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EDICAID is the nation’s largest pub-

lic health insurance program for low-
income Americans. In 2003, federal and state
governments spent $275.5 billion on Med-
icaid (Sommers et al., 2005). Medicaid in-
sures 1 in 4 children, and is the single largest
payer for long-term care and mental health
services (Kelly, 2005; Mark et al., 2005). In
1997, Congress created the State Children’s
Health Insurance Program (SCHIP, Title XXI)
to address the growing problem of children
without health insurance. The federal funding
available for SCHIP is fixed, with a maximum
of $40 billion allocated to the program over
the first 10 years, which ends in 2007.

Controlling costs while ensuring that Med-
icaid and SCHIP enrollees have access to
high-quality medical care is a continuing
challenge. Although there are broad federal
requirements, states have a wide degree of lat-
itude in the design and operation of their pro-
grams (Kelly, 2005; Mark et al., 2005).

States’ ability to use administrative data
to monitor their Medicaid and SCHIP pro-
grams and their proficiency in using man-
agement tools varies considerably. This holds
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true for both managed care and fee-for-service
programs. For example, a 2001 survey indi-
cated that 35 states (92% of respondents) re-
ported collecting encounter data (ie, records
of healthcare visits and other services) from
health plans, but fewer than half reported us-
ing the data to produce specific access or
quality measures (Landon et al., 2004). Sim-
ilarly, the large majority of Medicaid primary
care case management programs are not using
quality measurement, feedback, and improve-
ment strategies (Schneider et al., 2004).

This article gleans lessons from innovative
Medicaid and SCHIP agencies that use their
data to oversee their programs. While ad-
ministrative data are frequently used to mon-
itor healthcare quality and guide payment
(Agency for Healthcare Research and Quality,
2005; Pope et al., 2004), state Medicaid and
SCHIP agencies have not uniformly availed
themselves of management tools that trans-
form their data into information. States that
have already implemented management tools
can serve as models for other states. This ar-
ticle looks at the factors that led to their suc-
cess in using administrative data, and identi-
fies strategies for building capacity for using
management tools and improving the quality
of their data.

Describing the state of the art in the states,
this article is designed to take advantage of
Internet technology. References to Web sites
enable the reader to drill down to the specifics
in state reports, which serve as potential
models. Obtaining reports was very difficult
10 years ago; now (in certain environments),
it requires only a point-and-click.*

METHODS

We collected information via 3 methods: (1)
a review of the informal (eg, gray) literature
available on the Internet, (2) case studies of

*To find similar reports in other states, the reader is ad-
vised to use Google’s advanced search tool. Identify the
Web site for a specific state’s Medicaid program and in-
sert the Web site’s domain into the domain box. For
instance, the domain for Ohio’s Medicaid program is
http://jfs.ohio.gov/ohp. Then type in your search terms.

5 states, and (3) discussions with experts out-
side of these states, including meetings with a
technical advisory panel.

We searched the Internet for state reports
that used Medicaid and/or SCHIP adminis-
trative data. The Web sites of all 50 states
and the District of Columbia were examined,
focusing on state Medicaid agencies, public
health departments, and the state legislative
auditing offices. We also searched the sites of
federal agencies, private organizations (eg, re-
search organizations), and national associa-
tions for documents that would shed light on
states’ use of Medicaid and/or SCHIP adminis-
trative data and management tools. This pro-
cess yielded more than 250 reports published
between 1997 and 2004, most of which were
issued by states. States vary quite substantially
on the number of available reports, as well
as on the quality of these reports. A database
of these reports can be accessed at http://
www.hpm.umn.edu/ambul_db/index.asp.

Second, we conducted case studies of
5 states that effectively used administrative
data to manage their Medicaid and SCHIP
programs: Arizona, Michigan, Ohio, South
Carolina, and Utah. To select the states, we
examined Web sites and publications to deter-
mine whether a state Medicaid or SCHIP pro-
gram had (1) query tools based on administra-
tive data accessible on public Web sites; (2)
significant experience collecting encounter
data in addition to claims data; (3) conducted
extensive data linkages across administrative
databases from both internal and external
data systems; (4) exported management in-
formation tools to other states; and (5) uti-
lized management information tools to assess
program effectiveness and efficiency. Based
on these selection criteria and with a prefer-
ence for regional diversity, the above 5 states
were selected. Extensive discussions were
held (usually via phone) with experts, many of
whom were managing Medicaid/SCHIP pro-
grams but some of whom were executives

TThe database is intended for policymakers to get a sense
of the type and breadth of reports currently available and
identify model uses of administrative and claims data.
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of health plans or other contractors (eg,
researchers).

