaty care systems for infected women were adequate. (As a side-note,
it was not clear, however, whether al such speciaty programs were members of all MCO
networks, thereby ensuring access to such speciaists by MCO members on an in-plan basis).

Childhood I mmunizations: Immunizations are a covered service in all Medicaid
managed care agreements. Moreover, the service is one that is more likely to be available through
the primary care providers to whom enrollees are assigned. Thus, health agency officials report
that while they continue to maintain involvement in the provision of childhood immunizations,
some have reduced the number of clinicsthey offer. Othersinstituted fee schedules for “out-of-
plan” usersin order to discourage what they perceived to be the “dumping” of immunization
patients onto local health agency facilities. MCO officials reported being interested in

collaborating on local outreach efforts with public health agenciesin their service areas and saw a
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significant public relations value in addressing maternal and child health issues, as well asthe
opportunity to make a broad impact on the health and well-being of great numbers of people.

Reimbursement for Services Covered by the MOU: Table 3 summarizes the MOU
reimbursement mechanisms. Typically the agreements used Medicaid fee-for-service rates in the
case of Medicaid-sponsored enrollees. Additionally, the MOUSs provided that certain services
covered by the MOUSs, such as STD and HIV testing services would be reimbursed without prior
authorization. Nonetheless, public health officials in Detroit, Sacramento, Hennepin, Onondaga,
and Riverside Counties reported that despite the availability of reimbursement, they would
probably refrain from billing because of confidentiality concerns, as well astheir belief that the
volume of reimbursable business would not be sufficient to justify the creation and maintenance of
abilling system. Onondaga County officials did in fact develop a TB case rate for disease
management of $2,250 for one year of treatment per patient. The level of this charge was
determined by the Onondaga County Health Department following analysis of their costs for
providing these services. The caserateis paid in annually so asto avoid having to generate
multiple billings to the MCOs for individual services. Several MCO officiasin the area reported
that they considered the charge too high.

Table 3: Billing Mechanismsfor Services by L ocality as of June 1997

L ocality STD Testing and HIV Counseling and Tuberculosis Screening Immunizations
Treatment Testing and Treatment
Onondaga Co., NY Not billed to MCO or Billed to Medicaid at DOT for 36 weeks billed Billed to MCO when
Medicaid; enrolleesnot | FFSrate to Medicaid; other clinical | prior authorization
charged for services services (initial evaluation, | obtained or when child
medications, lab tests, and | not age-appropriately
clinic follow-up visits) immunized ($30/visit
billed to MCO at $2,250 + $5.00 each
for one year of treatment. additional vaccine
preparation)
Detroit, M| Billed to MCO (Not mentioned in Billed to MCO Billed to MCO at
agreement) $12.00 per
immunization

Sacramento Co.. CA Billed to MCO Billed to MCO MCO billed only for cost Billed to MCO
of medicationsused in
DOT provided by local
public health agency

Riverside Co., CA Billed to MCO Billed to MCO DOT hilled to Medi-Cal; Billed to MCO
other services billed to
MCO

Despite the fact that local health officials themselves acknowledged not billing MCOs for
certain services because of administrative burdens and confidentiality considerations, they also

expressed their concerns over cost shifting from the MCOs to the local public health agencies.

46 THE GEORGE WASHINGTON UNIVERSITY MEDICAL CENTER




Indeed, cost shifting issues were raised by both MCO and local public health agency officias, and
the problem surfaced in two ways. First, public health officials cited the loss of direct Medicaid
revenues from the state as threatening their ability to finance the provision of care for the
uninsured. One Detroit health official stated that even though these Medicaid revenues did not
completely cover the health department’ s costs, the financing nonethel ess helped defray the cost
of uncompensated care. Public health officialsin general held strong beliefs about the potential
financial impact of Medicaid managed care on local health agency operations, even asthey also
indicated their reluctance or unwillingness to establish complex billing arrangements or pursue
revenues that might compromise confidentiality.

The second way the issue of cost-shifting surfaced was that, even asloca public health
agency officials were voicing concerns over the combined effects of declining Medicaid revenues
and increased out-of-plan costs as MCO enrollees continued to seek care from them, MCOs cited
Medicaid revenue shortfalls as a major problem, along with increased cost-shifting onto their
commercia sponsors (where such sponsors existed) as a means of subsidizing their Medicaid
losses. This problem was particularly evident in Detroit, where a mgor MCO with both
commercial contracts and a Medicaid managed care contract feared losing its competitive edge to
alow-cost MCO that did not participate in the Medicaid market at all and could thus afford to
offer the Medicaid agency heavily discounted rates at market entry, as well as reduced rates to
other purchasers. The MCO with both books of business believed that cost-shifting losses from
its Medicaid business to its commercia clients forced it to raise commercia rates in such away
that its customers would potentially take their business to the low-cost MCO. Thiswas also
evident in Onondaga County where MCOs decided to cut their losses and either cease
participation in Medicaid managed care or cap enrollment.

