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ABSTRACT
A Critical Case Study of Program Fidelity in TennCare

Purpose: The purpose of this study was to evaluate the fidelity of the design of
Tennessee’s Medicaid managed care program in comparison to the actual program
operation. Program fidelity is a broad measurement of how true the implemented
program is to the intended program (Heflinger & Northrup, 2000).

Background: In the span of only 15 years, the introduction of managed care and
other market-based strategies from the private sector precipitated a transformation of the
delivery of Medicaid services in the United States. These monumental changes remain
poorly understood. The implementation of managed care in Tennessee’s Medicaid
program is an excellent public policy exemplar because of the far-reaching scope of the
program and the ongoing development of the program.

Method: A hallmark of case study research is that detailed information is
collected from multiple sources (Creswell, 2003; Feagin, Orum and Sjoberg, 1991;
Stake, 2000; Yin, 2003). Source data for this single case study design included
interview data from key stakeholders and a variety of documents. Documents analyzed
included: newspaper and journal articles; correspondences; the original TennCare and
TennCare Partners waiver applications; judicial decrees; legislative documents; task
force reports; and other case studies. Interviews were conducted with 26 informants,
including two former Governors of Tennessee; a former HCFA Administrator; a variety of
state government and managed care executives and advocates; and a complement of
provider representatives including administrators, managers and caregivers.

Themes were developed to organize the vast amount of interview data. The
salience of themes that emerged in early interviews were challenged, clarified and
further distilled by an iterative process of content analysis and data triangulation that
included multiple close readings of interview transcripts and documents, clarification and
testing of ideas with selected stakeholders and confirmation of details with document
sources. The triangulation of retrospective recollections of events and key impressions
captured in recorded interviews with a wide variety of time-stable documents provided a
rich understanding of people and events that shaped the development and operation of
TennCare. Each theme was also organized and developed through the construction of a
chronological history of events.

Findings: An intricate web of circumstances and people shaped the initial
development and evolution of TennCare. Although TennCare has been successful in
extending health care coverages, this success has been overshadowed by a myriad of
operational problems.

Thematic analysis illuminated both the promises and failures of TennCare.

Three themes were prominent in the telling of the TennCare story: authority,
management and fragmentation. Governor McWherter (1987-1995), the creator of
TennCare, established a strong executive authority to model and implement TennCare;
a void was created when he left office. Subsequent administrations have not adequately
transitioned to a more balanced and inclusive authoritative structure, nor have they
developed an adequate oversight model. Continued mismanagement of the
administration of benefits and failure to meet established care standards set the stage
for the imposition of federal judiciary authority.




Management of the operational phase of TennCare has largely been reactionary
and politicized and, in many instances, inappropriately abdicated or conferred upon the
wrong or unprepared people or entities. Turmoil and turnover in state government
hindered stabilization of the program. The stability and evolution of the marketplace that
McWherter expected has not been broadly realized; the state has retreated from basic
managed care principles.

The state failed to integrate the management the health, behavioral health and
pharmacy carve-outs. This fragmentation resulted in diffuse accountability across
vendors and within state government, unnecessary duplication of services, gaps in the
delivery and management of patient care and increased patient hassle and frustration.
More broadly, the state was found to have conflicting roles as both the manager of the
behavioral health vendors and a direct provider of behavioral health services.

The web of connectivity between themes changed over time, as themes presented
as a cause, catalyst or consequence of the others at different times in TennCare's
history. A poignant example of this connectivity is how the mismanagement of
TennCare program after the initial implementation led to the breakdown in key alliances
and the eventual imposition of federal judicial authority in the form of the consent
decrees. Consent decrees resulted in reactive and disjointed management which
significantly contributed to the gap between what was envisioned for TennCare and what
actually resulted.

Conclusions: The study illustrated that an intricate web of circumstances and people
shaped the initial development and evolution of TennCare, a program designed to solve
a state-level problem with national implications. Although TennCare has been
successful in increasing the number of Tennesseans with health care coverage, these
successes have been overshadowed by pervasive operational problems, a failure to fully
implement basic building blocks of managed care, such as risk-sharing and competition,
and effectively manage the vendors employed by the state. Conclusions related to the
three themes show a pattern of missed opportunities and a troubling inability to transition
from the chaos of TennCare’s implementation to effective program operation. The
illuminated themes will be informative to planners of similar state initiatives.

Vi
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CHAPTER 1: INTRODUCTION TO THE STUDY
Introduction

In the short span of less than 15 years, the delivery of Medicaid health services
in the United States has been transformed. The effects of this transformation, largely
precipitated by the introduction of managed care and other market-based strategies from
the private sector, are not yet understood. One aim of the present study is to provide in-
depth scrutiny of one state’s experiment with managed care in its Medicaid program.

In this chapter, the use of managed care in Medicaid will be introduced and
issues associated with the rapid implementation of this model of care for Medicaid
beneficiaries will be outlined. Research aims and study questions, limitations and
delimitations will also be presented. The chapter will conclude with comments on the
significance and focus of the study.

The reader is directed to the Appendices. A Glossary of Terms (Appendix A), A
List of Acronyms (Appendix B), and diagrams of Behavioral Health Care Carve-Out
Arrangements (Appendix C) and a Continuum of Types of Managed Care Plans
(Appendix D) are included.

Problem Statement

Medicaid covers more than 50 million people nationally and pays for one in five
health care dollars. From 1990 to 2002, the national Medicaid population grew by 60
percent (Draper, Hurley & Short, 2004). At the state level, Medicaid spending is the
second largest and fastest growing state budget item (Haslanger & Tallon, 2004). From
2002 to 2004, 34 states resorted to cutting elements of their public health insurance
programs because of unacceptable cost increases (Haslanger & Tallon, 2004).
However, Tennessee had undertaken a radical experiment in 1994. Following the

demise of President Clinton’s national health reform, Tennessee was granted a waiver
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by the Health Care Financing Administration (HCFA) to implement managed care for the
state’s Medicaid population. Tennessee’s medical managed care plan, called
TennCare, was implemented in 1994 after less than one year of planning. By 1996 the
provision of all behavioral health care for Medicaid recipients was moved to two selected
managed behavioral health care companies. Tennessee’s move to managed care is
noteworthy for three reasons. Tennessee implemented managed care earlier than most
states. Tennessee added managed care as a full replacement for traditional care, rather
than just as an option. The move to managed care took place on a very accelerated
timetable.

The TennCare program was beset with a myriad of start-up and operational
problems, including funding woes and troubled relations with contracted managed care
organizations (MCOs) and the state’s providers, primarily physicians. Evaluation of the
TennCare program is an important component of the policy-making cycle.

Research Aims

The aim of the case study was to evaluate the fidelity of the design of
Tennessee’s Medicaid managed care program (TennCare) to the actual delivery of the
program through a review of pertinent literature and documents and interviews with
various stakeholders. The study examined the complex contextual factors that influence
the TennCare program, providing a multi-perspective view and examination of expected
and unanticipated program results. The goal was a rich understanding and insight about
an important public policy initiative.

Research Question

A single research question was used as the general guided for the study. The

question was: In what ways has the implementation of TennCare been true to the

original strategic aims of the program?



Delimitations

Several delimitations were originally specified. Delimitations narrow the scope of
the study (Creswell, 2003). Originally the case to be studied was specified as the
managed behavioral health care program in TennCare, known as TennCare Partners.
The case was also further delimited to the study of access to care for school-aged
children and adolescents (ages 4-17) with serious emotional disorders (SED). These
delimitations were deleted once interviews commenced for reasons outlined in Chapter 3
on methods. The study proceeded with the case being defined as the entire TennCare
program, including TennCare Partners. In a case study the researcher must establish
and provide sound rationale for limiting what is relevant to the study and what will not be
included. It is not possible to “tell the whole story.” The emergent nature of issues and
themes in a case study mandates a flexible and reflexive approach that can not be fully
explicated in advance of data collection.

Interviews with caregivers or providers were confined to a subset that resides or
provides services in the East Tennessee Human Resources Agency (ETHRA)
catchment area as originally specified. This catchment area includes the sixteen county
area of Anderson, Blount, Campbell, Claiborne, Cocke, Grainger, Hamblen, Jefferson,
Knox, Loudon, Monroe, Morgan, Roane, Scott, Sevier and Union.

Limitations

Limitations, which are specified, are projected weaknesses of the study
(Creswell, 2003). By nature case studies are about the particular and so there are
limitations about whether findings may be generalized. The purposive and selective
sampling methodology can limit the generalizability of the findings.

Since the researcher is the instrument of analysis, subjectivity or researcher bias

is always a potential limitation. Strategies that were employed to manage researcher
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bias include the clear identification and analysis of assumptions, as well as an ongoing
process of challenging conclusions against these assumptions. Secondly, experienced
researchers serving on the researcher’s dissertation committee were used to analyze
and verify content.

The complexities associated with the delivery of health care services and
managed care and the challenges presented by the population served by Medicaid
posed a challenge in the management and interpretation of the data. It is recognized
that the analysis conducted was not comprehensive.

Study Significance and Focus

The current trend of moving Medicaid beneficiaries to managed care programs
has not been adequately evaluated. This situation is particularly concerning because of
the special needs and vulnerabilities of individuals enrolled in public health programs.
The speed, at which the change is being made, in the absence of good research and
program evaluation, is another concern. It is not known whether research findings from
the private sector, which are mixed, are applicable to the Medicaid population. The
many variations of managed care that exist make evaluation difficult and conclusions
may not be generalizable.

Managed care is the strategy most frequently used by states to manage
increased program costs and to accommodate increased enroliments. Of the 40 million
beneficiaries enrolled in Medicaid in 2002, 23 million or nearly 58 percent were enrolled
in a managed care plan. This represents a ten-fold increase from 1990 to 2002
((Draper, Hurley & Short, 2004; Haslanger & Tallon, 2004).

Managed behavioral health care (MBHC) is also prevalent in Medicaid
nationwide. In the early to mid 1990s, seven states, beginning with Utah in 1991 and

followed by Arizona (1992), Massachusetts (1992), Washington (1993), North Carolina
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(1994), Colorado (1995), and lowa (1995) introduced managed behavioral health care in
the state Medicaid program (Coleman et al., 2005). By 1999, 42 states had
implemented some form of Managed behavioral health care for over 17 million
beneficiaries (Coleman et al., 2005). In 1999, more than one-half of all Medicaid
beneficiaries were in enrolled in a MBHC plan. This represented a seven-fold increase
from 1991 (Rowland, Garfield & Elias, 2003). Ten states (California, Michigan,
Tennessee, Massachusetts, Pennsylvania, Maryland, Washington, New York, Texas
and Oregon) accounted for 80 percent of these enrollees. California, Tennessee and
Michigan alone accounted for one-half of the national enroliment (Coleman et al., 2005).

Between 1999 and 2000, six states, including Alabama, Arkansas, Kentucky,
New Mexico, Montana and North Carolina terminated their Medicaid managed
behavioral health care programs. Montana reverted to fee-for-service (FFS) because
providers were unwilling to accept Medicaid reimbursement rates. North Carolina
allowed its waiver to expire to facilitate development of a new statewide delivery system.
New Mexico withdrew its program under the threat of termination of the state’s entire
Medicaid managed care plan if behavioral health care services were not carved-out
(Coleman et al., 2005).

The impact of the rapid implementation of managed care plans in the public
sector has not been studied extensively. Research from the private sector, which is not
definitive, can not be generalized to Medicaid due to plan and patient differences.
Interestingly the managed care programs for Medicaid are generally referred to as
experimental in the literature.

Medicaid beneficiaries need strong policy advocates; nurse researchers should
be more influential in the policy-making process. In evaluating public policies, nurses

have the opportunity to improve patients’ environment of care. These environmental
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factors are important since issues of access, cost and quality, including specifically the
complement of services delivered and their effectiveness, significantly impact patient
outcomes. Nurses have not assumed a role in policy-making commensurate with their
professional position and perspective. It is imperative that nurses get involved in policy
research and other policy-making activities to improve outcomes for patients based on
sound evidence and with a strong sense of advocacy. The need for involved nurses is
poignantly true when you consider the special needs of patients with behavioral health
disorders served by Medicaid.

Using a critical orientation, which was specifically guided by the interpretive
paradigm presented in the next chapter, the fidelity of Tennessee’s managed behavioral
health care program to selected strategic aims was addressed. Fidelity was analyzed by
looking at the results or outcomes of the implementation of the TennCare program.

As is true with any public policy, there are multiple stakeholders and perspectives
relative to TennCare. This evaluation of the TennCare program was designed to include
an examination of the complex contextual factors that influence the program and a muilti-
perspective view, as well as an examination of expected and unanticipated results. The

chosen design, a case study permits this broad examination.



CHAPTER 2: POLICY-MAKING AND EVALUTION PARADIGM
Introduction

An integrative paradigm for policy-making was constructed and used to orient
study design, data collection, analysis and the development of recommendations. This
integrated paradigm was derived and synthesized from the work of critical theorist,
Jurgen Habermas, deliberative democracy advocate John Dryzek and proponents of
responsive evaluation, including Jennifer Greene, Michael Patton and others.
Understanding of the value of the integrative paradigm is enhanced by an explication of
the researcher’s perspective and purpose, as well as a discussion of the process of
policy-making.

Perspective and Purpose

American society has undergone radical change since the 1960s and our society
has become inherently more complex, pluralistic and fractured. Gone is the stable
political, cultural and social environment many of us knew before then (Chrislip and
Larson, 1994; Greenwald and Beery, 2002). In turn, we have seen a fragmentation of
power, marginalization of a wide variety of groups and persons and the lack of effective
social policy processes. We are impotent in addressing difficult social issues that have
emerged with these major shifts. Our social policy-making processes are not
responsive. Although the major emphasis of the integrative paradigm is developing an
orientation for addressing health policy issues, often it is difficult and counter-productive
to separate health from the other concerns of social policy.
A Stunning Paradox

In health care we are faced with a stunning paradox in the United States. We
have the most technologically advanced delivery system and we spend a greater

proportion of our gross national product on health care than any other industrialized
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nation (Center for Medicare and Medicaid Studies, n.d.). At the same time we have over
44 million Americans with no health care insurance (Institute of Medicine, n.d., a;
Institute of Medicine, 2004 January) and a shameful situation where ethnic and racial
minorities receive a lower quality of care than their non-minority cohorts (Smedley, Stith
and Nelson, 2002). Even the quality of care received by the non-minority population is
not as high quality as many would assume (Chassin and Glavin, 1998; Institute of
Medicine, n.d. b). Few can deny that the Institute of Medicine’s report on patient safety
(Corrigan and Donaldson, 2000), which asserted that 44,000 to 98,000 patients die
annually as a result of medical errors in acute care hospitals, was a call to action.

The United States lacks effective health and other social policies that reflect the
needs and values of Americans. Recent reform efforts have only broadened the gaps
between the various constituencies. Patients are marginalized by the very system that is
intended to help them. Elected officials and industry leaders are unwilling or unable to
break the impasse. Special interest groups and other power players have fragmented
and thwarted efforts to produce significant, balanced and coordinated change. Nurses
have generally not participated in the policy-making process in a role commensurate
with their professional experience and expertise.

John Gardner coined a phrase, “the war of the parts against the whole” (a
primary source for this phrase was not found), to describe the fragmentation of power
that is so prevalent in our country today. Empowerment, originating in and epitomized
by the various liberations of the 1960s, and the rise in grassroots politics, eventually
gave way to a variety of special interest groups and the politics of advocacy, which
devolved to the polarization of the citizenry that is so prevalent today. Another issue is
individualism. Citizens of the United States have long valued individualism. Our history

has not fostered a broad sense of caring and social responsibility (Chrislip and Larson,
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1994). In many ways this individualism has thwarted needed civic action. In health
care, our individual focus has prevented a rational, population-based focus on health.