Finally, we had extensive discussions with
experts outside of these states. Some of these
discussions involved an advisory committee
that included representatives of state Medi-
caid programs, state policy and planning agen-
cies, and several federal agencies. Other dis-
cussions involved researchers and contractors
who study and/or assist states with their Med-
icaid and SCHIP data and analyses, as well as
several staff members of the Center for Medi-
care & Medicaid Services (CMS).

Our findings are based—in addition to the
above formal methods—on the professional
experiences of the authors, 2 of whom have
worked as state health data agency officials
and another 2 of whom have served as consul-
tants either on data tools or on management
tools for a number of states.

STATE OF THE ART

Even among the 5 case study states, there
was variation in states’ capacity to use ad-
ministrative data and advanced analytic appli-
cations. Barriers to advancing the Medicaid/
SCHIP analytic agenda are common; thus,
data and analytic tools are generally under-
utilized by state Medicaid/SCHIP programs.
There are, however, management tools that
the case study states commonly used. This sec-
tion describes 5 uses of administrative data
to manage Medicaid and SCHIP programs, or-
dered roughly from simple to complex ana-
lytic tools.

Query tools quickly provide
basic statistics

Query tools, perhaps the most widely used
of all management tools, enable users without
programming skills to access program infor-
mation online. In contrast to their predeces-
sor technology (printed tables), query tools
make program statistics available in a mat-
ter of seconds. This is accomplished by ag-
gregation of data ahead of time, rather than
performing calculations on large databases
at the time a user makes the request for
information.

Typically, online queries are used to take
a quick “sounding” of a particular population
during a period. A series of queries can be
used to create a simple tracking report for pro-
gram management. These tools are most often
used to meet quick turnaround deadlines and
reports for legislatures and program adminis-
trators.

Utah’s Indicator-Based Information System
for Public Health (IBIS-PH) is one of the most
extensive publicly available query systems
{dBIS, 2005). One can run Medicaid/SCHIP
queries in such domains as hospital and emer-
gency department use, health surveys, and
cancer registries. For instance, one can ob-
tain the number of asthma-related admissions
from the emergency department for people
enrolled in Medicaid or SCHIP (together or
separately).

Other query tools of note are South
Carolina’s Analysis of Emergency Room Dis-
charges by Selected Characteristics (ORS,
2005) and CMS’ State Summary Datamart. The
latter is based on Medicaid enrollment and uti-
lization data submitted by the states. Users of
the latter query tool can disaggregate metrics
such as claims count and dollars spent by such
categories as state, age group, and Medicaid vs
SCHIP status.*

Linked data used to measure
access to care

Although Medicaid/SCHIP programs can
usually (but not always) link their own ad-
ministrative files to each other (eg, hospital
and enrollment files), linking Medicaid files to
other data within state government is more
challenging. However, once linkage at the in-
dividual level has occurred, analyses can be
used to monitor the quality of care delivered.

Typically, Medicaid data are linked to data
in 1 of 3 categories:

e Public health data

Administrative data (eg, immunization
and blood lead testing)

*State Medicaid agencies can obtain access to this query
system by emailing a request to miss@cms.gov.
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Survey data (eg, behavioral risk factor
surveys)

e Vital statistics (ie,

records)

¢ Administrative data from other social ser-

vice programs (eg, Temporary Assistance
for Needy Families and Medicare)

Note that each category of data is usually
housed in a different section of state govern-
ment, often within the health department.
The following 2 examples demonstrate how
states have used data linkages to produce an-
alytic reports.

The CMS requires that children enrolled
in Medicaid receive a blood lead test at
12 months and 24 months of age. To mea-
sure its progress toward meeting this public
health goal, Michigan linked Medicaid enroll-
ment data with its blood lead testing database
to determine the number of Medicaid chil-
dren tested. It discovered that managed care
enrollees have much higher rates of testing
than do fee-for-service enrollees (52% vs 38%),
and that the percentage of Medicaid enrollees
tested by the third birthday increased from
40% in December 2003 to 50% in July 2005
(Michigan Department of Community Health,
2005).