Reporting and Data: Because access to data is essential to the ability of public health
agenciesto carry out core public health functions, the site studies asked specifically about data.
Table 4 presents an overview of selected reporting activities between the MCOs and the local
public health agenciesin the study sites. Asthe table indicates, there is extreme variation by site
and by condition in the approaches taken. For example, several sites are covered by public health

statutes that require MCQOs and their provider networks to report tuberculosis cases to public
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health agencies. No similarly uniform approach exists in the case of STDs or vaccine preventable

diseases, however.

Table 4: Reporting Requirements by L ocality as of June 1997

L ocality STD Testing and HIV Counseling and Testing * Tuberculosis Screening Immunizations
Treatment and Treatment
Onondaga MCO reports patients with HIV+ enrollees referred to local All confirmed TB cases Exchange of immunization
Co., NY STDsto loca public health | public health agency for case referred to local public records between MCO and
agency on form DOH-389 management, otherwise no health agency for treatment local public health agency
exchange of info about enrollee with patient consent
testing
Detroit, M1 MCO “and its provider MCO “and its provider panel are MCO “and its provider DHD reports
panel arerequired to report | required to report communicable panel are required to report immunizationsit provides
communicable diseasesand | diseases and certain other communicable diseases and for the statewide
certain other conditionsto conditionsto DHD [...] mandated | certain other conditionsto Immunization Registry;
DHD [...] mandated by by P.A. 368 of the Public Acts of DHD [...] mandated by P.A. | MCOsto report to DHD
P.A. 368 of the Public Acts | 1978." 368 of the Public Acts of progress in achieving 90%
of 1978.” 1978.” immunization coverage for
enrollees
Sacramento MCO reports STDstolocal | MCO ensuresthat its providers MCO ensures that its Exchange of immunization
Co, CA public hedlth agency, which | “follow current disease reporting providers, including its records between MCO and
in turn reports provision of requirements.,” anditisto contracted laboratories, local public health agency
STD servicesto primary “participate in and provide data, comply with requirementsto | with patient consent; MCO
care provider with patient such as names and addresses of file California Tuberculosis | isto participate in regiona
consent HIV positive members, relativeto | Suspect Case Report forms. immuni zation registry and
the development of a MCO informs County of “assist county in educating
comprehensive plan for HIV plan disenrollees with active | plan providers (including
services in Sacramento County.” B medical laboratories
affiliated with the plan)
about their responsibilities
to report vaccine-
preventable diseases.”
Riverside MCO will “comply withal | Individualswho test HIV positive | MCO required to refer all Local public health agency
Co, CA Federal, state, and local at local public health agency active or potentially active administers needed
public health regulations, facilities will be referred back to TB casesto local public pediatric vaccines and
including the reporting of MCO primary care provider for health agencies for services. refers members back to
specific diseases and care. Local public health agency MCO primary care
conditions.” Loca public submits treatment plan to provider for subsequent

health agency will provide
medical recordsto MCO
with patient consent.

MCO clinical services
provider with monthly
updates.

immunizations. MCO
informs providers of
required standards and
need for completing the
Californialmmunization
Record.

* Note that Michigan requires named reporting of HIV-infected individuas to the state health department. At the time of thiswriting, New Y ork and
Californiarequired reporting of individuals with AIDS diagnoses, but not those with HIV infection who have not progressed to AIDS, athough the
issueis currently one of wide debate in both states.

In certain situations (such as HIV) the policy regarding the reporting of positive cases

varies by state and is unsettled generaly. Thereisthus no reason to believe that MCO

agreements with local health agencies would have resolved the matter. In other cases, however,

particularly with respect to reporting around STDs, there appeared to be wide variation despite

the general consensus regarding the obligation and to report these conditions. Of particular

concern is the absence of provisionsin the MOUSs relating to health agency access to the results of

MCO laboratory tests or empirical diagnosesin the area of STDs. Many health agencies

traditionally have relied on public health laboratories rather than individual clinicians for
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information on persons diagnosed with STDs. As MCOs dlter traditional laboratory service
patterns and contract with private and/or out-of-state laboratories for services, a critical source of
information may be lost. However, thisissue by and large was unaddressed either in the
documents or in practice.