Increasing complexity and fragmentation have led to a situation where authority,
responsibility and the ability to act have become so diffuse that no one person or group
can successfully address difficult issues. Lack of confidence in leaders and institutions is
pervasive. Chrislip (n.d.) further contends that political leaders are not leading. Instead
they “too often divide citizens, erode civil society, and undermine trust in the democratic
ideal” (Chrislip, n.d., para 1).
Starting with a Specific Purpose

Failures and deficits in policy-making support the need for an alternative
understanding and commitment to the development and continual improvement of
policies which are responsive to all. Critical theory, particularly the work of Jurgen
Habermas, provides an orientation characterized by a critical view of existing social
structures and a call for revealing inequities for the purpose of producing beneficial
change, especially for disenfranchised groups. Embracing a critical orientation for
policy-making clearly telegraphs intentions to critique policies, raise consciousness and
upset unequal power relationships (Patton, 2002). Deliberative democratic theory
provides a basic framework for the evaluation of policy-making. Responsive program
evaluation provides the means for producing needed change.

Critical Theory

Critical theory is a term coined by Max Horkheimer, one of the most influential
and prominent members of the first generation of an interdisciplinary group of German
scholars associated with the Institute for Social Research, which is now commonly

referred to as the Frankfurt School. The scholars associated with the Frankfurt School,



either in Germany before the start of World War 1l or later in exile, primarily in the United
States, were most interested in interpreting twentieth century history.
Basic Assumptions and Beliefs

The basic assumptions and tenets of critical theory, defined first by Horkheimer
and his associates, are relevant to the discipline of nursing and particularly germane to
policy-making. These assumptions and beliefs concern the nature of knowledge and
truth, social order and the purpose of critical theory. The early critical theorists believed
that knowledge is created, not discovered. Knowledge and truth are not universal.
Instead, knowledge is contextual, historically situated and subjective. Truth is also
subjective and reflective of values and ideology. The early critical theorists contended
that societal order was reflective of power inequities that perpetuate race, class and
gender oppression. The critical theorists focused on criticizing society’s ideology and
discovering contradictions in social arrangements. The central purpose of critical theory
was explicitly directed at social change (Browne, 2000).
Habermas

Habermas is the leading second generation critical theorist from the Frankfurt
School. Born in 1926, he lived under Nazi rule and is still an active writer. Using
psychoanalysis as his springboard, with its purpose of developing an intersubjective
relationship in which the therapist and patient breakdown communication barriers and
make previously repressed motivations accessible to conscious understanding and
control, Habermas conceived that critical social theory could do the same for society.
This conception was based on the premise that society was also unable to recognize the
true source of its history (Calhoun, 1996; Held, 1980). Habermas centered on

communication as the means for liberating human and societal capacities (Held, 1980).
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A basic understanding of the works of Habermas that are most pertinent to
policy-making can be gained from his explication of the concepts of rationality,
communication, knowledge, truth and the public sphere.

Rationality and communication. In his work, Habermas centered on
communication and collective social action as the means for liberating human capacities
(Calhoun, 1996; Stevens, 1989). Habermas's concept of rationality, which is explicitly
linked to communication, differentiates his theories from his predecessors (Ray, 1992;
Scrambler, 2001). Instead of subscribing to the idea of instrumental rationality, or the
process of coordinating means to given ends, Habermas promoted communicative
rationality, which is the art of reflecting on background assumptions, and opening these
to questioning and negotiations, something instrumental rationalists ignore (Blackburn,
1996; Dryzek, 2002; Held, 1980; Ray, 1992; Scrambler, 2001).

Habermas viewed rationality as being actualized in freedom and justice, and
manifested as non-coercion and consensus. In turn, rationality has two central values,
autonomy and responsibility (Browne, 2000). Truth is linked to the idea of rational
consensus attained through discourse. Standards of truth or evidence are always social
and all meaning and truth must be interpreted within the context of history (Blackburn,
1996; Stevens, 1989).

According to Habermas, all modes of communication rely on rational capacity
(Ray, 1992). In creating the Theory of Rational Communicative Action, Habermas
looked at communicative competence in the context of a search for a comprehensive
theory of rationality (Ray, 1992). The core of the Theory of Rational Communicative
Action is language and the concept of an ideal speech situation where rationality is
revealed through discourse. Discourse is “speech that suspends all conversational

motives other than that of reaching an understanding, to be achieved by withholding
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judgments about the superiority of certain values and the existence of certain states of
affairs” (Agger, 1991, p. 166). Fundamental to the idea of an ideal speech situation is
the belief that all speech is oriented towards the idea of genuine, discursively achieved
consensus which is rarely realized (Held, 1980). Habermas advanced the idea that the
“potential for reason resides centrally in the capacity to arrive at un-coerced agreements
concerning validity claims on the basis of reasons open to intersubjective assessment”
(Hoy & McCarthy, 1994, p. 39). According the Habermas, the very structure of speech
serves to foster a life where truth, freedom and justice are possible (Held, 1980).
Habermas has conceived all linguistic communication as having a background of
consensus and an orientation to truth. He outlined four non-reducible validity claims for
consensus. These claims include: the comprehensibility of the utterance; truth of the
content; legitimacy or rightness of performative content; and the veracity of the speaker.
Although ideal speech can be rarely achieved, if ever, the ideal form of discourse can be
used as a normmative standard for a critique of distorted communication. Distorted
communication is present in every communicative situation in which consensus is
achieved under coercion (Held, 1980).

Reflection is a central concern of Habermas. In creating the Theory of Rational
Communicative Action, Habermas was addressing concerns that the dominance of
positivism (which was bemoaned by the first generation exiles) led to diminished
reflection. To transcend systems of distorted communication, individuals must engage in
critical reflection and criticism. Critical reflection and criticism lead to emancipation,
which entails transcending systems of distorted communication (Bronner, 2002; Browne,
1995; Held, 1980).

Before the Theory of Rational Communicative Action, the social paradigms of the

system and lifeworid were separate and competitive. The system paradigm represents
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the functional and structural view of society and the lifeworld paradigm represents
interpretive view. In creating the Theory of Rational Communicative Theory, Habermas
connected them with his schema of the three cognitive aspects of knowledge (Ray,
1992). This connection is essential because conflicts arise at the interface of the system
and the lifeworld (Bronner, 2002; Ray, 1992; Scrambler, 2001).

Knowledge and truth. Certain beliefs about knowledge and truth are foundational
to the work of Habermas. Like the first generation critical theorists, Habermas believes
that knowledge is created, not discoverable or universal (Habermas, 1971). Unlike his
predecessors, Habermas believes that the creation of interpersonal knowledge is
grounded in language and that knowledge is socially constructed through human actions
(Habermas, 1971). Habermas'’s idea of knowledge was derived through a combination
of empirical-analytical and historical-hermeneutic knowledge; he reconciled the
limitations he saw in the combination through a synthesis of the idea of emancipatory
knowledge (Habermas, 1971; Holter, 1988). The three types of knowledge Habermas
generated (also called cognitive interests) represent specific viewpoints for
apprehending social reality (Habermas, 1971; Holter, 1988; Scrambler, 2001).
Empirical-analytical knowledge (also called technical knowledge) represents knowing
and controlling and is evident in the objective sciences. Technical knowledge includes
the economic and administrative spheres. Technical discourse is functional and
structural and it serves the purpose of prediction, confirmation and is useful in
understanding purposeful rational social action. Historical-hermeneutic knowledge (also
called practical knowledge) represents understanding and is prominent in the
phenomenological sciences. This knowledge includes the social, cultural and personal
spheres. The discourse of practical knowledge is interpretive. Practical knowledge

facilitates the comprehension of social situations from the perspective and context of
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another, which fosters mutual understanding. Emancipatory knowledge, represented by
the critical sciences, is concerned with the power relationship between technical and
practical knowledge and the power relationships that emanate from systematically
distorted communication. Emancipatory knowledge fosters the process of reflection.
The discourse of emancipatory knowledge is assertoric. The purpose of emancipatory
knowledge is to remove distortions from understanding (Habermas, 1971; Holter, 1988;
Ray, 1992; Scrambler, 2001; Stevens, 1989). Emancipatory knowledge involves “the
fundamental transformation of individual and collective identities through liberation from
previous constraints on communication and self-understanding” (Habermas, 1971, p.
310).

The public sphere. In Habermas's schema, the public sphere is distinguished
from the state and economy. Most other scholars do not separate out the economy.
The public sphere is a conception of the arena that includes free speech, free press,
town hall meetings and the educational system. The public sphere is where civil liberties
reside and equality, common sense and liberty are put into practice (Ray, 1992;
Scrambler & Martin, 2001). While his mentors were concerned with the subjectivity of the
subject, Habermas was concerned with the institutions of advanced industrial society
and the possibility of what he later called democratic will formation. Habermas was
alarmed that the public sphere, once a vital political arena, was increasingly being
defined by the same forces of instrumental reason exhibited by the state and economy.
The loss of the moderating influence of the public sphere was Habermas’s primary
concern. It was Habermas’s view that the public sphere could influence affairs of the
state and society (Ray, 1992; Scrambler & Martin, 2001).

The pursuit of an ideal society. According to Habermas, knowledge of

sociocultural phenomena requires an understanding of linguistics and context (Holter,
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1988). Habermas envisions the ideal speech model as a model for ideal society. Power
imbalances evident in society originate from systematically distorted communication.
Habermas'’s goal is to uncover how people communicate to uncover distortions and
constraints that impede free, equal and un-coerced participation in society (Stevens,
1989).

Deliberative Democracy

John Dryzek is an example of the new breed of theorists who are proponents of
using critical theory to construct alternative solutions for dealing with repressive and
exploitive social relations. Dryzek, who was born in the United Kingdom and educated in
the United States, holds a PhD in Government and Politics. He is currently Head of the
Social and Political Theory Program in the Research School of Social Sciences at the
Australian National University. Dryzek advocates that the objective is to effect change,
not just criticize. The means that Dryzek proposes for producing change is ingrained in
his image of deliberative democracy.

Deliberative democracy refers to a concept of a democratic government that
places reasoned political discussion at its center (Cooke, 2000). The importance of
deliberation, the defining characteristic of deliberative democratic theory, lies in the
transformation, not aggregation, of preferences (Dryzek, 2002; Squires, 2002).
Deliberation is a social process where participants are open to changes in preferences
or judgment during the course of interaction. The point of deliberative democracy is to
manufacture or create the common good, rather than discover or aggregate it.
Deliberative democracy is rational; decisions made are based on reasons given during
the course of deliberation and not by simple aggregations, prejudices or demands

(Dryzek, 2002; Squires, 2002).
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“Deliberation is fundamentally a cognitive process, grounded in reasons,
evidence, and the principles of valid argument” (House & Howe, 2000, p. 8). In the
classic philosophical sense, deliberation is a process of decision-making. Deliberation is
the source of legitimacy in democracies. Legitimate decisions do not represent the free
will of all. Instead legitimate decisions represent the process of deliberation.
Deliberation is inclusive (Dryzek, 2002; Squires, 2002). Although everyone may not
agree with a legitimate decision, each participant understands how and why a outcome
was reached (Squires, 2002). Unanimity is not required for each individual decision to
be legitimate. Unanimity is required for major principles and rules from which decisions
flow (Manin, 1897).

One way to appreciate the significance of the deliberative democratic model is to
compare it with the model of advanced or contemporary liberal democracy. In advanced
democracies, people give reasons to support their position and convert people to their
side. Adherents are won over by bargaining, attacking and making alliances.
Contemporary liberal democracy is a representative democracy, such as exists in the
United States. There are competitive elections and, with them, substantial opportunity
for pressure on the state (the term state is used interchangeably with government; it is
the preferred term for many critical theorists, like Dryzek). In a contemporary liberal
democracy, there is a tension between individual rights and the state. In the vision of a
participatory or deliberative democracy, people give and listen to reasons in order to
reach a consensus. Alliances and bargains are not made and voting is not the primary
process for decision-making. Instead decisions are made through deliberation and the
forging of a consensus. In a participatory democracy, politics are more pedagogical and
discursive. The concern is public, rather than private, ends (Dryzek, 2002; Levinson,

2003).

16



A comparison of policy-making in contemporary liberal democracy and in
participatory democracy may also be illuminating. In a liberal democracy, policy
outcomes are highly sensitive to the relative power of different interest groups.
Outcomes are too often characterized by brokered compromises that are not particularly
responsive to concerns (Dryzek, 2002). In contrast, participatory democracy policy-
making strives for consensus, while accepting the inevitability of conflict (Dryzek, 2002).
The objective is the “reconstruction of private or partial interests into publicly defensible
norms through sustained debate” (Dryzek, 1990, p. 124).

It is important to note that both models can exist together; they are not mutually
exclusive. Indeed John Stuart Mill and John Dewey, both liberal democrats, advocated
in their work for more participation. Unfortunately since then, participation has waned to
the point that ordinary citizens are often excluded or disenfranchised (Dryzek, 2002).

Current deliberative democratic theory is a broad-based collection of ideas.
There are two major tendencies in current discussions, one is critical and the other is
most often characterized as liberal constitutionalism. One major distinction between the
two is that liberal constitutionalism advocates see constitution-making as the venue for
deliberation, while those with a critical orientation find this too constraining and believe
that deliberation is important and essential in many other venues, particularly the public
sphere (Dryzek, 2002). Dryzek is a proponent of a critically oriented deliberative
democratic theory.  There are many parallels between critical social theory, especially
the strand exemplified by Habermas, and Dryzek’s conception of deliberative
democracy. In deliberative democratic theory, legitimacy is “seen in terms of the ability
or opportunity to participate in effective deliberation on the part of those subject to
collective decisions;...claims on behalf of or against such decisions have to be justified

to those people in terms that, on reflection, they are capable of accepting (Dryzek, 2002,
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p. 1). Deliberation is a social communicative process where participants are “amenable
to changing their judgments, preferences, and views during the course of interactions,
which involve persuasion rather than coercion, manipulation, or deception” (Dryzek,
2002, p. 1).

Critical deliberative democrats and discourse theorists emphasize the importance
of a free public sphere, separate from the state, as a place where citizens can freely
deliberate and engage in democratic will formation (Charney, 1998). Public spheres are
linked to the political concept of civil society. Civil society has traditionally been
distinguished from the apparatus of the state. Civil society encompasses everything
from non-governmental organizations to sports clubs, religious organizations and
informal community groups. Historical examples of civil society include the polis, the
Roman idea of res publica, the medieval free town and the New England town meeting
(Bronner, 2002; Dryzek, 2002; Scrambler & Martin, 2001). Habermas described civil
society as existing at the interface of the private and public spheres in the lifeworld.

Discourse in the public sphere is generally distinguished as dialogical, whereas
decision-making in the state spheres is generally monological (Squires, 2002).
Habermas though believes that public deliberation is important for both the formally
organized processes of political decision-making and will formation. He also advocates
that prevailing laws and policies must be open to objections formulated through will
formation. Oppositional civil societies and public sphere are a source of democratic
critique and renewal (Dryzek, 2002).