The second example involves birth certifi-
cates, which typically have a wealth of in-
formation on pregnancy and delivery, such
as birth weight, trimester in which prenatal
care began, weight gain during pregnancy,
and whether there was alcohol or tobacco
use during pregnancy. Connecticut linked
birth certificates with enrollment files for
its Medicaid managed care program (Con-
necticut Voices for Children, 2005). It found
that 73% of mothers in Medicaid had ade-
quate prenatal care (as measured in terms
of early start and number of visits) com-
pared to 87% of other mothers. Among Med-
icaid plans, the figures ranged from 68% to
77%.*

birth and death

*Several other states are linking Medicaid files with birth
certificates under the Centers for Disease Control and Pre-
vention’s Pregnancy Risk Assessment Monitoring System
(PRAMS).

Data linkages face several barriers, includ-
ing expense, confidentiality issues, and lack
of trained staff. Many of the data linkages
that have been accomplished were funded by
specific federal or foundation programs. Even
after technical obstacles to linkage are over-
come, the cost of maintaining the linkage is
an impediment. More often than not, when
outside funding was no longer available these
projects did not continue.

Encounter data used to set payment
rates and measure clinical performance

Most states are able to use enrollment files
and fee-for-service claims data to track pro-
gram expenditures for a variety of purposes,
including budget monitoring and rate- and
fee-setting. Many states, however, are just be-
ginning to use encounter data from man-
aged care organizations for these financial
activities.

States face several barriers to the use of en-
counter data for financial activities, including
actuarial inexperience with encounter data;
the lack of data on charge/cost; and nonsub-
mission by the managed care organization of
encounter data for services (eg, mental health
services or pharmacy) that the managed care
organization may have subcontracted to an-
other entity. However, a number of states, typ-
ically those with a greater proportion of their
Medicaid population in managed care, have
worked on this problem over the years and
now have useable data (Verdier et al., 2002;
Verdier & Hurley, 2004). For example, Arizona
and Minnesota use the diagnosis codes on en-
counter data to adjust payment to health plans
(Gifford et al., 2004-2005).

For monitoring clinical performance of
their managed care plans, states typically re-
quire plans to analyze their own encounter
data. The most commonly used clinical per-
formance measures are Health Plan Employer
Data and Information Set (HEDIS®), the stan-
dardized measurement set published by the
National Committee for Quality Assurance.
States such as Arizona (Arizona Health Care
Cost Containment System, 2005), Minnesota
(Minnesota Department of Human Services,
2003), and New York (New York State
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Department of Health, 2003) publicly report
plan-specific results.

A few states have created a database of en-
counters in all their Medicaid plans and use
it to measure clinical performance. For in-
stance, Rhode Island (Rhode Island Depart-
ment of Human Services, 2003) has moni-
tored asthma care, reporting the distribution
of asthma prescriptions by therapeutic cat-
egory. Wisconsin (Wisconsin Department of
Health and Family Services, 2003) profiles
health plans in terms of immunizations and
lead testing, reporting statistically significant
differences among plans. Ohio (2004) reports
plan-specific results for a range of measures,
such as the percentage of children who re-
ceived blood lead screening.

Analysts sometimes implicitly envision a
managed care database that has all the infor-
mation of a traditional fee-for-service database
and that can answer a wide range of questions.
Designing a database to answer a limited set of
questions can be advantageous. For instance,
Minnesota’s restricting of the data elements to
those needed for risk adjustment accelerated
the collection of data (Gifford et al., 2004-
2005).

Pharmacy costs managed through
tool use

Pharmacy costs are one of the fastest
growing components of Medicaid spend-
ing. Each of 4 policies—prior authorization,
generic substitution, cost sharing, and quan-
tity limits—have been implemented by a ma-
jority of states in an effort to reduce ex-
penditures without impeding access to care
(Morden & Sullivan, 2005). Management tools
are used in conjunction with these policies to
guide their implementation and monitor their
impact.