Standards of Care and Coverage Decisionmaking: Because the templates and the
MOUs were drafted by health agencies, they frequently incorporated established public health
standards (such as those maintained by the CDC, the American Thoracic Society, the American
Academy of Pediatrics, and the Advisory Committee on Immunization Practices) as a means of
defining genera coverage rules. While the MOUSs gathered for the CDC study were by and large
not in operation, MCO officias indicated that they had no objection to use of such “macro-
allocation” standards. At the sametime, it is critical to underscore that on a near-uniform basis,
the MOUs did not delegate to the health department the power to make a “micro-allocation”
decision (i.e., the power to determine coverage for any particular individual), thereby entitling the
patient to treatment. Adherence to pre-established scientific guidelines represents one important
aspect of defining what constitutes appropriate medical care. However, the second and crucial
phase is deciding whether care will be covered for a specific patient in a specific case. Thisissue
was left to the MCOs: indeed, it was clear from our interviews that local public health officials did
not fully appreciate the distinction between “macro-allocation” (which standards will generally
guide a decisionmaker) and “micro-alocation” (whether coverage will in fact be permitted for any
particular individual.) A unique exception was the Onondaga County Health Department which
retains the power to determine which TB patients need DOT services and when hospitalization for
TB patients may beindicated. MCO officials were generally very aware of the distinction
between macro- and micro-allocation, given their expertise in the use of practice guidelines and
standards for utilization review and service authorization purposes.

MCOs reported that they are quite often involved in the dissemination of standards of care
to their contracted providers, and they work in tandem with state and local health agencies to
obtain thisinformation. One Michigan MCO official characterized his company’s non-directive
policy on standards of care as, “We have providers who are performing medical carein the
tradition of variation which typifies American medical care, without any sort of reduction in

variation through an initiative instituted by the health plan. It is standard medical care asit exists
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in the community.” This “hands-off” attitude is responsive to physicians desires for clinical
autonomy of judgment as well as avoidance of the appearance of the practice of corporate

medicine.

V. CONCLUSIONS

The findings from this study support severa important conclusions, each of which will be
discussed in turn.

A. The MOU Processis an Important One That Should be Promoted, Closely Monitored, and
Measured

This study represents an initial effort to examine the MOU process closely as well asthe
unfolding relationship between loca public health agencies and managed care organizations.
MOU implementation can be expected to be as complex as negotiation of the agreement itself.
Because the CDC-sponsored site visits occurred during an early stage of MOU process, the issues
that arise in implementation were only beginning to be visible. The second round of site visits that
occurred under the Kaiser Foundation-sponsored portion of this project may shed greater light on
these issues.* Moreover, this study did not attempt to quantitatively assess measurable clinical
outcomes of diseases that may have occurred as a effect of implementing MOUs. Thus, the
guestion of whether the presence of an MOU is associated with greater levels of preventive health
care utilization or better management of communicable disease, as measured by accepted access,
utilization and effectiveness of care measures, cannot be answered here. Greater amounts of time
and more rigorous data collection would be necessary, as would the fashioning of a study baseline
against which to compare post-MOU performance.

Despite these limitations, this study permits important qualitative findings about the use of
MOUs in shaping communicable disease prevention and treatment programs in a managed care
era. One of the most significant is that as noted, the MOU was a spur for collaboration. A
second is that the fact of the MOU’ s existence creates a starting point for analyzing the effects of

formal versusinformal collaboration between MCOs and local public health agencies. Thethirdis

*! The results of the Kaiser-sponsored site visits will be provided to the CDC immediately upon completion of the
final report.
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that the process is widespread and replicable athough the nature of the replication can be
expected to vary aslocal conditions change.

The Strengths of the MOU Process. With the exception of Minnesota, the requirements
for MCOs and local public health agencies to enter into collaborations and develop MOUs or
similar agreements serve the important purpose of bringing these two domains together to discuss
their mutual and discrete responsibilities. The MOUSs represent atangible legal instrument around
which the local public health agencies and MCOs could conduct their negotiations. The templates
from which they were developed reflect the positions of state health and Medicaid with respect to
how they envision the overlap in responsibility and duty and allow for a structured negotiation
regarding how these duties will be carried out.