Dryzek (1990) has advocated that policy analysis that combines democratic and
problem-solving rationality can become a force for emancipation. A mobilization of basic

principles of deliberative democracy can produce more inclusive and rational policy-
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making processes through the use of deliberation. From this thinking, the practice of
responsive policy evaluation has emerged.
Responsive Policy Evaluation
Responsive policy evaluation is a broad rubric with multiple variants.
Robert E. Stake, an expert in case study methodology, began talking about responsive
evaluation as early as 1975. Stake’s approach emphasizes the importance of
personalizing and humanizing evaluation processes. His suggestions include face-to-
face contact with program participants and learning firsthand about diverse stakeholders’
perspectives and experiences (Abma & Stake, 2001). Jennifer Greene (1997), an
educational psychologist, has promoted a form of responsive evaluation that focuses on
advocacy (Greene, 1997). Michael Patton is also an advocate of responsive evaluation
techniques. Patton (2002), in outlining guidelines for responsive evaluation, emphasized
the,
Identification of issues and concerns based on direct, face-to-face contact with
people in and around the program; use of program documents to further identify
important issues; direct personal observations of program activities before
formally designing the evaluation to increase the evaluator’s understanding of
what is important in the program, and what can/should be evaluated; designing
the evaluation based on issues that emerge in the preceding three steps, with the
design to include continuing direct qualitative observations in naturalistic program
setting; reporting information in direct personal contact through themes and
portrayals that are easily understandable and rich with description; and matching
information reports and reporting formats with different audiences (pp. 171-172)
House and Howe are proponents of responsive evaluation who have made direct
links to deliberative democracy theory. They have created a framework for judging
evaluations based on their potential for democratic deliberation. The justification for this
framework, which links program evaluation to the larger sociopolitical and moral

structures is the assertion that program evaluation can not be removed from the society

in which it is embedded (House and Howe, 2000).
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The framework of deliberative democratic evaluation created by House and
Howe includes three requirements: inclusion, dialogue and deliberation. Genuine
democratic program evaluation requires that interests of all stakeholder groups be
central and that the interests of any relevant party be represented.
Research in Policy-Making

Policy-making is multi-dimensional and multi-faceted. There are many inputs to the
policy-making process. Research is but one of a number of competing and often
contradictory sources that inform and influence the process (Rist, 2000). Too often the

role of research is relatively minor.

The process of policy-making is ongoing and constantly evolving. Even choosing not
to act or ignoring problems is part of the process and a frequent outcome. There are
basically two levels of decision-making in policy-making. The first major level is the
establishment of broad parameters of government actions, such as the “War on Poverty”
or Medicare, as initially proposed. The second level is the translation of intentions into
policy and programmatic results, usually rules and regulations associated with a certain
broadly defined legislative bill. Oftentimes the second level of policy-making is
protracted and the linkage between the first and second levels is obscured. A
contemporary example is the new patient confidentiality protections which were recently
implemented five years after the passage of the authorizing legislation. There is a gap

between what was being implemented and what was originally envisioned.

Research has the greatest utility within the second level (Rist, 2000). The second
level involves the cycle of policy formulation, policy implementation and policy
accountability (Rist, 2000). Policy accountability is the focus of this research. | have

selected fidelity as the theme | will use to assess how access changed for enrollees in
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Tennessee’s managed care program. At the highest level, the question is whether or
not policy objectives were met. Such a question allows for the study of both anticipated
and unanticipated outcomes and an examination of influential forces. Changes in
understanding and perceptions can be tracked. Social changes that resulted from policy
implementation can also be examined. In looking at the outcomes of policy
implementation, examination of the administrative and organizational structures that
support the policy is important. Tracing and accounting for changes in the original goals

and objectives of the policy are also critical (Rist, 2000).

Policies are dynamic and reflective of the socio-political milieu in which they exist.
As such, funding levels and other indicators of support, leadership and staff stability and
effectiveness and target population changes must be considered. Importantly, the
degree of change that has occurred in the problem addressed by the policy must be

assessed (Rist, 2000).

Osborne (1997) presented a schema for considering health policy. He stated that
most analyses of health policy adopt a reactive view of the relationship between health
and policy, meaning policy is viewed as a reaction to objective problems of health need
and provision and conversely, health is viewed as the product of policy. He further
explicated three reactive responses. a meliorist, critical, or anti-medical approaches. A
meliorist approach looks at health policy in terms of the progressive adequacy of health
knowledge and delivery. As increased knowledge ameliorates health problems and
challenges, new ones emerge. A critical approach views policies as the outcomes of
negotiations between different interest groups. An anti-medical approach claims that

health policy creates its own concerns and that health problems are always contextual.
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Program Evaluation

Program evaluation is a research technique that is used to clarify the intent of
programs and improve program efficiency, effectiveness and responsiveness (Wholey,
1979). Program evaluation is an important part of the policy-making cycle. Program
evaluation involves the assessment of one or more program domains, including program
need, design, implementation and service delivery, impact or outcomes and efficiency
(Rossi, Freeman & Lipsey, 1999).

Programs are defined as an “organized set of resources and activities directed
toward a common set of goals” (Wholey, 1979, p. 1) and “an organized, planned and
usually ongoing effort designed to ameliorate a social problem or improve social
conditions” (Rossi, Freeman & Lipsey, 1999, p. 2). Program evaluation is “the
measurement of program performance, the making of comparisons based on these
measurements, and the use of resulting information in policy-making and program
management” (Wholey, 1979, p. 1). Using a more focused social science orientation
and expanding the definition to include contextual factors, Rossi, Freeman and Lipsey
(1999) define program evaluation as “the use of social research procedures to
systematically investigate the effectiveness of social intervention programs that is
adapted to the political and organizational environments and designed to inform social
actions in ways to improve social conditions” (p. 2). Program performance includes the
“resources that go into the program, the program activities undertaken, and the
outcomes and impacts of those program activities—including both progress towards
program objectives and side effects on those served and on the environment in which
the program operates” (Wholey, 1979, p. 1).

There is an important and demonstrated distinction between the formulation and

adoption of a policy or program and the program implementation. Implementations are
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influenced by administrative agencies, governmental and non-governmental, and
program interpretation by the courts and regulating bodies. These distinctions are
representative of the differences between policy enactors, usually legislators, and policy
executors, the various administrators that implement and interpret policy (Mazmanian &
Sabatier, 1983).

Formulation and implementation of policy are not always dichotomous. In
adaptive or interactive implementations, adjustments are made by the various
stakeholders between goals and objectives and strategies. Another approach, while not
allowing for alterations in basic program goals or strategies, does recognize the need to
modify goals and programs in recognition of various constraints and changing
circumstances (Mazmanian & Sabatier, 1983). The dynamics of policy-making, which
emphasizes continually changing contexts, demands and priorities, are best
conceptualized in a model that includes policy formulation, implementation and
reformulation in a continually evolving, fluid cycle.

The Integrative Paradigm

Deliberative democracy theory arose from critical social theory, which rather than
being a theory is more of a philosophical orientation. Deliberative democracy is less
conceptual than critical theory and as such is more specific and prescriptive.
Responsive policy evaluation is even more specific. Tenets of critical social theory,
deliberative democracy and responsive policy evaluation were used to create an
integrative paradigm which was used to guide this study.

Figure 1 provides a graphic representation of the integrative paradigm that was

created to guide this case study.

23



Critical Social Theory
Collective social action — liberation of human capacities

Deliberative Democracy
Reasoned political discussions — transformation of preferences to create common good

Responsive Policy Evaluation
Inclusion, dialogue and deliberation — rational policy-making
!
Program evaluation
Clarification of program intent — improved program efficiency, effectiveness and
responsiveness

Figure 1: Integrative Paradigm for Policy-Making and Evaluation: Key Components

Conclusions

You can not separate health policy from the interconnected web of social policy.
A holistic view of health recognizes the importance of social issues, such as violence,
poverty and ethnic diversity. Health issues are broad-based societal issues, no one
sector has the perspective, expertise or resources to achieve significant progress (most
efforts to-date have been woefully inadequate). Just as it is important to look at the
connectivity of social problems, it is important to look at the multiplicity of players that are
needed to address problems. Also it is a priority to be responsive to citizens who have
been disenfranchised by the current health care delivery system. Effective leadership in
health care has generally been missing. This is especially true for nurses. The fact that
nurses have been slow to engage in the development and evaluation of health policy
should not prevent them from entering the debate as honest brokers and advocates of a
more inclusive and broad-based process. The paradigm presented in this paper creates
a segue for nurses to participate in policy-making activities, including research and
activism.
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Critical theory provided the general orientation for this study. This suggests that
the proposed policy evaluation was oriented towards critiquing inequities in the design
and delivery of health services and programs. It also suggests that the goal of policy
evaluation is to produce change that will benefit the spectrum of stakeholders that
programs impact. Just as Habermas has proposed that the ideal speech situation can
be used as a model for the ideal social situation, it is suggested that the principles of

deliberative democracy can be a model for policy-making.
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CHAPTER 3: LITERATURE REVIEW
Introduction

In the span of only 15 years, the introduction of managed care and other market-
based strategies from the private sector precipitated a transformation of the delivery of
Medicaid services in the United States. These monumental changes remain poorly
understood. To facilitate an understanding of this transformation, the history of various
forces that contributed to the rapid growth of managed behavioral health care in the
public sector will be reviewed. Understanding these forces and how they interacted
requires an understanding of the definition and history of Medicaid and the prevailing
political and social forces that influenced change over time, as well as an understanding
of the concept of managed care.

The implementation of managed care in Tennessee’s Medicaid program is an
excellent public policy exemplar because of the far-reaching scope of the program and
the ongoing development of the program. Opportunities still exist to influence the
evaluations and improvement of the program. Additionally, an emphasis on a state
health reform initiative is important because state reform has filled the void left by the
failure of national health reform.

Tracing the History of Medicaid

Medicaid is one of the Great Society programs implemented in the mid-1960s
during the administration of President Johnson. The program that was implemented and
the one that exists today are vastly different. The original intent of the Medicaid program
was to make federal matching funds available to the states to provide medical coverages
for women, children and people over the age of 65 who were concurrently receiving

welfare assistance (Rowland, Garfield & Elias, 2003).
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Since the inception of Medicaid, there have been four major reform movements
that have significantly changed the delivery of care to clients with behavioral health
disorders. These are the community mental health movement of the 1960s, the
deinstitutionalization that predominated in the 1970s, the widespread establishment of
community support programs that characterized the 1980s and the rehabilitation and
recovery movement that started in the 1990s and continues today. Concurrently, in the
1990s, some of the public purchasers of Medicaid services began to transform their
purchasing practices. This transformation was made possible through the use of waiver
authority granted through the Health Care Financing Administration (HCFA) which paved
the way for the states to use commercial, risk-bearing managed care organizations
(MCOs) (Croze, 2000).

The introduction of Medicaid, with the addition of alternative funding and the push
for changes in the delivery of care, induced changes in the SMHAs. By the late 19070s
the states had begun to contract with community mental health centers (CMHCs) and
other non-profit service agencies. The role of the SMHAS changed from a constrained
provider of primarily institutional services to a manager of a wide array of provided and
contracted services and a variety of revenue sources, including the states, the federal
government, grants and third party payments. The advent of managed care added new
complexities to the role of the SMHAs.

Today, with more than 47 million low income beneficiaries, Medicaid is the
nation’s largest health insurance program (Rowland et al., 2003). Between just 1986
and 1999, Medicaid spending increased four-fold (Ridgely, Giard, & Shern, 1999). Within
the enrolled population, approximately one-third of the beneficiaries have a disability,

another one-third are children who meet age and income requirements and one-third are
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pregnant women and caretakers of children eligible for Medicaid, as well as other low
income people (Rowland et al., 2003).

There are two major classes of Medicaid beneficiaries. The largest group
includes those who qualify because they are recipients of Aid to Families with
Dependent Children (AFDC). The health care needs of this cohort are most similar to
private sector plan enrollees (Holahan, Zuckerman, Evans & Rangarajan, 1998). Most
of the mentally ill population qualifies because of a disability for which they are receiving
Supplemental Security Income (SSI). Of the current SSI recipients, ages 18 to 64, 34%
have a mental disorder. Four percent of all Medicaid beneficiaries qualified because of a
mental iliness. Since the late 1980s, SSI recipients with mental iliness have been the
fastest growing segment of the Medicaid population (Frank, Goldman & Hogan, 2003).
The SSI population with the medically needy and Medicare recipients that are dually
eligible for Medicaid are the most costly of the Medicaid beneficiaries (Holahan et al.,
1998).

Medicaid mental health benefits are generally more comprehensive than other
plans. Drug therapy, the mainstay of the current treatment of mental iliness, is a
covered expense under Medicaid (Rowland et al., 2003). The significance of this feature
from both a cost and care perspective is highlighted by the twelve-fold increase in
spending for psychotropic drugs in non-HMO plans between 1991 and the third quarter
of 2000 (Frank et al., 2003). In addition, Medicaid does not have restrictions on certain
levels of care, such as residential treatment or plan limits, which are both common in
private plans. Medicaid also pays for services such as transportation assistance,
supportive services in the home, respite care and case management (Rowland, et al.,

2003); these are generally not covered in private plans.
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Medicaid is essentially an open-ended entitlement program that is funded jointly
by the federal and state governments. The states are attracted to Medicaid because the
federal government pays 50 to 70% of expenditures, depending on the state. There is
no cap on the federal government matches. Whatever the states spend on eligible
beneficiaries, the federal government matches (Rowland et al., 2003). Because of this,
states have been able to expand services for fewer state dollars and obtain financial
assistance for services, such as institutional care, which previously were paid for solely
with state funds (Frank et al., 2003). The expansion of services has precipitated
changes in patterns of care, such as deinstitutionalization, and a concomitant increase in
community-based care and the use of outpatient drugs.

Just as was true in the private sector, the growth of managed care in the public
sector was the result of a complex convergence of forces. Medicaid did not originally
pay for specialty mental health services. Mental health treatment costs were initially
covered only under the general categories of physician and hospital care. With the
move to deinstitutionalization in the 1970s during the Carter administration, the
Government Accounting Office (GAO) recommended the optional addition of mental
health services. Even today, most mental health benefits in Medicaid are provided by
state choice, not by a program mandate (Hogan, 1999).

After the failure of President Clinton’s proposed Health Security Act, the states
became a new incubator for health reform, following the long-standing reform efforts
spearheaded in the private sector by large employers. Other factors that contributed to
reform in the states were the federal budget controversy of Clinton’s first term and the
escalation of the federal budget. Both prompted the Clinton administration to remove
obstacles to the states managing Medicaid costs by accelerating the approval of waivers

from the established Medicaid requirements. Waivers are used to broaden the covered
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population and services. Waivers have also been used to reduce benefit levels and
increase cost-sharing (Rowland et al., 2003). The growth of managed behavioral health
care in the private sector led to the saturation of the market and declining profits for the
managed behavioral health care organizations which, in turn, led to aggressive
marketing and lobbying by these organizations. In addition, early successes in states,
such as Massachusetts led to the surge in the growth of managed behavioral health care
in Medicaid (Hogan, 1999). The Balanced Budget Act of 1997 also facilitated the growth
in managed care by allowing the states to require mandatory enroliment in managed
care and permitting states to contract with health plans that served populations
composed entirely or predominantly of Medicaid enrollees (Hanson & Huskamp, 2001).

Along with these national trends, forces within the states were also fueling the
growth. The implementation of managed behavioral health care in Washington and
California supported existing mental health reform efforts. The addition of managed
behavioral health care in the Medicaid programs of Tennessee, Oregon and Arizona was
a part of a larger Medicaid reform effort and a move to managed care for other services.
In Massachusetts and Utah, managed care was introduced for behavioral health care
specifically to slow spending. lowa and Nebraska added managed care to be able to
expand services (Croze, 2000).

Looking at Managed Care

There is no doubtthat managed care has changed the health care delivery
system in the United States. Managed care has successfully controlled costs or leveled
the rate of increases. However, the use of managed care has also caused a significant
public backlash (Hogan, 1999). Despite its far-reaching influence, managed care is not

a well-defined or researched phenomenon.
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Ask ten people to define managed care and you will likely get ten different
responses. In the past, the term managed care was reserved for the prepaid, capitated
financial arrangements that characterized HMOs. As managed care has become more
pervasive, this distinction is no longer valid. Managed care is a concept that is no longer
tied to a single financial model. The essence of managed care is far more complex than
putting providers at risk. Managed care is more about information systems and
managed care tools such as utilization management (Rand Research Highlights, 2000).
This shift was made possible by the highly competitive national market that emerged in
the 1980s. Also the internal care and cost management processes in place at the health
plans are now common across product lines, regardless of funding mechanisms. The
organizational processes that were originally put in place in capitated plans are now
recognized as effective strategies for enhancing customer retention, corporate reputation
and identity and for facilitating success in a competitive marketplace (Goldman,
McCulloch & Strum, 1998).