Alabama, for instance, has implemented a
Preferred Drug List (PDL) and requires prior
authorizations for nonpreferred drugs.* Using
pharmacy claims data, Alabama generates re-
ports that are used by the Drug Utilization

*To access documents on Alabama’s pharmacy poli-
cies (including its PDL), sece www.medicaid.alabama.gov/
programs/pharmacy_svcs/pharmacy_services.aspx.

Review Board to help decide which drugs
should appear on the PDL." Alabama also uses
the claims data to produce estimates of PDL-
related savings.

All case study states described various
analytic work with pharmacy claims data,
whether it was done by their own staff, con-
tractors such as pharmacy benefits managers
(PBMs), or university pharmacists. Arizona,
for example, uses its pharmacy data for dia-
betes and asthma management, to monitor be-
havioral health and contraindicated medica-
tions. While some uses of these management
tools can be labor intensive, the standard-
ized pharmacy codes across the country have
allowed adoption of many pharmacy man-
agement tools with minimal additional pro-
gramming costs for states. States’ capacity to
analyze individual use of pharmaceuticals
combined with provider prescribing patterns
is dependent upon their ability to compile
large volumes of claims data, analytic skill
in handling the data, and political sensitivity
with providers.

Standardized pharmacy data create an op-
portunity for establishing a benchmarking
tool, that is, a tool that allows states to com-
pare their pharmacy utilization and expen-
ditures with those of others. The CMS has
created such a tool—Statistical Compendium:
Medicaid Pharmacy Benefit Use and Reim-
bursement (CMS, 2004). The tool can be used
to compare average state expenditures, for in-
stance, for central nervous system drugs (the
therapeutic category with the highest expen-
ditures). Unfortunately, the most recent data
available on the CMS site is from 1999, which
limits states’ ability to use it for management
purposes.

Decision support tools used
to manage care

The term “decision support tools” is often
used to mean a range of sophisticated anal-
yses. Ohio’s Enhancement Care Management

TThe Drug Utilization Review Board often distinguishes
among drugs within a therapeutic category, as detailed in
publicly available minutes: www.medicaid.alabama.gov/
programs/pharmacy_svcs/dur.aspx?tab=4.



Management Tools for Medicaid and SCHIP 277

(ECM) Program, Phase I of which was imple-
mented in October 2004, illustrates how a
number of tools can be used together (Ohio,
2005a).

The ECM Program provides case man-
agement services to aged, blind, and dis-
abled Medicaid beneficiaries, who constitute
amuch greater proportion of Medicaid’sacute
care spending than do the more numerous
children and pregnant women. The program
covers chronic diseases such as diabetes, con-
gestive heart failure, and chronic obstructive
pulmonary disease. As these are classic condi-
tions for disease management programs, ECM
can be seen as a disease management pro-
gram. Clinical performance measures are set
for each condition.

Ohio contracts with one ECM plan for each
county in the program. These plans are a di-
verse group, ranging in sophistication from a
physician-hospital organization to a national
case/disease management firm. If an ECM plan
does not meet performance standards, it must
refund a portion of its payment. Beneficia-
ries select a primary care physician (PCP) to
coordinate their care. Each PCP is paid $3
dollars per member per month plus an ad-
ditional incentive amount linked to clinical
performance.

The ECM Program has a number of the de-
cision support tools, several of which provide
the functionality necessary for any disease
management program (Villagra, 2004). First,
the ECM Program uses predictive modeling to
identify beneficiaries with conditions that it
covers. In particular, it uses MedStat’s Episode
Grouper, which links inpatient, outpatient,
and drug experience to construct episodes
of care and measure severity of illness (Ohio,
2005b). Second, it uses software to track the
utilization of ECM members. Output is sent to
PCPs to facilitate their encouraging members
to obtain needed care. Third, it plans to con-
duct “provider profiling,” by calculating per-
formance by PCP and ECM plan. Feedback
to providers indicates on which measures a
provider needs to improve. Finally, the ECM
Program plans to combine these clinical per-
formance measures with performance stan-
dards (ie, target levels) to serve as the basis
of a pay-for-performance program.

ECM has only recently been implemented
in one county (as measured by a participation
rate of at least 50%). It is, therefore, prema-
ture to judge the effectiveness of the various
decision support tools.