MOUs arein Early Development: The MOUs we examined were “first-generation” and
represented an initial attempt to address shared responsibilities. Because these MOUS represent
an initial effort to resolve issues of great moment for the health care system in the transition to
managed care, it is probably not surprising that the MOUs emphasize how public health agencies
will adapt to managed care far more than they address the extent to which MCOs will transition to
a community-wide vision of responsibility. This limitation of the current generation of MOUs —
that is, their failure to address issues of MCO relationships to public health imperatives—is
probably consistent with the realities of managed care, as well as the underlying dynamics of the
managed care transformation. Managed care in Medicaid has been pursued in many states with
breathtaking speed and policy urgency. Anecdotal evidence suggests that in the first wave, the
agencies, programs and providers that are affected by the transformation believe that the
accommodation duty lies with them and that it is they who must adopt to anew world. Only at a
later point in the evolution of markets do governments and society begin to consider the waysin
which the market will have to change to accommodate broader social goals. Thus, the limited
nature of the MOUSs (that is, their failure to address the broader public policy issues that arise as
managed care begins to integrate into the larger community) should not be seen as a permanent
constraint on the public health/managed care partnership, but instead, as a product of the
evolutionary manner in which markets change and governments in turn respond to a changing

market.
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I mportance of Effective MOU Negotiations. Our research suggests important findings
regarding the negotiation of MOUs. Negotiations appeared to be simpler and more expedient
with MCOs that were small “home-grown” firms, especially those which are organized as
Medicaid-only MCOs (and which may in fact be captives of the very public entities to whom
public health agencies also answer, such as a county government). These MCOs brought to the
table a greater awareness of the health and socia support needs of the Medicaid population,
particularly when they had previous experience with voluntary Medicaid managed care
enrollment. Asinstrumentalities of local government, captive MCOs also may have a de facto, if
not legal, duty to reach accommodation with a public health agency in their service area.

Despite the promising nature of the MOU process, there are clearly problems that suggest
the need for harder bargaining techniques or the replacement of lost funds with other
supplemental financing sources. Local public health agencies that wished to continue offering a
spectrum of personal health services to the uninsured as well as Medicaid patients using services
on an out-of-plan basis often found themselves in conflict with their need to finance these services
and states' policy directives to mainstream Medicaid beneficiaries into managed care. As
enrollees shifted into managed care plans, access to patients and revenues was affected, with
significant financial consequences reported by health agencies. The impact appeared to be felt
among health agencies with strong personal care missions and obligations toward high numbers of
uninsured patients, such as the Detroit health department.

We aso found that when public health agencies invest in efforts to educate M COs about
the importance of certain public health imperatives, negotiation may be easier. When MCOs are
able to grasp their members' (and their own) stake in healthy communities, even if achieving a
healthy community involves the assumption of duties that go beyond the traditiona limits of
insurance, negotiations may be easier. The MOU processis of crucial importance to this
educational imperative, since it provides a means of initially communicating about how the public
health agency will work with the MCO to meet its own contractual needs. Building on this base,
public health agencies and MCOs may at alater point begin to negotiate around the role of
managed care in meeting community-wide public health needs. This remains to be seen, however.

Limits of the MOU Process: The MOU process has serious limits, aswell. Because

implementation is only beginning, the enforceability of the agreementsis unclear, as are the effects
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of the agreements on the financial operations of public health agencies and the MCOs. It isaso
clear that in only two study sites — Sacramento and Onondaga County — did the public health
agency borrow market techniques to create a better bargaining climate. 1n Sacramento the health
agency developed a messenger model intermediary to effectively negotiate with severa MCOs. In
Onondaga County the commissioner was able to use his considerable influence to persuade the
ultimate purchaser (in this case, the Medicaid agency) to bar market entry to MCOs that did not
do business with the public health agency. Achieving market power either through collective
action or through regulation of market entry, are specific techniques that local public health

agencies must learn to use, along with learning to understand the policy content of the MOU.

B. Despite I ts Importance, the MOU Process Cannot Be Expected to Resolve Major Policy
Matters that Transcend Specific Provider Agreements

Even where the MOU process works well, this study suggests that it will not be effective
by itself in resolving crucia policy issues that go to the heart of public health functioning in a
managed care era. Provider contracts can carry out and conform to broader public policy: they
cannot make it. Major issues such as confidentiality of patient information, cross-subsidization of
MCO operations by loca public health agencies furnishing out-of-plan care, access by public
health to survelllance and treatment data essential to community health monitoring, and the role of
public health agencies not only in general care standard-setting but also, actual medical treatment
decision-making for conditions that affect the public' s health, are all policy issues of enormous
moment. They must be resolved by purchasers in consultation with state health agencies. Itisin
these areas that the policy-making aspect of public health practice, as captured in the 1988
Institute of Medicine study, The Future of Public Health, is at its most crucial. Earlier studies of
contracts between managed care organizations and Medicaid agencies suggest that these issues
are unresolved at the present time. This lack of resolution shows up in the provider agreements,
aswell.