“The managed care revolution has been both uneven and incomplete” (Hogan,
1999, p.SP71). What we know as managed care is largely managed costs. Discounting
provider fees and utilization control are relatively developed and tested. The same can
not be said for care management and coordination (Durham, 1995; Hogan, 1999), which
are inherent in a sophisticated definition of managed care.

Hogan (1999) claims that variations among geographic regions and payors are
impeding a more complete development of managed care. In some cases, the
variations in managed care are reflective of the market variations (Goldman et al., 1998).
Managed care for Medicaid enrollees is often defined by the providers who are willing to
serve the population. Often the pool of providers that are willing or able to assume risk

in a state contract is very limited (Robinson & Clay, 2000). It is also noteworthy that
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Medicaid is often the main revenue source for the providers that do care for Medicaid
patients. Revenues from Medicaid represent 18% of state mental hospitals revenues,
24% of the revenues for psychiatric services within general hospitals and 24% of
community-based providers revenue (Frank et al., 2003). Additionally, Medicaid was
designed to accommodate state-by-state variation. Managed care has added to the
proliferation of this variation (Goldman et al., 1998).

Variations are also attributable to program elements. Key elements that shape
the type of managed care in Medicaid behavioral health care programs include which
groups are eligible; whether enroliment is voluntary or mandatory; if the program is state-
wide or regional; what percentage the Medicaid enrollees represent of the overall plan’s
enrollees; whether the program includes mental health care, care for substance abuse or
both; and what other state mental health services are included (Goldman et al., 1998).
Little is known about the relationship of these various elements to performance.
Interestingly the managed behavioral health care programs present for Medicaid are
generally referred to as experimental in the literature.

In the public sector, managed care is an even more ill-defined concept.
Understanding of the concept comes mostly through case examples, an approach with
limited usefulness because each managed care initiative is shaped by local forces and is
constantly changing. Each managed care program in the public sector is defined by
local structures, history, geography and politics (Hoge, Jacobs, Thakur & Griffith, 1999).

The debate about managed care in the United States can be quite polarized.
Some see managed care as market-driven, efficient and accountable. Others are
concerned with the negative effects on access and quality. A central point to each of
these opinions is economics. Because managed care is often utilized as a cost control

strategy and the benefits of care management are usually not featured, many are leery.
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Despite this current reality, general managed care and managed behavioral health care
have been shown to have a positive effect on various performance indicators. With
managed behavioral health care, an overall increase in the use of mental health
services, reduced costs and improved patient outcomes have been shown (Coleman et
al., 2005; Mowbray, Grazier & Holter, 2002). Cost savings are greatest in the first year
(Goldman et al., 1998; Ma & McGuire, 1998). Other studies have not shown that cost
savings are sustained. Costs may actually increase because of added administrative
costs associated with managed care plans (Haslanger & Tallon, 2004). Utilization
patterns change with the implementation of managed behavioral health care. The
biggest and most consistent change is a reduction in inpatient admissions and length of
stay (Goldman et al., 1998; Ma & McGuire, 1998). General findings about the utilization
of health care services have been limited because of the practice of enrolling non-
disabled children and their parents in Medicaid managed care plans when these
categories represent a minority of total Medicaid enrollees (Haslanger & Tallon, 2004).

Concerns about the effects of managed care on the delivery of mental health
services are important when we consider the vulnerabilities of those individuals with
mental ilinesses are considered, especially severely and persistently mentally ill
individuals. A stigma associated with mental illness is still pervasive in our society
despite progress since the creation of Medicaid. Unfortunately there are still too many
people who see mental iliness as a character flaw, rather than a serious health problem
(Hanson & Huskamp, 1998; Thomas & Leavitt, 2002).

Opinions about the use of managed care for Medicaid mental health services are
mixed. Former providers fear unfair competition, the assumption of risk, a disregard for
tradition, bureaucracy, greed and the diversion of care costs to administrative burden.

They are concerned about the move from a catchment model to a model of competition.
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Historically community providers were granted franchises for slices of public sector
territory. They believe competition could destabilize a very fragile population, focuses on
the wrong factors and gives for-profit entities entry to a market where they do not belong.
Proponents of competition counter that competition challenges the status quo, may raise
the bar on standards and expectations and allows the purchaser to evaluate the price
and quality of service of several products. Public stakeholders have protested the added
administrative costs associated with the MCOs and the profit motivation of most of these
organizations (Croze, 2000).

Managed care often adds new services and products; these include utilization,
case and quality management; various patient protections such as grievances and
appeals processes; performance and outcome measures; and information management
capabilities. The concern about the cost of these added capabilities can be mitigated if
quality and effectiveness of service and care is improved. lowa is a good case example
of this point. With the approval of the managed mental health initiative, the legislature
reduced the budget by 10%. Fifteen percent of the payments to the MCO were for
administrative and care management, effectively reducing the amount of care dollars in
the new arrangement by 25%. Even with these cost reductions, there was an expanded
array of services and improvement in specific quality indicators (Croze, 2000). Just as
managed care is erroneously identified with capitation, the transformation of Medicaid
behavioral health care has been incorrectly identified as the privatization of the system.
This label is inaccurate since providers have been an integral component of the
behavioral health care delivery system for many years. Croze (2000) has taken the
position that the profitization of the Medicaid system is the essence of the current
transformation. Even this term is problematic. There have been public

purchaser/private contractual arrangements that have demonstrated that it is the diligent
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management of the medical loss ratio (the amount spent on direct care services), not the
MCO's tax status that is the true measure (Croze, 2000).

According to a 1998 profile, 46 of the states had or were in the process of
implementing managed behavioral health care; 10 of these had virtually no fee for
service financing. Twenty-five of the states used risk-based contracts; of these 17 used
carved-out programs. Two states had terminated managed behavioral health care
programs (Croze, 2000).

Changing Roles of the States and MCOs

The introduction of managed care has required realignment in the roles of state
agencies, behavioral health care providers and the health plans or MCOs. The
experiences the SMHAs and other state agencies had working with very limited
resources, dedicated public delivery systems and rigid bureaucracies are not readily
transferable to working within the competitive managed care environment, using
traditionally private MCOs and providers. Traditionally state governments either directly
provided or contracted out mental health services to non-profit or quasi-governmental
mental health centers while directly administering institutional programs, such as state
mental hospitals. Now they have assumed a radically different role as they enter into
multi-million dollar contracts with private companies who often assume financial risk
(Robinson & Clay, 2000). In a very short period of time, state agencies have been
transformed from managers of institutional services and negotiators with community
agencies to contract managers of costly, complex and often capitated health plans in a
very competitive and rapidly evolving market. From a policy perspective, the growth of
Medicaid and the involvement of the federal government in care that historically has

been shaped at the state and local level is also a major shift (Aday et al., 1999).
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State purchasing agents are very different developmentally and otherwise than
their private sector counterparts. Traditionally state agencies have been most focused
on process metrics. The private sector has migrated to a focus on outcome measures,
or a balance of process and outcome measures (Robinson & Clay, 2000). States make
contracting decisions within a political context (Bailit & Burgess, 1999) that is not
comparable to what is seen in the private sector.

The MCOs have also faced a steep learning curve. MCOs, with a legacy of
working in the very different private marketplace, need new knowledge and capabilities
as they adjust to new requirements and a significantly different patient population.
MCOs have been forced to become familiar with a new type of purchaser and patient
population. There is a marked difference between the privately insured clientele that the
managed behavioral health care companies have experience with and the severely and
persistently mentally ill patients with complex comorbidities that Medicaid covers. Public
mental health authorities have spent several decades building support systems and
developing the expertise needed to provide appropriate community-based care. There
is a major difference in what the managed behavioral health care organizations have
done and what the public mental health system has accomplished (Mechanic, 1999).

Commercially experienced behavioral health care organizations have
underestimated the magnitude of system changes inherent in a move to managed care.
There have been several instances of underpricing & lack of necessary resources to
facilitate the change. Because of their purchasing clout, it is not uncommon for state
purchasers to negotiate rates well below private market rates. This underpricing, in turn,
precipitated a declining supply of providers and concerns about quality (Frank et al.,
2003). The behavioral healthcare organizations have also had to contend with

unrealistic expectations. Managed care is not a panacea for chronic problems. There
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have been failures. Both North Carolina and Montana have abandoned previously
implemented managed behavioral health care programs for their Medicaid beneficiaries
(Croze, 2000). Tennessee’s Medicaid carve-out for behavioral health care was fraught
with start-up problems (Chang et al., 1998). Just as purchasers are gaining savvy in
these new arrangements, so are the MCOs. The once aggressive companies have
become more judicious. Some MCOs have modified their thinking about the desirability
of public sector business and they have become more discriminatory in their bids. When
the state of Arkansas released a request for proposals for their children’s behavioral
health care program, only one vendor responded (Croze, 2000). Likewise, there has
been a move away from capitation.

There were early Medicaid managed behavioral health care successes, at least
in terms of reduced costs. Colorado saved $6.5 million in the first year of their program.
Massachusetts saved $47 million, which was a 22% reduction (Coleman et al., 2005;
Croze, 2000; Ma & McGuire, 1998). Since that time costs have been difficult to sustain.
Early savings, derived from use of a gatekeeper and provider discounts, are more easily
realized than savings associated with improved quality, coordination of care and
reductions in practice variation (Coleman et al., 2005). In other instances costs have
been reduced, but only because of reduced access to services and cost-shifting to other
public agencies. The price for these savings has also been high member dissatisfaction
(Heflinger & Northrup, 2000).

Corporate buyers of health care precipitated a major change in the buying
process when they began to purchase health care services using the same strategies
that had long been employed for the acquisition of other goods and services. Their
transition to a more systematic, disciplined and competitive buying process caused a

major shift from a revenue-generating/ provider dominated system to a cost-control/

37



payor dominated system (Lindenmuth & Burger, 1998). As states begin to utilize the
competitive purchasing model refined in the corporate world, there will be a steep
learning curve and the possibility of significant variations in what the states will
experience given the wide range of their needs and resources.

Before managed care, the providers of public mental health services worked
collaboratively with state mental health authorities. Many of the providers utilized
existed solely to serve the Medicaid and other state beneficiaries. There was little
competition for contracts (Bailit & Burgess, 1999).

Organizational Capabilities and Learning

Health plans can take many organizational forms (see Appendix A). On one end
of the continuum are staff model Health Maintenance Organizations (HMOs), which are
fully accountable for all aspects of delivering and managing care. A close derivative of
the staff model HMO is group model HMOs where the health plan and the independent
provider groups are integrated to various degrees. At the other end of the spectrum are
“virtual” health plans who basically serve as an intermediary between purchaser and
providers. In these types of arrangements, the level of care management varies
considerably. Preferred provider organizations (PPOs) and Point of Service (POS) plans
are examples of virtual health plans.

Carve-outs are a commonly used method for the provision of behavioral health
care services. A carve-outis a managed care approach in which a separate system of
care is contracted for a distinct set of services and/or a defined population (Feldman,
1998; Robinson & Clay, 2000). Often a defining characteristic of carve-outs is
independence. Carve-outs are “freestanding organizations that are not subunits of, nor
financially dependent upon, a general health care organization” (Feldman, 1998, p.

SP59). Carve-outs can take three primary forms (Appendix B). In some instances, the
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purchaser contracts directly with a specialty organization. In other instances, the health
plan, with which the purchaser has a contractual relationship, sub-contracts with the
specialty organization (Frank et al., 2003; Hodgkin, Horgan, Garnick, Merrick & Goldin,
2000). In some cases, the health plan creates a specialty department within the
organization which, by definition, is not independent or a true carve-out. “There are still
diverging opinions and ongoing debate about the relative merits of carve-out versus
carve-in (integrated) behavioral health care” (Findlay, 1999, p. 119). Carve-outs assume
varying degrees of risk and use a variety of strategies to mange the cost and utilization
of services. For Medicaid managed behavioral health care, states have contracted with
mainstream carve-outs or carve-outs created primarily to service Medicaid contracts.
Fragmentation or poor coordination between primary and behavioral health care
services is a concern about carve-outs (Tietelbaum, Rosenbaum, Burgess & DeCourcy,
1998).

Fundamentally, health plans manage costs and quality. These can be
conflicting objectives. In addition, three of the major stakeholders--purchasers, the
health plans and patients--have different priorities. Typically health plans want to
provide appropriate, evidence-based care and avoid inappropriate care, but they must
do this in a highly competitive and financially constrained environment. Patients often
place quality above costs and generally do not understand, and may not accept,
evidence-based care recommendations. Requests for specific medications or
treatments are not uncommon. Purchasers are generally cost-oriented, yet many of
their requirements cause increased administrative burden and costs. Within this
environment, plans implement care management and administrative processes to

achieve the varying objectives. These processes do not inherently manage costs and
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quality; it is how these processes are implemented and managed that create the value
difference (Wholey et al., 2003).

Health plans generally manage in three ways. Management strategies include
selective contracting; the utilization of programs that support the care delivered by
various providers; and the implementation of protocols and management processes that
affect the provision and use of health care services. Importantly, health plans also
manage information (Wholey et al., 2003).

Adding to this complexity is the fact that it is ultimately the management and
delivery of care that defines the plan’s effectiveness, not just the plan model. A high-
functioning POS plan may perform better than some group model HMOs. A plan’s
performance is also circumstantial. A plan that may perform well with one population
may not perform with another. Hogan (1999) states that “public sector managed
behavioral health care is not monolithic; when done well it produces positive results,
when done poorly, it does not” (p.33). Also, it is not uncommon for health plans to
contract out specific administrative and care management functions, such as claims
processing or case management and disease management.

Public agencies have often struggled to acquire the tools needed to effectively
manage the delivery of care. Risk-based contracts increase the needs for information
and administrative systems (Croze, 2000). Information management is the currency of
the managed care industry. Information management drives care management and
supports performance-based contracting. Few states have the financial resources or the
motivation to create and maintain the information technology needed to support
managed care.

Performance generally improves with experience. Organizational learning

defines evolving industries, such as managed behavioral health care which came into
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existence less than 20 years ago (Argote & Epple, 1990; Strum, 1999). Strum showed
that, when controlling for other factors, the initial cost savings achieved by private
employers with the move to managed behavioral health care were sustained through
organizational learning.

Where Are We Today?

In 2002, the states’ tax revenue declined by six percent. This annual decline was
the first since World War Il. Overall, the states faced a $37 billion deficit in fiscal year
2002. This deficit was expected to grow to $70 billion by 2004. This trend has
reinforced the states’ strategy to replace programs paid for with state-only dollars with
those supported by matching funds (Rowland et al., 2003).

“State fiscal conditions rebounded notably in fiscal 2005” (National Governors
Association, 2005 December, p. ix). During this time revenue increased strongly.
Estimates for 2006 are more modest. Growth in revenue is expected to slow and the
pressure to increase expenditures that previously were cut is high (National Governors
Association). As 2005 closed, United States House and Senate negotiators were
beginning to wrestle with how to restrain federal spending for Medicaid, as called for in
President Bush’s 2006 budget (New York Times, 2005, December 12). Any cust will
have a significant impact on state budgets.