SUCCESS FACTORS

What made the case study states success-
ful in using administrative data to help man-
age their Medicaid and SCHIP programs? We
found that the primary factors were identified
with the adoption of management tools: the
presence of leadership and a statewide data
culture.

Political and administrative
leadership is key

A strong leader with a vision of how data
can be used for program and policy decisions
can have a major impact on infrastructure de-
velopment and the development of manage-
ment information tools. An evidence-based
leadership style can persuade others of the in-
vestment necessary for a robust data and infor-
mation system.

Leadership can help overcome barriers,
such as limited financial resources, to the
development of advanced data systems. De-
spite a relatively poor constituency, South
Carolina’s governor supported investments
in data infrastructure and decision support
tools for Medicaid and public health, result-
ing in the development of a sophisticated care
management tool. Other states with greater
resources also benefit from leadership. In
Michigan, for example, the governor pushed
for interagency data sharing to monitor lead
levels in the blood.

A statewide data culture facilitates data
sharing but necessary privacy
restrictions hinder efforts

Management tool users are likely to have a
culture that values data and information. This
culture often permeates the entire state health
system, resulting in robust public health data
and the use of administrative data by the
Medicaid program. Examples where this is
the case include California, Wisconsin, Utah,
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South Carolina, Michigan, and Rhode Island.
These states have historically had strong
health data agencies and Medicaid programs
that rely on management tools.

A culture of data sharing is somewhat easier
to maintain when agencies are co-located. For
example, states where the Medicaid program
was located within a large umbrella agency
were likely to have access to Vital Records
and Public Health databases. In many cases,
staff transfer between programs and maintain
strong ties with their prior unit. These staff
connections assist in maintaining the relation-
ships critical to data sharing activities. For ex-
ample, the Medicaid programs in Wisconsin,
Michigan, and Utah were able to collaborate
with Public Health and Vital Records on is-
sues such as lead screening, immunizations,
and prenatal care as a result of co-location.

An unintended consequence of the pri-
vacy provisions of the Health Insurance
and Portability and Accountability Act of
1996 (HIPAA) has been to complicate state
data sharing. While the privacy regula-
tions are necessary to protect personal
health information from inappropriate use,
state data sharing has been reduced as a
result of misinterpretations and overzeal-
ous interpretation of the law. Medicaid/
SCHIP access to critical data, such as State
Vital Records Birth Reporting System data, is
more restricted in some states than in others.
The range of interpretation in State Vital
Records agencies runs from not allowing
any sharing of information with Medicaid to
allowing linkages with Medicaid data. Some
of the barriers to sharing data are related to
HIPAA privacy rule interpretations; others are
associated with the complexity of unraveling
the relationship between HIPAA and asso-
ciated state statutes or state administrative
rules. Often it is easier to give data requests
low priority than it is to share it appropriately.

LESSONS LEARNED

This section summarizes the most impor-
tant “lessons learned.” This summary can be
used as a guide for improvement of exist-
ing state Medicaid and SCHIP strategies for

management information tools. These lessons
have been gleaned from leading data pro-
grams, both those studied for this project
and those observed by the National Associa-
tion of Health Data Organizations (NAHDO)
and others that provide technical assistance
to states around data collection, analysis, and
dissemination. Applied selectively or collec-
tively, these lessons can provide a roadmap
for states as they advance their Medicaid and
SCHIP management agenda.

Capacity-building lessons

States must have the technical and analytic
capacity to implement and employ manage-
ment tools. State Medicaid and SCHIP agen-
cies rarely have all the required expertise
among their staff, and have used a variety
of methods to acquire know-how to support
management tools applications.

Build in-bouse technical expertise and
augment as necessary

The build-or-buy question is often posed
when large expenditures are proposed. For
Medicaid programs, the combination of highly
skilled state employees working with tech-
nical experts is the approach that is most
likely to provide the creativity and stability
needed for management information tool de-
velopment and ongoing reporting. All case
study states reported that they had highly
skilled and experienced internal staff—they
could not rely exclusively on outside exper-
tise. Others have also documented the need
for internal staff for system development and
maintenance (Howell, 1996).

