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EXECUTIVE SUMMARY

This report consists of two papers. The first is a description of the patient mix,
staffing, costs, and revenues of seven Oregon community health centers over a four-year
period: 1992-1995. The second is an econometric analysis of the impact of Medicaid

managed care on community health centers nationwide (including Oregon).

A Description of Federally Qualified Health Centers Before and After Implementation of
the Oregon Health Plan

This report describes changes in demand, costs, financial status, and health center
adaptations for two years prior to implementation of OHP (1992-1993) and two years
after (1994-1995). It uses the standardized reports submitted by health centers to HRSA’s
Bureau of Primary Health Care. Because of a change in HRSA reporting requirements in
1996, it was not possible to analyze a longer time period post-OHP. Data were available
for seven of the ten centers in Oregon that receive community health center and/or
migrant health center funding from the federal government.

Because one of the seven health centers (Multnomah County Health Department
and its associated clinics) was larger than the other six combined, data are presented
separately for this center. Multnomah County Health Department (MCHD) is also unique
in that it was part of the joint venture that formed CareOregon, a capitated health plan
comprised of safety net providers and created for the sole purpose of contracting with
OHP.

These descriptive results suggest that the six health centers (excluding MCHD)
have done reasonably well since OHP was implemented. They have enjoyed increases in
demand with fewer revenue disallowances. Costs have remained stable, resulting in
greater resources available for capital investment. These six health centers appear to
have made these investments and kept their overall margins stable. They have adapted
personnel and services and improved efficiency, as measured by increased users per FTE
and greater use of mid-level providers.

MCHD, on the other hand, has not fared as well. This center has not enjoyed an
increase in demand like the other centers, but its charges per user and per encounter have
increased. While this may be due to a worsened casemix, OHP capitation rates—at least

during the 1994-1995 period—would not have compensated them for this. MCHD also
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did not demonstrate the same efficiencies in service delivery as did the other centers.
Finally, MCHD made huge increases in their administrative staff relative to the other
centers, presumably because of their involvement with CareOregon.

These results should clearly be considered preliminary. We do not know how
other health care providers fared during this same four-year time period. Furthermore,
these results reflect just the first two years of OHP. The financial solvency of these

health centers may well have changed since 1995.

The Impact of Mandatory Medicaid Managed Care Programs on Community and Migrant
Health Centers

This report evaluates the impact of mandatory Medicaid managed care on the
demand for community health center (CHC) services. A cross-section time-series
econometric model was developed to estimate demand as a function of three factors: (1)
local market conditions; (2) federal grant support; and (3) the duration and organization
of mandatory managed care. Data sources included the standard reports submitted to
HRSA by CHCs nationwide, the Area Resource File, and supplemental federal and state
data sources. While the evaluation is national in scope, encompassing a total of 496
centers over the 1992-1995 study period, we also tested whether managed care impacts
were different in Oregon.

This study found that mandatory Medicaid managed care did not drive clients out
of CHCs and into private sector sources of health care. CHCs in counties with mandatory
managed care programs were able to maintain, and even increase, their client base, as
measured by total users and Medicaid charges. Moreover, these increases were over and
above those expected due to population growth, increases in Medicaid enrollees per
capita, or increases in federal grant support. CHCs in Oregon experienced the same
managed care effects as CHCs elsewhere.

At the same time, CHCs in mandatory managed care programs also have higher
uncompensated care charges. This anomaly (given higher Medicaid charges) may be
attributed to two competing market forces. Demand for CHC services may increase if the
introduction of mandatory managed care has led private providers to reduce services to
the uninsured. Alternatively, increased Medicaid demand may provide CHCs with the

financial resources to offer more services to existing uninsured clients.
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