Even though federal dollars are used to offset the cost of state programs,
Medicaid will continue to be a target for state budget reductions. Medicaid is often the
second most costly line item in a state budget, behind education. For fiscal year 2003,
45 states instituted cost-containment mechanisms for prescription drugs in their
Medicaid programs, 37 froze or reduced payments to providers and MCOs and 25%
reduced benefits and eligibility. Unfortunately, the reductions disproportionately affected

people with mental illnesses. People with mental ilinesses, who represent 11% of the
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total Medicaid population, account for one-third of the high cost beneficiaries. People
with mental illness often have complex health needs that often require very costly drugs
(Rowland et al., 2003).

Competition, which is nourished by choice and supports purchaser efforts to
negotiate strong performance-based contracts, has been impacted by the consolidation
of the managed behavioral health care industry that has predominated in recent years.
There is now a tremendous concentration among the mostly for-profit companies. In
1998 the top two managed behavioral health care companies had a combined market
share of 48.9% and the top five had a 68.6% share (Findlay, 1999).

Public Mental Health Services
Since colonial times, there have been multiple efforts directed at the provision of public
mental health services. The implementation and evolution of Medicaid has precipitated
the most significant changes since the emergence of public mental health care.
Historically changes have centered on the delivery system for care, the financing of care
and lately on the introduction of managed care, which influences delivery systems and
the financing of care.

Most recently and prior to the inception of Medicaid, the states provided the
majority of mental health services through entities called state mental health authorities,
or SMHAS. SMHAs, primarily accountable for managing care for patients with serious
mental disorders, traditionally operated on a very limited budget of state funds. The
most common model for the delivery of services was the direct provision of services,
with a predominance of hospital-based care (Essock & Goldman, 1995).

Looking at TennCare
TennCare is the managed Medicaid program in Tennessee. TennCare was

developed primarily because of fiscal concerns in the state. Between fiscal year (FY)
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1987 and FY 1993, Medicaid expenditures nearly tripled. In addition, a strategy used by
Tennessee to finance hospital payments for indigent care was curtailed by the federal
government. In turn, Tennessee levied a 6.75% gross receipts tax on hospital and
professional services. When the Tennessee Hospital Association and others threatened
legal action, the state concluded that Medicaid would have to be radically changed and
alternative revenue services found (Conover & Davies, 2000; Rocha & Kabalka, 1999).

In early 1993, Governor Ned McWherter presented a draft plan for Medicaid
reform to the General Assembly. After limited debate and no public hearings, a detailed
plan was developed and submitted to HCFA on June 16, 1993. HCFA approved the
waiver November 18, 1993, and TennCare was implemented January 1, 1994
(Matthews, 2000).

TennCare was designed to expand coverages to low-income people and rely on
private MCOs to manage the health care benefits of the newly eligible beneficiaries and
those traditionally covered by Medicaid. The developers of Medicaid intended to finance
the expansion of the state’s Medicaid program by saving money through managed care
efficiencies, by converting federal and state payments to hospitals for indigent care to
payments for insurance coverage and by adding new state revenues (Conover & Davies,
2000).

Initially there was a partial carve-out of behavioral health care services to five
state-run regional mental health hospitals and 26 community mental health centers for
the seriously and persistently mentally ill (SPMI) adults and seriously emotionally
disturbed (SED) children. All other behavioral health care benefits were initially provided
by the established MCOs (Conover & Davies, 2000; Saunders & Heflinger, 2003).

In November 1994, HCFA approved a waiver that integrated care for SPMI adults

and SED children into the MCOs with the requirement that the MCOs contract with

43



approved MBHC companies. The implementation of this program was delayed until July
1, 1996, to accommodate a change in governors. Effective this date, all behavioral
health care services for all TennCare enrollees were provided through full carve-out
programs with two statewide MBHC companies (Conover & Davies, 2000).

Serious Emotional Disorders

Among the TennCare enrollees, there is a cohort of children and adolescents
with serious emotional disorders or SED. SED is a term used in education to describe
students with any type of behavioral, emotional or mental health disorder. Disorders can
range from mental health problems, such as depression, Attention Deficit Hyperactivity
Disorder (ADHD) or obsessive-compulsive disorders, to developmental disorders, such
as autism (University of lllinois, Chicago, n.d.). A SED diagnosis requires a level of
clinical symptoms consistent with the assignment of a diagnosis and impairment in
psychosocial functioning (Heflinger, 2002).

It is estimated that there are 3.5 million children and adolescents with SED in the
United States (University of lllinois, Chicago, n.d.). Dr. Craig Anne Heflinger and her
associates at Vanderbilt University have studied children and adolescents with SED.
One study conducted by Heflinger (2002) projected that 26 percent of all TennCare
school-aged children meet SED criteria; another 21 percent have clinical symptoms or
functional impairment, meaning almost one-half (47 percent) have significant behavioral
health problems.

A 2002 literature review (Saunders & Heflinger, 2003) showed that children
enrolled in public managed behavioral health care programs, primarily in Massachusetts,
North Carolina and Colorado, had improved overall access; reduced use of inpatient
services and increased use of case management services, but the programs had

questionable effects on children’s use of outpatient services.
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In a separate multi-state analysis of secondary data (Heflinger, Simpkins, Scholle
& Kelleher, 2004), researchers analyzed parent/caregiver satisfaction with their child’s
Medicaid plan and behavioral care providers. The sample was taken from three states:
Tennessee, which has managed care as the only option; Mississippi, which has
traditional fee-for-service care only; and Pennsylvania, which has both managed care
and traditional. The sample included children enrolled in Medicaid, ages 4-17, with a
diagnosis of SED. In a contradiction to prior studies, the researchers found that
parents/caregivers of children enrolled in a managed care plan were less satisfied than
those enrolled in a traditional plan. The difference among the plan types was reflective
of satisfaction with the MCO characteristics, not the provider characteristics.

Conclusions

The TennCare program, a major public policy program designed to leverage
certain strategic advantages of managed care practices from the private sector, offers a
unique opportunity to study the phenomenon of Medicaid managed care. There are
conflicting conclusions from the research in the private sector about the efficacy of
managed care. Data from the public sector is still emerging. There are contradictions in
findings. Often studies have been limited in their approach or scope.

Heflinger and her associates (and others) have studied children and adolescents
with SED extensively. They have been active in the evaluation of TennCare. Despite
the work done by Heflinger and others, there are still gaps in our understanding of
TennCare and the efficacy of care received by school-aged children with SED, as well
as the impact of managed behavioral health care in the public sector.

This case study differs from other examinations of TennCare, particularly those
of Heflinger and her associates, because case study research goes beyond analysis of

cost and utilization indicators and other one-dimensional views. A case study approach
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facilitates an understanding of the context in which the managed behavioral health care
program of TennCare was developed, implemented and exists. Because the case study
is about a particular public policy initiative, the study will highlight the situational aspects
of the impact of the program. Seeking the perspectives and experiences of multiple
stakeholders acknowledges the absence of a singular or one-dimensional understanding
and affirms the importance of inclusion and deliberation in the process of policy-making.
This approach supports a richer understanding. A case study, which is holistic and
naturalistic, is conceptually aligned with a nursing conception of health. The concluding
section of the case report will highlight opportunities to advocate on behalf of people

served by TennCare’s managed behavioral health care program.
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CHAPTER 4: METHODOLOGY
Introduction

A single case study design was employed to evaluate the fidelity of Tennessee’s
Medicaid managed behavioral health care program to selected original strategic aims.
In this chapter, the methodological approaches and specific strategies for the study will
be described.

“Fidelity implies strict and continuing faithfulness to an obligation, trust or duty”
(Merriam-Webster’s, 2000). Program fidelity is a broad measurement of how true the
implemented program is to the intended program (Heflinger & Northrup, 2000).
According to Lowenstien & Grites (1993), “fidelity commands us to live up to
commitments that we have made, both explicitly and implicitly” (p. 54).

Case study research entails an in-depth, multi-faceted exploration of a single
social phenomenon. Phenomena that have been studied using this approach include
programs such as TennCare, events, activities, processes and one or more individuals.
According to Yin (2003), “a case study is an empirical inquiry that investigates a
contemporary phenomenon within its real-life context, especially when the boundaries
between the phenomenon and context are not clearly evident” (p. 13). A hallmark of
case studies is that detailed information is collected from multiple data sources
(Creswell, 2003; Feagin, Orum, & Sjoberg, 1991; Stake, 2000; Yin, 1997 & 2003).
Additionally case studies are characterized by data richness that results from the
examination of a phenomenon in its real life context, the field collection of data (although
this is not absolute) and more variables of interest than data points (Yin, 1997).

Case study evaluation strategies have been used to investigate important practical and
policy questions in health care (Keen & Packwood, 1995) by inherently dealing with a

wide variety of evidence that other strategies do not (Yin, 2003). The contextual nature
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of programmatic decisions, their linkages and evolution is best understood through this
examination of multiple data sources and perspectives. Thus, participants representing
the variety of stakeholders, what Yin (2003) call “key respondents” (p. 90), were selected
for interviewing as a purposive sample (Creswell, 2003; Polit & Beck, 2004).

Fundamental to the case study is the idea that people have complex social and
public relationships. Case studies offer a unique opportunity to examine the
relationships and patterns that define social situations. Case studies permit the
grounding of observations and concepts in a naturalistic way. Case studies are holistic
in that they provide information from a number of sources over time, which adds the
dimensions of time and history (Feagin, Orim & Sjoberg, 1991). Case studies are
valuable in that they “deal with reality beyond appearances, with contradictions and the
dialectical nature of social life, as well as with a whole that is much more than the sum of
Its parts (Sjoberg, Williams, Vaughn & Sjoberg, 1991, p. 39). “Well-crafted case studies
can tell the stories behind the numbers, capture unintended impacts and ripple effects
and illuminate dimensions of desired outcomes that are difficult to quantify (Patton,
2002, p. 152).

A case study is not a methodological choice. Instead a case study is a
choice of what is to be studied. Case study refers to both a process and the product of
the process.

Approach
What is a Case?
Cases are units of analysis (Patton, 2002). A case is also a bounded system. “A
case has working parts; it is purposive; it often has a self’ (Stake, 2000, p. 436). In

addition, a case is an integrated system with patterned behavior in which coherence and
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sequence are prominent (Stake, 2000). A case is simply “one among others” (Stake,
2000, p. 436) and with case study research we concentrate on that one.

“A case is a complex entity operating within a number of contexts-physical,
economic, ethical, aesthetic and so on” (Stake, 2000, pp. 339-340). To understand the
case of TennCare, detailed descriptions and analyses of the nature of the program; the
program’s historical background; the setting of the program; important contexts, such as
economic, political and legal influences; and the major stakeholders will need to be
constructed. These contextual influences and complex interactions necessitate a holistic
understanding of the program, what Stake calls the “coincidence of events” (p. 440), and
the recognition that some are purposive, some situational and most inter-related.

The proposed case is the TennCare program. TennCare is a public policy
exemplar worthy of study because the program is still evolving and there is an
opportunity to influence the improvement of the program through an evaluation of the
program implementation. The reality that the states are incubators of health reform,
rather than the federal government, is what makes this case so compelling.

Framing the Case

Most case studies are about the particular, not about the general. The
descriptive case study conducted is a type of case study called an instrument case study
(Stake, 2000). According to Stake, an instrument case study is conducted to provide
insight into an issue or to redraw a generalization. Although the focus was TennCare,
the case study may be informative more generally about managed care in the public
sector. With an instrument case study, it may be possible to forge some generalizations
about the phenomenon being studied. As such, the case of TennCare has been
examined to not only understand the specific program, but also to provide insight into the

broader issue of managed care in Medicaid.
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TennCare is an important public policy initiative. This case study should inform
the debate about the use of managed care strategies for vulnerable populations. The
generation of public policy, referred to as policy-making, is multidimensional and multi-
faceted. Policy-making is a highly contextual process, which ebbs and flows, with
multiple stakeholders. The paradigm that most have of policy-making is one of event
decision-making. This paradigm is erroneous. The more accurate paradigm is one of
process decision-making (Rist, 2000).

Research is just one of a number of forces that influence and inform the process
of policy-making. All too often, research has minimal influence. One way to increase
the utility and importance of policy research is to abandon the event decision-making
paradigm and recognize that research can best be leveraged to enlighten policy over
time, rather than engineer at its inception. Case study research can help policy-makers
and other stakeholders achieve contextual understanding that is essential when looking
at intricate social policy and its effects (Rist, 2000).

Scope of the Case Study

The original intent was to limit the case to the study of access to care for school-
aged children and adolescents (ages 14-17 years) with serious emotional disorders
(SED) enrolled in TennCare. The study focused shifted to the more general issue of
managed care in the TennCare program when it became apparent that the majority of
people interviewed did not focus on this particular population as a priority in their
interviews nor were they conversant about the specifics of care delivery for this specific
cohort within TennCare. This adjustment in focus is consistent with qualitative research
philosophy that informants will emphasize what is most important to them and that the
researcher should follow the direction taken by study participants. Data and analysis

about the delivery of mental health services in general, and to children and adolescents
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with behavioral health problems specifically, are included as an integral part of this case
study, however the focus of this study is now more inclusive than first conceived.

Interviews with individuals in management and supervisory positions in provider
organizations were limited to those that provide services in the East Tennessee Human
Resources Agency (ETHRA) catchment area. This catchment area includes the sixteen
county area of Anderson, Blount, Campbell, Claiborne, Cocke, Grainger, Hamblen,
Jefferson, Knox, Loudon, Monroe, Morgan, Roane, Scott, Sevier and Union.

One of the challenges of case study research is the lure of wanting to tell the
whole story. This is not possible. “The whole story excels anyone’s knowing, anyone’s
telling” (Stake, 2000, p. 441). The case study was further delimited by the establishment
and use of general opening questions for each category of informants and by pursuing
topics and issues that pertained to the three themes that emerged in early interviews
and predominated with later informants and by pursuing additional details, reflections
and perspectives about these themes. Throughout the data collection and analyis
(which overlapped), correspondence between the events still unfolding in TennCare,
various observations and findings gleaned from informants and the review of documents
was sought. Emergent issues and these were pursued without regard to pre-conceived
expectations or understandings.

Program Evaluations

Evaluation of outcomes is an important goal in the analysis of the effectiveness
of a public policy program such as TennCare. Primary to any evaluation of outcomes is
the determination of whether the program is operating according to design (Patton,
2002). Program evaluation procedures informed the proposed case study. The aim of
program evaluation is to inform and improve services, programs, policies and public

discourse (Greene, 2000). Although basic tenets of the process of program evaluation
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were used to inform the researcher, this case study is not a true program evaluation.
However, a case study that evaluates the implementation of a public policy program,
such as TennCare, has the elements of a good story, telling “what happened, when, to
whom and with what consequences” (Patton , 2002, p. 10).

With public policy program evaluation, deviations from intentions are common
and natural. Programs are implemented incrementally (this was true for TennCare).
Furthermore, programs are influenced by local conditions such as the availability of
MCOs and the willingness of providers to become involved, and by organizational
dynamics (including the changes in governors, other elected and appointed state
officials, and Federal officials, that occurred since the inception of TennCare, as well as
MCO vicissitudes). In Tennessee the continuing financial crisis has had a significant
impact on how the program was implemented and now managed.

Methodological Specifics
Data Sources

Consistent with case study research, multiple data sources were utilized.
Generally, in case study research, there are six sources of evidence: documents,
archival records, interviews, direct observations, participant-observations and physical
artifacts (Yin, 2003). This case study of TennCare included the review and analysis of
documents and interview transcripts. Documents that were reviewed included:
newspaper articles; correspondences, including e-mails; journal articles; the original
TennCare waiver application; the TennCare Partners waiver application; judicial
decrees; legislative documents; state, consultant, independent and task force reports;
other case studies. Informants that were interviewed included: two former Governors of
Tennessee; a former HCFA Administrator; a variety of state government executives,

advocates and managed care executives; and administrators, managers and caregivers
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from two community mental health centers, one integrated community health center and
one Federally-qualified community clinic.
Interview Specifics

Interviews were conducted during a five month period in 2005. Twenty-six
individuals were interviewed in twenty-one separate interviews. A pilot interview was
also conducted. A profile of study informants and interview specifics appears in the
following section.