Case study states tended to rely on a combi-
nation of expert contractors and university re-
searchers to supplement their in-house staff.
Many of the important Medicaid issues require
in-depth advanced actuarial analysis with an
ongoing commitment to models for monitor-
ing program efficiency. Other issues also re-
quire highly specialized analytical skill sets
available in university research centers. For
example, cost-effective analytical resources
are needed for technical analyses in a variety
of areas including pharmacy economic stud-
ies, rate setting, risk adjustment, provider
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performance and quality measurement, eval-
uations of program initiatives, and policy im-
pact studies. States that have leveraged their
academic resources include Michigan, Ohio,
Rhode Island, and Utah.

Tap technical expertise in state
government

States with well-developed statistical or
data centers outside of Medicaid are also
sources of technical expertise in areas such
as risk adjustment and decision support tools.
Public health agencies, state health data orga-
nizations, or statistical centers in various state
agencies generally have statisticians, epidemi-
ologists, demographers, programmers, and
analysts with skills in data collection, man-
agement, data/information dissemination, and
statistical and geographic analysis.

For example, Medicaid programs have
tapped the analytical and programming ex-
pertise that reside elsewhere in state gov-
ernment in Missouri, South Carolina, Utah,
Washington, and Wisconsin. More specifi-
cally, the South Carolina Medicaid program
has in place a contract with the South
Carolina Budget and Control Board to develop
a Client Information System that will provide
Medicaid with a sophisticated management
tool for individual case management as well
as program-wide management.

Adapt and adopt other
states’ innovations

Because of the cost involved in establish-
ing large data systems and management tools,
some states have looked to case study states
to implement their systems. For example,
Hawaii and Arizona entered into an agree-
ment to implement the Arizona PMMIS for the
State of Hawaii Medicaid Program. This type
of arrangement can accelerate states’ readi-
ness to use management tools as compared
to designing and implementing their own
systems.

Eight states and 2 US territories are us-
ing the Wisconsin Immunization Registry soft-
ware, jointly planned by the Wisconsin Medi-
caid program with the Wisconsin Division of

Public Health and funded with federal dol-
lars (Hopfensperger, 2005). The Wisconsin
Immunization Registry was designed to be
flexible enough to account for differences in
other states, making adoption possible. It was
shown to be a successful system and as a result
other states signed on to use the same system
(Centers for Disease Control and Prevention,
2005).

For states with lean budgets, looking to-
ward other state’s successful systems is one
way to acquire management tools that might
otherwise not be affordable.

Data lessons

Management tools are only as good as the
administrative data supporting them. Thus,
states must often work on improving the qual-
ity of data that are submitted. This is especially
true for encounter data from managed care or-
ganizations. Unlike fee-for-service claims data
that are the basis for payment, encounter data
are frequently not used and suffer from such
problems as missing data and erroneous cod-
ing. While persistent data editing and stan-
dardization are key to improving data, states
have used a variety of techniques to improve
data quality.

Improve data quality through tool use

Several states are using encounter data to
calculate clinical measures for public report-
ing or adjust payment. They have found that
health plans are much more likely to improve
the accuracy of their data when it was used.”
Public reporting of a plan’s performance or
modifying its payment can have a major im-
pact on the plan’s financial well-being, and
as a result health plans have become moti-
vated to work with states on data issues. The
2 primary mechanisms responsible for more
accurate encounter data are that (1) plans
whose performance is below the mean will
scrutinize their data and make corrections and
(2) plans will also scrutinize and critique the

*See URLs cited above in the “Encounter Data”
subsection.
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adjustment methodologies, resulting in im-
proved methods for payment by states.

Supply feedback and create incentives

Feedback to plans and providers on the
quality of their data, coupled with incentives,
can also influence the quality of submissions.
For example, a health plan’s Medicaid enroll-
ment can increase substantially if the state as-
signs to it beneficiaries who fail to choose a
plan. Michigan does not assign such benefi-
ciaries to plans that submit poor quality data.
A Michigan health plan indicated it had re-
sponded to that incentive by building into its
system all of the state data edits for the en-
counter data, thus avoiding submitting data
with errors and receiving poor data quality re-
ports and the accompanying penalties.