Thus, as important as the MOU process may be in fostering the integration of certain
public health agency activities into managed care, itsrole in the integration of managed care into
public health domainsis minimal at thispoint. As noted, these limitations are not surprising given

the urgency of addressing the survival of key public health agency functionsin the first wave of
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managed care/public health collaboration. For example, one of California’s primary objectives for
promulgating the use of MOUSs between MCOs and local public health agencies was to link public
health into managed care operations in order to assure continued access by public health to
revenue streams for the services they continue to provide.” Now that the process is underway, it
isincumbent to build and strengthen it and to return to the major policy questions that the MOU
process aone cannot be expected to resolve, even when such a process is mandated by the
purchaser.

The findings from this study suggest that state Medicaid and health agencies are willing to
require the development of aformal relationship between MCOs and local public health agencies.
Thislevel of commitment must now be carried back to the deeper policy backdrop against which
MOUs are developed and negotiated. Questions such as those that go to core public health
functioning in an age of managed care, such as the authority of public health agencies to make
individual coverage determinations in the case of enrollees with highly communicable diseases, are
properly dealt with in state law or regulation of general applicability:* they also can be addressed
through the contracts that individual state purchasers (as well as private purchasers) negotiate
with MCOs. California s experience, again, is relevant to this point. Officias there believed that
certain public health imperatives and duties, such as responsibility for reporting of notifiable
diseases and medical necessity determinations, are of such fundamenta importance that they
should not be left to the vagaries of the marketplace; rather, they are better addressed in state
statutes and regulations, thereby achieving consistency across all markets in the state. The MOUs
thus are instruments that augment and fill in operational gaps without superseding public health
duties as already codified in state law. **

In fact, there is reason to anticipate that interest in this type of community-wide

restructuring of managed care will grow on both sides. MCOs have an interest in supporting

“2 Rutherford, George W. Personal communication, June 9, 1998. Dr. Rutherford noted that while the MOU
process leaves a great deal to local practices and preferences, fundamental policy matters such as the role of public
health agencies in making binding coverage and treatment determinations for members with tuberculosis are
addressed in state rules of general applicability, not individual MOUSs.

“3 While the Employee Retirement Income Security Act (ERISA) places constraints on the extent to which states
can regulate employee benefit plans, in recent years courts have begun to distinguish between the regulation of
managed care organizations and regulation of employee health benefit plan administration. See, e.g., American
Drug Storesv. Harvard Pilgrim Health Care, Inc., 973 F. Supp. 60 (D. MA 1997).

4 Rutherford, George W. Personal communication, June 9, 1998.
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public health functions of population-based disease control and surveillance. Rational risk
adjustment estimates and market entry strategies depend on having reliable health status
information about the communities in which MCOs operate or are considering entry. Thus,
MCOs have a potential vested interest in supporting well-managed and financially solvent public
health departments in that these departments are charged with collecting and analyzing
population-level hedth statistics. The availability of accurate and timely statistics reflective of a
community’s prevalence and incidence of acute and chronic disease conditionsis, or should be, a
vital component in the decision-making process of what services an MCO can offer (and at what
prices). Thisisclearly an areawhere both MCOs and local public health agencies can collaborate
in making the case to state legidatures for adequate funding for the conduct of local population-

based public health assessment and surveillance activities.

VI. RECOMMENDATIONS

We recommend severa different activities on the part of the CDC. First, we recommend
that CDC actively encourage Medicaid agencies as well as other public and private purchasers to
require or actively encourage the use of an MOU process. The MOU system creates a structure
for integrating public health into managed care and hel ps educate both sides about the needs of
the other. The MOU process is of fundamental importance as an evolutionary step toward
bringing together the worlds of public health and managed care. While this study focuses on
Medicaid-based MOUSs, nothing about the processis limited to publicly financed health care.
Indeed, any follow-up effort should be structured to bridge both public and private purchasers.