Open-ended interview techniques were used to assess the perspective of the
person being interviewed (Patton, 2002). A presumption of this approach and key to the
study was that the perspectives of the complement of interviewees are “meaningful,
knowable, and able to be made explicit” (Patton, 2002, p. 341). Interviews were used to
capture a variety of perspectives and experiences. Interviews were arranged in advance
and all participants knew the general focus of the interview. Rather than following a rigid
interview protocol, the researcher maintained flexibility to be able to pursue whatever
direction seemed appropriate. Many questions flowed from the immediate context;
others resulted from the ongoing document review. As such, a predetermined set of
questions was not possible. This approach allowed the researcher to be highly
responsive to individual differences and perspectives. It is exactly these rich and
contextual differences that the researcher was seeking and obtained. Interviewees were
free, of course, to decline answering questions if they chose. Few did. Interviews with
all identified informants and the majority of anonymous ones were one hour or more in
length; some of the interviews were significantly longer than one hour.

Profile of Study Respondents and Interview Details
Informants were divided into two broad classes. The first group consisted of

public officials and senior level managers of BHO and provider organizations who did not
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have accountability for direct patient care. The second group consisted of mid-level
managers and supervisors in provider organizations and other informants that asked that
their identity be protected. Sixteen of the interviewees are identified; the identity of ten
of the interviewees is protected.

Table 1 provides a description of all identified study informants. In addition a
more detailed description of selected key informants follows.

Ned Ray McWherter-46" Governor of Tennessee. Governor McWherter is a
political legend to many in the state of Tennessee and throughout the south. He was
first elected to the Tennessee House of Representatives in 1968. Prior to being elected
the 46™ Governor of Tennessee in 1897, McWherter served as a popular Speaker of the
House under four Governors, Buford Ellington, Winfield Dunn, Ray Blanton and Lamar
Alexander. McWherter was elected Speaker of the House after only two terms in the
State Legislature and he served longer in the position than anyone else in Tennessee
history. As Speaker of the House, McWherter worked primarily with Republicans; two of
the four Governors McWherter served under were Republicans; only Ray Blanton was a
Democrat (Tennessee Encyclopedia of History & Culture, n.d.; University of Tennessee-
Memphis, n.d.; Wikipedia, n.d. b).

Governor McWherter is remembered as a progressive and honest leader
(Wikipedia, nd. b). As Governor, McWherter appointed the first African American
committee chairman in the south. Other noteworthy accomplishments include assisting
women legislators gain leadership roles in state government and the passage of the sate
“‘Sunshine Law”. McWherter also worked closely with his predecessor as Governor,
Lamar Alexander in reforming and enhancing the prison and education systems in the

state (Tennessee Encyclopedia of History & Culture, n.d.; Wikipedia, n.d. b). During his
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Table 1: Profile of Identified Study Informants

Interviewee Profile
Former Tennessee Governors
Ned Ray McWherter Democratic Governor of Tennessee who served from
1987-1995.
Don Sundquist Republican Governor of Tennessee from 1995-2003.
Former Tennessee Commissioners
David Manning Commissioner of Finance and Administration during the

entire McWherter administration. Currently Director of

Finance for Metro Nashville.

Manny Martins

Director of Medicaid Bureau during the McWherter
administration and then TennCare Director under three

govemors. Retired from state government in July 2005.

Dr. Warren Neel

Tennessee Commissioner of Finance and Administration
during the Sundquist administration from 2000-2003.
Currently Executive Director of the University of

Tennessee’s Corporate Governance Center.

Former Federal

Commissioners

Dr. Bruce Vladeck

Administrator of the Health Care Financing Administration
(HCFA,) of the U.S. Department of Health and Human
Services from 1993-1997, directing the Medicare and
Medicaid programs. Currently a Principal in the Health
Sciences Advisory Services practice of Emst & Young
LLP, and East Coast Director of its Academic Medical

Center service line.
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Table 1: Continued

Interviewee

Profile

Representatives from the Advocate Community

Gordon Bonnyman

Co-founder of the Tennessee Justice Center (TJC); has
served as the organization’s Executive Director since the
organization's inception. TJC is a non-profit public
interest law firm which serves poor citizens of the state of
Tennessee. A key figure in the development of TennCare

and actively involved in the program since.

Tony Garr

Executive Director of the Tennessee Health Care
Campaign, a state-wide advocacy organization committed
to affordable, accessible and quality health care for all
Tennesseans. Involved since before the inception of
TennCare and currently as an advocate and coordinator

of grassroots efforts.

Charlotte Bryson

Executive Director of Tennessee Voices for Children
(TVC) since 1995. TVC s an organization formally
organized in 1990 as a statewide coalition of individuals,
agencies and organizations working together to promote
children’s mental health service. Remains active with
efforts to promote the care of children throughout the

state.

Dick Blackbum

Executive Director of Tennessee Association of Mental
Health Organizations (TAMHO), a state-wide trade
association representing primarily community mental

health centers (CMHCs).
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Table 1: Continued

Interviewee

Profile

| Kelly Lang-Ramirez

Associate Executive Director of TAMHO at the time of

interview; has since left the organization.

BHO Representatives

Dr. Rene Lerer

President and Chief Operating Officer of Magellan Health

Services

Dr. Russ Petrella

Chief Operating Officer of their Public Sector Division of
Magellan Health Services; President of Tennessee

Behavioral Health and Premier

Ann Boughtin

Director of the Service Center and General Manager of
Magellan Health Services for the TennCare Partners
Program at the time of the interview; has since left the

organization.

Executives of Provider Organizations

Brian Buck

Chief Operating Officer of Ridgeview, a community
mental health center with facilities in five counties in east

Tennessee

Glenda Sublett

Administrator and Vice President for Peninsula Hospital,
Peninsula Hospital provides mental health and
alcohol/drug crisis stabilization services for adults,

adolescents and children
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tenure, McWherter created a legacy of balanced budgets, new roads, a streamlined
state government and increased funding for public education (Tennessee Encyclopedia
of History & Culture, n.d.).

McWherter was a popular Governor who was re-elected to a second term with
almost two-thirds of the vote. In his bid for a second term, McWherter was supported,
tacitly and fairly openly, by many prominent Tennessee Republicans. There is general
consensus that had it been permitted and McWherter desired it (he did not), McWherter
could have easily won a third term (Wikipedia, n.d.).

Governor McWherter's belief in the need for health care was born of his own
experience growing up poor as a sharecropper’s son. Despite being a millionaire by the
time he was elected Governor, McWherter never forgot his roots. When | met with
McWherter he related a story that | later learned was somewhat legendary. He said,

[President] Clinton used to say, “Keep your hand on your pocketbook. Here

comes the poor guy.” | was born on a round oak table in my mother and daddy’s

kitchen. That's the way people were born back then in the country...| think

[when] people need health care services...we need to make them available and

when you're really in trouble, you need the latest technology that money can

buy...| believe a poor person’s entitled to the same as a rich person (transcript of

a recorded interview, 2005, February 2, lines 941-950).

Governor McWherter is not a partisan man. Rather than being divisive, he is
focused on finding common ground among diverse parties. This is the foundation of his
success as a legislator, later as Governor and finally as senior statesman of the
Democratic Party. Bill Clinton has aid, “He is a very good man, and he relate[s] well to
everyone. These so-called red and blue divisions we have today are more about culture
and clan than real issues” (Hillman, 2004, December 26b). A young politician who
benefited from his tutelage said of McWherter, “I was amazed at how he could bring

people who didn't want to talk to each other into his office and he would work things out

and achieve a consensus. That was the best education, to sit in a corner of his office
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and watch him interacting with people” (Matt Kisber as quoted in Hillman, 2004,
December 26b). Lois DeBerry, a prominent African-American and second-ranking
member of the Tennessee House of Representatives said of McWherter,

He erased lines of race, party affiliation... Ned was just the real test of a politician.

He really removed partisanship from the legislature. He believes in working for

the common good, and it doesn't matter if you're Republican or Democrat. That's

the kind of attitude he has. When you can walk with kings and queens, and you
keep in touch with the ordinary person-he is that kind of man.

You know, you can get along with anybody when you have fairness, values and

integrity, and he does (Hillman, 2004, December 26b).

Governor McWherter is a big man with a large presence. He fills a room and you
are drawn to him. He is kind, warm, gracious and gregarious. He is very approachable
with little pretense. The simplicity of Governor McWherter's presentation of his ideas
and speech belie the complexity and tenacity of his vision. Bill Clinton has said, “He'll
act like ‘country come in,’ but he's smart as the devil” (Hillman, 2004, December 26b).

| was impressed with his abiding faith in the goodness of people and his
optimistic outlook. McWherter clearly sees the possibilities in situations, instead of the
obstacles. Former President Jimmy Carter said of McWherter,

We're similar in our style, which is based on the bedrock of where we came from.

We both come from small towns, and we grew up where your word is your bond.

You do what you think is right and follow your conscience. He advised me to

follow my core values and faith in Washington. Sometimes that's costly politically,

but that is the right thing to do. We have both lived our lives in that way. Ned is
such a wonderful person, so smart and so fair. The caring he has for the people
has always led him to do the right thing for Tennessee (Hillman, 2004, December
2004b).

In listening to the Governor, you are impressed with his personal involvement.
He is very “hands on” and revels in the personal relationships and stories which
characterize his career and accomplishments.

| met Governor McWherter at his condominium in Belle Meade not from the state

capitol in Nashville. | was met at the door and led up to a traditional and elegant parlor

59



by an aide to the Governor who then left the premise. The Governor joined me in the
parlor and promptly asked if it was okay to meet in the kitchen “where it is more
comfortable’.  For over one and one-half hours we sat at the kitchen table as the
Governor told me about himself, his personal and political beliefs and how TennCare
was created.

Don Sundquist-47" Governor of Tennessee. Don Sundquist has the current
distinction of being the Governor for the longest tenure since the inception of TennCare.
Despite expressing opposition to the program during his bid for Governor, he became
convinced of the value of the program. Sundquist, a political conservative, ran for
Governor of Tennessee (against Phil Bredesen, the current Governor, who he
surprisingly beat by a wide margin) in 1994 after serving six terms as a U.S.
Representative from the Sixth Congressional District. Sundquist succeeded McWherter
who was barred from seeking a third term (Wikipedia, n.d., a).

Sundquist is most known for the immensely unpopular stance he took in support
of a state income tax in a state very adverse to the plan. Although the issue of a state
income tax dominated Sundquist's second term (to which he was easily elected over
John Jay Hooker) and he was able to garner some support from the Republican
business community and from many Democrats who relished the idea of being able to
implement a tax while being able to blame the Republicans, the idea failed and was
instrumental in the political fall from grace that Sundquist experienced (Wikipedia, n.d.,
a). The contentious debate about a state income tax detracted from other priorities
during Sundquist’s administration, notably TennCare.

Governor Sundquist has a keen interest in health care and reform at the national
and state level. He is currently serving as the head of a national panel appointed by

President George W. Bush to improve Medicaid.
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I met with Governor Sundquist on two occasions at Bank East in downtown
Knoxville. Sundquist is a member of the bank’s Board of Directors. On both occasions,
Governor was accompanied by Dr. Warren Neel who served as the Commissioner of
Finance and Administration for a period of time (2000-2003) during Sundquist’s
administration.

| did not expect Don Sundquist to care so deeply about the value of providing
health care to the neediest Tennesseans. | was impressed with his candor and his
thoughtfulness about what needs to be done about health care. | sensed he was
frustrated by barriers he encountered in the management of the TennCare program. |
found Sundquist to be contemplative about how we can solve the issues of health care
access and costs in our country. What impressed me each time | interviewed Governor
Sundquist and in subsequent discussions was that although his motivation for wanting
affordable and accessible health care was different from Governor McWherter's (when
Governor Sundquist talks about health care, it is less personal and more linked to the
financial impact that issues of cost and access have on the state and national economy),
he is no less committed to the idea than anyone else | interviewed. Next to Dr. Vladeck,
Governor Sundquist talked most about the interface between national and state reform
efforts.

In summary, Don Sundquist illustrated for me how complex issues of health care
access and costs are. Sundquist also showed me that traditional paradigms about
Republican and Democratic differences are dysfunctional and detract from the common
ground that can be forged when reasonable people are brought together for common
purpose despite their motivations.

Gordon Bonnyman, Jr.-Executive Director of the Tennessee Justice Center.

Gordon Bonnyman seems like an unlikely advocate. He was raised in a wealthy
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Knoxville family and received his baccalaureate degree from Princeton (he later received
a Law degree from the University of Tennessee). But a strong sense of social justice,
rooted in a strong faith, propelled him to advocacy and representation of low income
clients in a variety of civil matters, including housing and consumer law, prison reform,
public benefits, rights of disabled individuals, nursing home reform, juvenile procedures
and civil rights. Before the inception of the Tennessee Justice Center, Mr. Bonnyman
was a Legal Services attorney for 23 years. Since he co-founded the Tennessee Justice
Center in January 1996, where he has served as the Center’s only Executive Director,
he has focused on health care access for poor and uninsured persons (Tarr, 2001, June
25; Tennessee Justice Center, n.d.).

Gordon Bonnyman was part of Governor McWherter’s inner circle in the creation
of TennCare. Over time, rather than being part of the inner circle, Mr. Bonnyman
became the main figure in legal and other challenges to the operation of the TennCare
program in the Sundquist and Bredesen administrations and in the reform efforts more
recently initiated by Governor Bredesen. Mr. Bonnyman’s transition from ally to
adversary is a key factor in the telling of the TennCare story.

Consistent with my experience with others | approached with a request for an
interview, Mr. Bonnyman was immediately open to the idea. Like others, he seemed
eager to share his thoughts on TennCare. Although he was the first that | was able to
contact for an interview, actually conducting the interview was toughest of all. Mr.
Bonnyman was always gracious, but gaining access was difficult because of the last
minute (and eventually failed) negotiations between Governor Bredesen and Bonnyman
at the end of 2004 and later in early 2005 because of the preparations necessary to
challenge the eventual plans of Governor Bredesen. Initially Mr. Bonnyman was

reluctant to commit to a specific meeting time. He did call on two occasions for an
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impromptu phone interview which was logistically not possible either time. On a separate
time, we arranged a phone interview in advance, but Mr. Bonnyman was not available at
the appointed time. When Mr. Bonnyman called at a later time, | happened to be on a
break between a series of scheduled interviews in Nashville. Although Mr. Bonnyman
initially resisted my suggestion that | come immediately to his office, he eventually
yielded to my insistence.

Mr. Bonnyman'’s office was undoubtedly the most humble of all | visited. It was
small and with stacks of papers and books everywhere. The office could easily have
been one of a mid-level manager in a rural public health department or some similar
official. All of this was quickly invisible once the interview began and proceeded at
breakneck speed.

Mr. Bonnyman is keenly intelligent, eloquent, persuasive, passionate,
exceedingly polite and unassuming. He is able to deftly and quietly capture you with a
weaving of words and ideas. Although you have to strain to hear what Mr. Bonnyman is
saying at times since he is so soft-spoken, you are quickly caught-up in a strong wave of
ideas and passions. When Mr. Bonnyman talks, it is so much about the people he is
dedicated to serving and so little about himself.

| was also impressed with Mr. Bonnyman’s strong and personal feelings for the
people that he sees as barriers to his missions. Mr. Bonnyman is a passionate partisan.
He makes no effort or pretense about considering contextual influences or alternative
views. Mr. Bonnyman presents himself as a single-minded reformist.