Build constructive relationships with
plans and providers

Adversarial relationships between the state
and health plans and providers can be an ob-
stacle to obtaining accurate data. One method
to build strong relationships is to establish
electronic eligibility tools that speed up pay-
ments and reduce nonpayment for care deliv-
ered. The goodwill created can be parlayed
into cooperation from plans, such as their
agreement to running Medicaid data edits on
their data prior to submission of the data. This
effort cuts down on data errors, the length of
the submission period, and the cost of clean-
up for the state.

Recognizing the importance of maintaining
good relationships with plans and providers,
states are being cautious as they proceed
with advanced management tools. For in-
stance, states are especially concerned about
provider sensitivity to the implementation
provider profiling. In particular, there may be
disagreement about the severity adjustment
method or the quality of the data used in the
profiling system. If they believe the informa-
tion is inaccurate, providers could react by
withdrawing from the Medicaid market. To
avert such a situation, states are seeking input
from providers on how best to implement the
profiling system.

Make long-term investments in data
warebouses that can pay off with
stakebolder support

Many states begin working with administra-
tive claims data by building Medicaid stand-
alone systems. However, the development of
a data warehouse—a database that brings to-
gether data for the purpose of answering
queries and generating reports—allows for a
wider range of potential uses (Kimball & Ross,
2002). States with a comprehensive informa-
tion infrastructure can provide immediate in-
formation to legislators and the governor on
the impact of program changes, changes in
federal reimbursement, pharmacy costs, and
quality of care. They are more likely to have
political support and less likely to be micro-
managed by either the legislative or the ex-
ecutive branch. Furthermore, because they
are able to document the impact of policy
or legislative proposals, they generally receive
more financial support. For example, if a Med-
icaid program can easily document reduced
hospitalizations from improved primary care,
they are less likely to have preventive outpa-
tient care delivery cut from their approved
services.

Data warehouses and decision support sys-
tems both require a substantial amount of
time to build accurate reports. It is there-
fore critically important to maintain some re-
porting capacity during the development pe-
riod to be responsive to major stakeholders’
interests.

Take advantage of data standardization
and HIPAA-compliant data sharing

The implementation of the Administrative
Simplification subtitle of HIPAA has done
much to improve the consistency of data
across states. The purpose of this subtitle is to
encourage the development of a health infor-
mation system through the establishment of
standards and requirements for the electronic
transmission of certain health information,
thus improving Medicare, Medicaid, and the
overall efficiency of the healthcare system.

While the data elements found in elec-
tronic transactions have been standardized,
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not all Medicaid programs have completely
eliminated local codes. Those with remain-
ing local codes are working on eliminating
these codes. Unfortunately, the standard cod-
ing language for ambulatory data (CPT-4) does
not always provide the level of detail neces-
sary for measures of program efficacy. States
had developed the local codes in order to
better monitor program implementation and
outcomes.

Many plans are now capable of using
HIPAA-compliant Web-based transaction sys-
tems, but some Medicaid programs are staying
with older submission systems to accommo-
date the least sophisticated data submitters.
For those plans serving more than Medicaid,
this can result in 2 separate billing submission
systems—one for Medicaid and the other for
their commercial population. Medicaid pro-
grams could accept both HIPAA-compliant

submissions and submissions to legacy
systems.
CONCLUDING COMMENTS

Clearly, there are states that provide mod-
els for using management tools with their ad-
ministrative and public health data to improve
oversight of Medicaid and SCHIP programs

by monitoring access, quality, and expendi-
tures. Innovator states are willing to share
their lessons learned and, if not using pro-
prietary software, their tools. Replication of
model reports or applications from one state
to another, however, does not occur system-
atically.

While states want a consistent forum for ex-
change of information and tools, sporadic at-
tempts by states to arrange such forums have
faltered. States that have initiated information
exchanges find that competing priorities have
slowed or effectually stopped their efforts at
information exchange. Resources are limited
and often fiscal and program crises intervene;
initiating states find that there are just not
enough resources to maintain state-to-state fo-
rums. Recognizing the need for states to share
practices that could improve the quality of
care furnished to Medicaid and SCHIP benefi-
ciaries, the CMS is launching a Promising Prac-
tices program on its new Medicaid and SCHIP
Quality Practices Web site.* The CMS intends
to collect information about innovative state
practices that address shared problems and
meet common goals. This initiative provides
an opportunity for states to learn from each
other about management tools that use admin-
istrative and public health data.
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