Second, we recommend an investment in training state and local public health agenciesin
the structure and content of MOUs as well asin the MOU bargaining process. Several state and
local health agencies have evidenced magjor leadership in thisregard. The CDC should implement
an initiative in this area that is designed to provide broad public education about MOUs and
provide support and technical assistance at both the state and local level of public heath. Public
health agencies at both the state and local levels should be trained in drafting and negotiating
contracts. The MOUs we examined were especially vague in the areas of contract duties and
rights, monitoring and compliance, and remedies in the event of breach of one or more terms by

either party to the contracts. Moreover, agencies should receive assistance not only in structuring
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and drafting the agreements, but also in the development of techniques for strengthening the
bargaining position of local health agencies, much like the managed care networks that have
grown in the private sector. Indeed, on many of these issues, important alliances can be created
among local public health agencies, and other providers with community-wide responsibilities
such as health centers. Many health centers already have formed fledgling provider networks
which could serve as examples for public health agencies.

Third, we believe that the MOUSs, even if in wide and active use, will continue to leave
unaddressed certain broad public health matters that concern how managed care relates to public
health. These are matters that deserve the highest level of state policy attention, not only for
Medicaid agencies, but for all public and private purchasers of managed care. CDC is positioned
to play amajor leadership role in this regard through continuing education, dissemination of
sample purchasing specifications, the development of model legidation relating to the reporting of
public health data and participation in public health activities, and meetings and conferences on
opportunities and challenges for public health in managed care, and other techniques. This
educational, technical assistance, policy analysis, and support role should be viewed as multi-year
and multi-faceted.

Furthermore, we believe that the “cross-cultural” nature of interactions between public
health, Medicaid and managed care has to be acknowledged and addressed. Training is needed at
al levelsand in al sectorsin the mission and operations of other sectors. This training needs to
emphasize both what is common in mission and operations and what is extremely likely to vary.

In addition, on a day-to-day level, participants in cross-sector interactions need to recognize that
they have aresponsibility to provide orientation to their counterparts on the specifics of their
circumstances. If credible and objective facts are not available, perceptions, well-founded or not,
will prevalil.

Finally, given the social stigma of diseases such as STDs and HIV, state health and
Medicaid agencies need to consider better ways to accommodate the need for public provision of
these services and their financing. Services that are essential to the protection of public health and
control of the spread of communicable disease cannot be left to the whims of the market. Gaining
a strong, nationwide foothold for market relationships is an important goal, but in the interim,

access to vital public health services could be lost. Alternative approaches include continued and
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expanded direct funding to local public health agencies specificaly for these purposes, as well as
the development of new billing mechanisms that are responsive to both public health and MCO

reporting requirements.
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Street NW, Suite 800, Washington, D.C.
20006.
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10.

11.

List of Documents

CDC Study Sites Interview Protocols

Minnesota:

2.1.  Collaboration Plan Legidation — 62Q.075 Local public accountability and
collaboration plan.

2.2.  Collaboration Plan Sample Forms

New York:

3.1. Public Health - Managed Care Partnership Agreement Between Onondaga County
Health Department and Managed Care Plan

Michigan:

4.1.  Coordination and Collaboration Between Health Plans and Public Health Agencies
on Selected Services

4.2. Moded Agreement Between HEALTH PLAN and Local Health Department
(LHDs)

4.3. Detroit Health Department Model Fee for Services Agreement with Qualified
Health Plans

California:

5.1. Medi-Ca Managed Care Request for Application: Sample Suggestions for
Subcontract Between a Medi-Cal Managed Care Contractor and Local Health
Department (LHD)

5.2.  Sacramento County: Draft Medi-Ca Managed Care Agreement

5.3. Riversde County: Agreement Between Molina Medical Centers and Riverside
County Health Services Agency

Kaiser Study SitesInterview Protocols

Texas:

7.1.  Harris County: Agreement Between “ALPHA Texas, Inc.” and Harris County

Oregon:

8.1. HMO Medica Services Agreement

Delaware:

9.1. TheRoleof Public Health in the Diamond State Health Plan: A Proposal by the
Division of Public Hedlth

9.2. Master Agreement Between Delaware Division of Public Health and MCD Health
Services Corporation: First State Health Plan

Tennessee:

10.1. TennCare Provider Agreement Between the Department of Health and Health Net
TennCare HMO, Inc.

10.2. Shelby County: Blue Cross and Blue Shield of Tennessee Group Practice
Agreement

Ohio:

11.1. Montgomery County: Participating Provider Agreement
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