My hour with Gordon Bonnyman passed quicker than any other interview. Mr.
Bonnyman has been very gracious in responding to requests for additional information
and clarification since | met with him. He is meticulous, exacting and exceedingly

gracious.
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Dr. Bruce Vladeck-Former Administrator of the Health Care Financing
Administration. | was referred to Dr. Bruce Vladeck by Dr. Donna Shalala (who is the
current President of the University of Miami and the former Secretary of the Department
of Health and Human Services during the Clinton administration) when | requested an
interview with her. She suggested that Dr. Vladeck would be a better informant. My
initial disappointment was borne of ignorance. | was not aware how valuable it would be
to meet with Dr. Vladeck and how impressive he would be. | was not aware of Dr.
Valdeck’s role or his activism in the delivery of health care benefits in the public sector.

Dr. Vladeck majored in government at Harvard University. He received a Ph.D.
in political science from the University of Michigan where he was mentored by Dr. John
Kingdon who formulated the Policy Streams Model that is widely used by those
interested in agenda setting in public policy. Dr. Vladeck was the Administrator for the
Health Care Financing Administration (HCFA), the predecessor to the Centers for
Medicare and Medicaid Services (CMS) from the spring of 1993 through 1997 where he
had oversight of the Medicare and Medicaid programs. In this role he had direct
involvement with TennCare. Dr. Valdeck is a respected policy scholar with frequent
publications and a history of collaboration with other scholars.

I met with Dr. Vladeck at his office in New York City where he is currently
employed as a Principal in the Health Sciences Advisory Services practice of Ernst &
Young LLP, and the East Coast Director of its Academic Medical Center service line.
Interestingly | was subjected to more security screening and procedures in my visit with
Dr. Vladeck than | was with any other interviewee. | attribute this to Dr. Vladeck’s office
location and the aftermath of the destruction of the World Trade Center.

Dr. Vladeck was very personable and kind. | was privileged to be part of an

interview that was more of an intimate intellectual discourse than any other. Dr. Vladeck
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was able to deftly share his experience and perspective on TennCare while centering
the discussion on important political and philosophical questions. Years of government
experience have made Dr. Valdeck very pragmatic, but his pragmatism is rooted in a
very studied and compelling philosophical and political worldview.

David Manning-McWherter's Commissioner of Finance and Administration.
David Manning was the Finance and Administration Commissioner during the entire
McWherter administration. He was an example of a McWherter's interest in and
success with identifying young talent, cultivating that talent and providing invaluable
support. Manning is also an example of the loyalty and effectiveness that resulted from
this practice.

David Manning reminded me of many corporate controllers | have worked with
previously. He is extremely confident and very competent. You also get the impression
that Mr. Manning is very cunning. He has a keen wit and a sly sense of humor. When |
met with him, he was very forthcoming with facts and ideas, but he revealed little of
himself. He was welcoming without the genuine warmth of a man like Governor
McWherter or Dr. Vladeck.

David Manning was very factual when | met with him. He was precise and
definitive in his recollections and assessment of events and issues.

What impressed me about Manning was his single-mindedness of purpose and his
ability to evaluate options and deflect criticisms by his adherence to well thought-out
principles that ground his visions. | was impressed that he was the glue that held
together the idea of TennCare in the beginning. In his interview, he was dogmatic about
the ideas that defined TennCare (e.g., the virtues of managed care and market-based
competition) and unabashed in his criticism of the failings in program management since

Governor McWherter left office.
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The interview with Mr. Manning was conducted across his very large desk in his
spacious office in Nashville. From Mr. Manning’s office you can look up to Manny
Martin's office. Despite the proximity, the two former partners seemed worlds apart.
Manning lamented how ineffectively Martins was being used and was critical of
Governor Bredesen’s handling of TennCare. Manning’s criticism seemed to emanate
from his conviction that the TennCare concept was still viable, and one way to actualize
its promise was to better deploy Manny Martins.

Manny Martins-Director of the Medicaid Bureau and TennCare Director. You
might pass Manny Martins on the street without a second look, but you will never forget
him once you have had the privilege of talking with him like | did. When [ think of Mr.
Martins, | am first reminded of his compassion. He is the epitome of the tireless,
committed public servant who is genuinely concerned about those he serves. | am also
immediately reminded of how grounded Martins is. He is very accomplished by virtue of
his many experiences (in state government, private sector business and higher
education administration), yet he is constantly searching for the evidence to enlighten his
experiences.

Mr. Martins is not flashy, but he is rock solid. He is the kind of person that
engenders trust and confidence. He is not a partisan, as evidence by his service under
three Governors. Mr. Martins has the unique distinction of serving as the first TennCare
Director in the McWherter, twice in the Sundquist administration and once again during
the Bredesen administration.

| met with Mr. Martins in his 27" floor office in the Tennessee Tower in Nashville.
The Tennessee Tower is a state office building that is a prominent point in the Nashville
skyline. From his vantage point, Martins has a panoramic view of Nashville. | equated

this expansive view with Mr. Martins expansive view of TennCare and his perspective as
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an accomplished state administrator contemplating his legacy and transitioning towards
his departure from state government.

Tony Garr-Executive Director of the Tennessee Health Care Campaign. My
interview with Tony Garr, the first after my pilot interview, was conducted in Knoxuville
following a meeting he led with representatives from the social services community. In
this meeting | observed Mr. Garr’s grassroots advocacy. The attention that the
organization Mr. Garr heads, the Tennessee Health Care Campaign, brought to the
issue of health care access for marginalized people was instrumental in the inception of
TennCare and has been a complement to the work of other advocates ever since.

Mr. Garr has been very helpful since | first contacted him. He is very resourceful
and efficient in garnering and using resources. Garr deflected any personal attention,
always putting his clients first and he was very deferential to his colleagues, most
notably Gordon Bonnyman.

Table 2 provides a profile of anonymous study informants.

Informed Consent and Other Participant Protections

Methods and procedures used with anonymous informants differed from those
used for all other informants. The confidentiality of anonymous respondents has been
strictly protected (see Appendix E for a sample consent form used with providers). Only
the researcher, transcriptionist and the dissertation committee chairman know the
names of the anonymous respondents. The transcriptionist signed a confidentiality
agreement (see Appendix F for a sample agreement).

Because of the public visibility of all non-provider respondents, they were asked
to not be anonymous (see Appendix G for a sample of the consent from used with non-
provider respondents). However, each respondent was given the option of not being

publicly identified. One of the respondents in this class selected this option.
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Table 2: Profile of Anonymous Study Informants

Category

Profile

~ Member of the TennCare Partners Roundtable

A federally-funded Medicaid researcher

Managers and Supervisors of community-based

organizations

Director of Children and Youth Services employed by an

East Tennessee community mental health center

Top-level administrator of residential and outpatient

services for a full-range behavioral health care provider

Admissions Director employed by an east Tennessee full-

range behavioral health care provider

Direct care providers or mid-level managers of care

delivery

A Master's-prepared social worker employed as a case

manager

Intake Coordinator of an east Tennessee full-range

behavioral health care provider

Customer Services Specialist from an east Tennessee

full-range behavioral health care provider

A pediatrician practicing in a full-range community health
care clinic as the primary provider of an integrated multi-
disciplinary team delivering primary care services to a

primarily Medicaid population

A Master's-prepared social worker practicing in a full-
range community health care clinic as a provider of an
integrated multi-disciplinary team delivering primary care

services to a primarily Medicaid population

A Family Nurse Practitioner employed in a federally-

qualified primary care clinic
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Verbal and written explanations (see Appendix H) were provided to each
potential interviewee prior to obtaining informed consent, and a copy of the explanation
and consent forms were given to applicable participants along with researcher contact
information. Signed consents were obtained prior to beginning the first interview. In
addition, letters of approval from the applicable department or agency head, as well as
IRB approval, were secured prior to approaching any individual employed in the
respective department or agency. The original signed consent forms and agency letters
of approval were delivered to the dissertation committee chair for secure storage. In
addition, copies of the agency approval letters were delivered to the University of
Tennessee Office Of Research, as requested.

All interviews were audio-taped using a digital voice recorder. Digital voice files
were uploaded to the researcher’s personal computer. All digital audio files of interviews
are stored on a password-protected personal computer in the researcher’s locked home
office. These audio files will be destroyed at the direction of the dissertation chairman
once all requirements for a successful defense have been met. Printed typed transcripts
are stored in the researcher’s locked home office. The transcripts of confidential
sources do not contain personal or other information that could be used to identify these
individuals; only pseudonyms are used. Copies of the digital audio files were burned to
compact disks (CDs) for transcription. All CDs have been returned to the researcher.
The CDs are stored in the researcher’s locked home office. They will be destroyed at
the same time that the audio files are destroyed.

Transcripts and Field Notes
All informants were mailed a copy of their transcript and given the opportunity to

review their transcript for any additions or changes. A self-addressed, stamped
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envelope was included in the mailing for return of corrected transcripts. Informants were
notified that transcripts would be considered accurate if the transcript was not returned
with any modifications, additions or deletions within 10 days of the postmark date. A
sample of the cover letter that was included is shown in Appendix J.

Ten of the transcripts were returned with edits. The edits that these
respondents made were not substantial with the exception of one respondent who
deleted comments that could be sensitive if misconstrued.

The researcher dictated field notes at the end of each interview. These notes
were transcribed with the interviews and are included with the printed copies (field notes
were not included with the transcript copies sent to each respondent). Field notes
included observations made during the interviews, and any information obtained from
study participants before or after the tape recorder is turned off were recorded as field
notes. Additional field notes also included researcher impressions, feelings, thoughts or
experiences. Field notes were also used to begin the explication of emerging ideas.
Data Analysis

Data collection and analysis occurred simultaneously in a fluid, interactive and
dynamic process. Interview questions were continuously refined and focused as
patterns and themes emerged. By its nature, case study research involves following the
threads of such patterns and may require additional resources in order to adequately
build the database (Yin, 2003).

Themes were used to organize the vast amount of interview data. The salience
of themes that emerged in early interviews were challenged, clarified and further distilled
by an iterative process of content analysis that included multiple close readings of
interview transcripts and documents. The goal of content analysis was to identify

prominent and recurring themes and patterns among the various data sources (Patton,
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2002; Polit & Beck, 2004; Waltz, Strickland & Lenz, 1991). Themes were further
developed through the clarification and testing of ideas with stakeholders and
confirmation of details with document sources. Each theme was also organized through
the construction of a chronological history of events.

Analytical quality was enhanced by data triangulation. The retrospective
recollections of events and key impressions captured in recorded interviews were
triangulated with a wide variety of time-stable documents. Triangulation is “the process
of using multiple perceptions to clarify meaning, verifying the repeatability of an
observation or interpretation” that “serves to clarify meaning by identifying different ways
the phenomenon is seen” (Stake, 2000, p. 443).

The purpose of triangulation is to test for consistency. It is not expected that
different data sources will yield the same results (Patton, 2002). Each data source and
analysis yields a new perspective. With a complex phenomenon like a public health
policy, differences are expected and were examined closely to derive new meanings and
perspectives.

Analysis also involved primary reflection by the researcher and interaction with
members of the researcher's dissertation committee skilled in the techniques of
qualitative research and details about the TennCare program.

Conclusions

A case study researcher needs to be mindful about threats to validity and
reliability. There are special challenges in case study research because the researcher
is the primary instrument of analysis and because the researcher needs to be flexible,
and open and responsive to emergent issues. Careful thought, planning and
collaboration are necessary for maximizing the potential of case study research while

maintaining focus and rigor.
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CHAPTER 5: TENNCARE VISION AND DEVELOPMENT
“I| believe that people in need are entitled to accessible, available, and affordable
health care. That’s my three As” (transcript of a recorded interview with N. McWherter,
2005, February 02, lines 399-400).

“We believed that it was important to move the...[Tennessee] Medicaid
Program...to a managed care system and put competitive pressure on the health care
system that at the time didn’t exist...what we attempted to do was...to cover not only the
eligible Medicaid population but to cover the uninsured/uninsurable population”
(transcript of a recorded interview with M. Martins, 115-136).

Introduction

A convergence of factors paved the way for the development of the TennCare
concept, a concept consistent with a long-held vision of Ned Ray McWherter to provide
accessible and affordable health care for all Tennesseans. McWherter and his team of
David Manning and Manny Martins capitalized on these factors to fulfill these lofty
objectives...and to avoid a fiscal collapse in the state.

Factors that were influential in the development of TennCare related to people,
purpose and context. Among the most influential factors were an impending crisis in
Medicaid funding precipitated in part because of unfunded federal mandates, the demise
the funding strategies employed by the state of Tennessee in response to the growing
financial crisis, recommendations developed by the Tennessee Medicaid Task Force
appointed by McWherter and the state’s experience and eventual success with
introducing managed care to state employees.

A host of other factors facilitated the acceptance of TennCare. These included:
the election of Bill Clinton as President of the United States, an unlikely alliance forged
by the McWherter administration, the dominance of Blue Cross Blue Shield of

Tennessee and a very calculated strategy to exclude detractors of McWherter’s ideas

and move at a very rapid pace.
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TennCare Development

The Conception of a Radical New Idea

Several experiences, collaborations and agreements (explicit and tacit) were
employed by Governor McWherter, Manny Martins and David Manning to support the
acceptance and development of the concept of TennCare. The success McWherter had
in addressing issues with Tennessee prisons was instrumental in paving the way for
TennCare. In addition, the experience the McWherter administration had with the State
Employee Health Insurance Plan and their collaboration with Blue Cross provided the
experience, organizational structure and needed contingencies to launch TennCare.
Prior to the development of the concept of TennCare, Governor McWherter appointed a
Blue Ribbon Task Force, headed by current U.S. Senator and Majority Leader, Dr.
William Frist, to secure support for the need for a radical restructuring of the state’s
Medicaid program. In addition, the past experiences the McWherter administration had
working with the Tennessee Legislature had created a pattern of cooperation that was
leveraged in the creation of TennCare. Finally the McWherter administration, in a
departure from the status quo, solicited the support and involvement of the advocacy
community while severely limiting the influence of the traditionally dominant provider
community.

Governor McWherter served two terms as Governor from 1987-1995 (see Table
3 for a summary of the terms and political affiliations of recent Tennessee Governors
and U.S. Presidents). It was during the waning days of his administration, after
addressing his other key objectives of better education, roads, jobs and prisons that he
turned his attention to access to health care for the state’s most needy (Friar, 1999). In
early 1993 he presented his draft plan for Medicaid reform to the Tennessee General

Assembly. In six weeks he had secured their endorsement and submitted a detailed
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Table 3: Tennessee Governors and U.S. Presidents: Affiliations and Terms

U.S. President Tennessee Governor

Ronald Reagan (R)-1981-1989 Lamar Alexander (R)-1979-1987
George H. Bush (R)-1989-1993 Ned Ray McWherter (D)-1987-1995
Bill Clinton (D)-1993-2001 Don Sundquist (R)-1995-2003
George W. Bush (R)-2001-present Phil Bredesen (D)-2003-present

waiver application and plan to HCFA (McWherter, 1993). That approval was received
five months later and the program was implemented 46 days after that, a total of just
over six weeks! Several events and key decisions facilitated the radical and rapid
deployment of TennCare. A discussion of these follows.
A Crisis in Medicaid Funding

A crisis in Medicaid funding that had actually begun in the prior administration of
Governor Lamar Alexander (1979-1987) and then escalated in the McWherter
administration, was the impetus for the creation of TennCare. Between 1984 and 1991,
the federal government issued regulations that first allowed and then required states to
expand Medicaid eligibility to pregnant women and children. When Governor McWherter
assumed office the state budget for covering the 500,000 Medicaid enrollees was $1
billion. By 1993 costs had tripled to $3 billion and enroliment had doubled (Manning,
1995). According to David Manning these increases were due to,

An aggressive series of what became known as unfunded mandates [emphasis

added] on states, where [the administration of President George H. Bush] was

fairly aggressively expanding coverage, a lot of it focused on children and pre-

Medicare [enrollees]....but they weren'’t providing any relief for the states and

they weren’t making it optional. (transcript of recorded interview, D. Manning,

2005, March 11, lines 59-65)

Tennessee’s response, developed by Governor McWherter, Manning and

Medicaid Director Martins, paved the way for the eventual restructuring of Medicaid in
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Tennessee through the creation of TennCare. By leveraging the availability of federal
matching funds and permissive regulations that allowed them to broker a provider tax
supported by the Tennessee Hospital Association, their plan was able to avoid new
state-initiated taxes and cuts in the Medicaid program. This was essential, given the
McWherter administration’s negative experience with proposing additional state taxes.
The state of Tennessee initially funded the escalating costs by using “voluntary”
provider donations and later by provider taxes and fees. According to Manning,

We took that opportunity to solicit those donations, and we received them and
other significant amounts and were able to expand coverage particularly for
pregnant women, as well as children, at a rate which was considerably faster
than would otherwise have been possible. Somewhere toward the end of the
“80s, maybe the very early “90s, Congress and the first Bush administration
looked up and said, “This is working too well, and we need to do something to
discourage this because the States are...being too effective at doing this.” So
they attempted to regulate more directly what you could do. That got a little bit of
push back from the States. By the early “90s, there was a change made in that
regulation, but it was a change made by Congressional act that really didn'’t
restrict it; it opened the door much broader to what you could do to generate
Federal revenue for Medicaid programs. So we did. We were able to expand to
sustain the growth of the program and the opportunities that had been created for
expanding coverage. About that time, though, the Bush administration really
engaged and said they would have to write a change by regulation those things
and stop that practice from occurring. We worked closely with the National
Governors” Association and was able to block the Bush administration’s efforts in
that area and then worked a compromise for the National Governors” Association
to essentially enable Tennessee to continue doing at the same levels much of
what it had been doing in the past. All of those machinations that occurred at the
State and Federal level did wind up causing us to change what had been a
“voluntary donation” program into a provider tax program. That provider tax
program was about to run out because it had some set provision in it toward the
end of 1993, and in order to address the funding problem that would create,
something significantly different had to be done. (transcript of recorded interview,
2005, March 11, lines 70-97)

The experience of dealing with the voluntary donations and the provider tax laid
the foundation for the success of the team of McWherter, Manning and Martins in

creating TennCare.
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Blue Ribbon Task Force

The focus of the Blue Ribbon Task Force, appointed by Governor McWherter
and headed by Dr. William Frist, was to discuss the problems the state faced with
increasing Medicaid costs and “help to educate the general public and the General
Assembly about what the state would encounter if we were to try to cut our way out of
the problem”, according to David Manning (transcript of recorded interview, 2005, March
11, lines 178-182). The Task Force concluded that the state had three options. These
were to increase taxes, a very unpopular idea; reduce Medicaid services, an idea
Governor McWherter opposed; or significantly reform the delivery and financing of the
state’s Medicaid program, an idea that had some traction nationally and appealed to
McWherter and his team. The task force paved the way for justifying the need for the
radical reforms that were proposed when the plans for TennCare were unveiled. The
task force helped “the public understand the consequences of the rather dramatic cuts
that would occur if in fact the changes were not made” (transcript of recorded interview,
D. Manning, 2005, March 11, lines 137-138).
The State Employees Health Insurance Plan

In addition to rising Medicaid costs, Governor McWherter was challenged with
the same in the State Employees Health Insurance Plan. To solve the problem,
David Manning turned to Blue Cross-Blue Shield of Tennessee in 1988 to develop a
managed care plan. The state was able to wield influence with Blue Cross-Blue Shield
because they were one of Blue Cross-Blue Shield’s largest customers. Working closely
and exclusively with Blue Cross-Blue Shield, the state was able to roll-out a statewide
network of providers for the alternative delivery of health care services for state

employees. The Tennessee Provider Network, known as TPN, was implemented in
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1988 as a capitated plan. TPN eventually became the backbone of the TennCare
delivery system.

According to David Manning, there was a “great deal of controversy” about the
state employees managed care plan when it was introduced, and it took “Blue Cross
about two years to sell it to a million Tennesseans” (transcript of recorded interview,
2005, March 11, lines 168, 164-165). The experience laid the foundation of the strategy
that would eventually define TennCare and gave the McWherter administration the
confidence to propose and eventually implement a radical change in their Medicaid
program. Manning recalled that, “We...understood that you could change the structure
of your programs, provide a level of consistent care, in cases improve care, and reduce
costs if you are willing to use the marketplace to make that happen. That backdrop, that
experience, even though it had been controversial, led us to believe that you could do
the same things with Medicaid” (lines 168-173).

Many providers and state employees resisted the start of the TPN. However,
over time, employee concerns diminished and by the early 1990s the TPN was serving
over one million Tennesseans through private health plans (Manning, 1995). According
to Manning, “the development of TPN clearly demonstrated that any effort that really
creates a change in the health care system will be politically controversial, but the fact
that we survived the strife and achieved cost control and quality of care made a lasting
impression” (p. 24).

A Unique Alignment of People and Purpose

Governor McWherter, David Manning and Manny Martins had unique and
complementary experiences and expertise matched with a common vision. McWherter
was a savvy, popular and well-connected political leader in the waning days of tenure as

governor who was willing to expend political capital on his long-term vision of helping

[£4



disadvantaged people. Manning was a bold financial innovator with great political
acumen and negotiating insight. Martins, a solid and pragmatic administrator,

understood the Medicaid program.

According to Manny Martins,

The Governor wanted to provide comprehensive health insurance to people...He
truly wanted to do that. The Commissioner of Finance at the time, David
Manning,...[is] a very sharp individual, very smart, and [he] understood the
dynamics of financing and health care. He had his heart in the same place as
the Governor’s. | happened to be the Medicaid Director at the time. | happened
to have my heart in [TennCare] also...All of us were in the position to make
TennCare happen. All of us philosophically, management-wise, every other way,
saw [TennCare] as something we really wanted to get done. | had staff in here at
the time that was very, very good as well....It just jelled. | mean, it really jelled.
So | think the fact that David [Manning] was where he was, the Governor was
where he was, | was where | was, really, really helped. | think all of us had a
certain amount of credibility with the Legislature. (transcript of recorded interview,
2005, March 11, line 672-688)

Tony Garr adds Gordon Bonnyman to the inner circle of essential creators of

TennCare, saying,

It wouldn't have happened without Governor McWherter. It would not have
happened without David Manning, and it wouldn’t have happened without Manny
Martins. And | think | could say it wouldn’t have happened without Gordon
Bonnyman. So there were four key players: Gordon, Manny, David, and the
Governor....I think the two key players were really David Manning and Gordon
Bonnyman. David Manning came to the point where he said, “I can’t beat
Gordon, and so I've got to figure out a way to work with Gordon.” And Manny
Martins and David Manning came up with this sketch [of] what it might look like. |
think, | may be wrong, but | think probably after David Manning talked to the
Governor about it, probably the very next person he talked to was probably
Gordon Bonnyman. Or if it wasn’t Gordon Bonnyman, it was probably Blue
Cross-Blue Shield. | think they recognized early on that Gordon played an
important role. | think also that administration realized that this is really a political
animal in that unless there was some political considerations given to this, unless
they realized it was a political animal, it was never going to pass. And so, David
Manning was very good politically. And it's my understanding that Manny
Martins made it clear to David Manning, “I'll be glad to run this thing. Tll be glad
to run this thing. | can make the nuts and bolts work together. But I'm not going
to stand in front of the legislative committees explaining this or trying to do this,
so you're going to have to do that.” | think there was an unspoken agreement
that David Manning would do all the talking, and he was the one that did. He
was the one that appeared before all the legislative committees. (transcript of
recorded interview, 2005, March 11, lines 105-116)
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Dr. Bruce Vladeck supported Garr's idea of the vital role of Gordon Bonnyman
saying, “one of the pivotal supporters of TennCare in the summer and early fall of 1993
was Gordon Bonnyman, who wrote us a number of letters and called me a couple of
times” (transcript of recorded interview, 2005, March 4, lines 185-187). Dr. Vladeck also
related that a year or so later “when Gordon [Bonnyman] was complaining about some
part of the program and giving us a very hard time, and he can be very obnoxious when
the mood strikes, and | saw him at a conference, he said, “How can you let this
happen?”. | said, “Gordon, this whole program would not be there if you hadn’t been
one of its major supporters” (lines 193-197).

Relying on the Bench Strength of Blue Cross-Blue Shield

Both the organizational capabilities of Blue Cross-Blue Shield and its success
with the State Employees Health Insurance Plan were essential to being able to
accomplish the TennCare roll-out in the timeframe developed. Blue Cross-Blue Shield
was the “organization that had the capacity to do the whole thing, if they had to do the
whole thing” (transcript of recorded interview, D. Manning, 2005, March 11, lines 202-
203). Although the administration “didn’t really want one organization to do the whole
thing” (lines 203-204), they were confident Blue Cross could, if necessary.

Changing the Seating at the Table

Providers, including physicians, hospital representatives and others, have been
traditional powerbrokers in any debate about the delivery of health care services.
Frequently consumers of health are excluded from meaningful participation. With
TennCare, the McWherter administration changed these dynamics. Governor
McWherter made a deliberate decision about who would be included in the development
of TennCare; he made the unorthodox decision to include the consumer advocates and

exclude the providers.
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An important battle with providers had been won with McWherter administration’s
roll-out of the TPN with Blue Cross-Blue Shield for state employees. As they prepared
to address the Medicaid crisis, McWherter, Martins and Manning formulated a new
strategy. Rather than drawing powerful provider groups and representatives into the fold
for discussions about the reform of the state’s Medicaid program, they turned to the
advocates, most notably Gordon Bonnyman and Tony Garr, who represented the people
the program served. The McWherter team thought it was essential to “have the
advocacy community with us” (transcript of recorded interview, D. Manning, 2005, March
11, lines 204-205). Manning recounted how the administration “spent a great deal of
time, early in 1993, and perhaps a little in late 1992, conferring with Blue Cross and
conferring with Gordon [Bonnyman] on behalf of the enrollee groups and [we] developed
a good working relationship (transcript of recorded interview, 2005, March 11, lines 211-
215). “Initially skeptical to the initiative, advocacy groups eventually supported what they
labeled as a “labor/management” deal with state administrators because of the goodwill
generated with the state’s earlier use of provider taxes and DSH payments to expand
the Medicaid program and their recognition that more poor families could be given health
insurance under managed care” (Friar, 1999, p. 6).

Manning further related that, “we were able to move forward with a cooperative
approach that presented a united front to what was known as HCFA in those days”
(transcript of recorded interview, D. Manning, 2005, March 11, lines 216-218). The
TennCare application for a Section 1115 Demonstration Waiver submitted by Governor
McWherter to Secretary Donna Shalala of the Department of Health and Human
Services (McWherter, 1993), who Dr. Vladeck reported to, included numerous letters of
support, including one from Gordon Bonnyman who was then with Legal Services of

Middle Tennessee, as well as one from Glen C. Watson Jr., a Senior Vice President with
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Blue Cross-Blue Shield of Tennessee. In addition to Blue Cross-Blue Shield and the
advocates, the state also garnered the support and assistance of the Tennessee
Primary Care Association, the Appalachian Regional Commission, the state’s chapter of
the American Association of Retired Persons (AARP), nurse practitioner and physician
assistant associations, the perinatal association and the psychological association (Gold,
Frazer, Schoen, 1995).

By bringing Bonnyman and the advocates into the fold, McWherter’s team not
only removed a barrier to being granted the requisite federal waiver. They also secured
some cover from the inevitable fall-out associated with TennCare’s accelerated timeline
and the magnitude of change imposed. A part of the group that worked on the
development of TennCare, Gordon Bonnyman made apparently tacit agreements
regarding inevitable problems. According to Tony Garr, a close colleague of Gordon
Bonnyman,

David Manning knew that starting a whole new program was going to create a

whole new set of problems that he hadn’t dealt with before. | think he was smart

enough to basically bring Gordon on board early on saying that, “There’s going to
be problems. You know, we’re not going to do everything right. We don’t have
the data systems to handle this as good as we’d like to. We’ll do the best job we
can, and we want you all to be partners with us and not fight me in court because
somebody gets terminated inappropriately.” |...don’t think anything was ever
written down. There was certainly an understanding between those two that

Gordon wasn’t going to haul him to court because things went wrong. (transcript

of recorded interview, 2005, January 19, lines 190-200)

In exchange for tolerance during the transition, Bonnyman was able to realize the
goal of the advocates of securing more coverage for more people. Mr. Bonnyman also
had the opportunity to prospectively craft solutions rather than respond to issues once
they were manifested. This opportunity, granted by Governor McWherter and his closest

allies, created a new power dynamic that they saw as part of the reform of TennCare.

Bonnyman offered tolerance for coverage. Because of this, McWherter and his team
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were willing to withstand the resultant firestorm to make their vision of a new health care
delivery system a reality.
A Strategy of Exclusion
In contrast to the close alliance the state forged with Blue Cross-Blue Shield,
representatives of the advocacy community and the selected groups cited, there was
very limited public interaction with other key stakeholders in the creation of TennCare.
The decision to not seek a consensus among a broad spectrum of stakeholders was
deliberate. Among those excluded were state officials outside the circle of Manning and
Martins (Gold, Frazer, Schoen, 1995). The state departments of Commerce and
Insurance and the Health were purposely were not involved to a great extent in formative
discussions about TennCare (Gold, 1997). The McWherter administration thought that
time constraints necessitated and justified not involving other stakeholders. According to
Manning (1995), “We recognized that consensus was not likely on any proposal that
would effectively address the problem and that there would be opportunity to debate
TennCare both in the state legislature and as part of the federal waiver process” (p. 23).
The debate in the state legislature was basically a token one though. When
questioned about the exclusion of certain stakeholder groups, Manny Martins related
that,
We had open meetings for the Legislature, the advocacy groups. We felt like the
groups that we really needed to have on board with us were the advocates, the
Legislature, as well as some of the big insurance companies like Blue Cross-Blue
Shield. We couldn't pull it off without them. We held meetings with other groups.
We held meetings with TMA. We held meetings with every provider organization.
It was apparent that they were opposed to managed care. It wasn’t necessarily
they were opposed to health care. They were opposed to managed care. It
seemed to us that we had to implement this thing rapidly. And | used to say, “We
did this at warp speed” because we really did that. [There] would have a long
drawn out debate process and it would never have gotten us to the point we got
to. Whether that’s good or bad is another issue. But we had the right groups on

board. We had the Legislature. We had the advocates....Did we involve TMA
enough? Did we involve the medical groups enough? Did we involve public
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enough? | don’t know. | don’'t know. | don’t know where you draw that line.

(transcript of recorded interview, 2005, March 11, lines 750-767)

The Tennessee Hospital Association (THA) was not involved with the inner circle
on the planning for TennCare, yet they did not actively oppose the state’s efforts since
they were initially encouraged by the elimination of the 6.75 percent provider tax
(Becker, 1995). Tony Garr related that the THA, “stayed on the sideline. They did not
oppose it; they did not supportit. But of course, one of the major reasons why they did
not oppose is it because part of the deal was eliminating the hospital tax” (transcript of
recorded interview, 2005, January 19, lines 84-87).

Major opposition to TennCare came from the Tennessee Medical Association
(TMA.)). The TMA aggressively campaigned for HCFA to reject the Medicaid waiver
application submitted by Governor McWherter. Although TMA'’s strategy was to not
oppose managed care and instead focus on the speed of the implementation, many
physicians were adamantly opposed to managed care in general, as well as the level of
capitation payments and the requirement that participation in the TPN network for state
employees was conditional on participation in the state’s managed Medicaid program
(Gold, 1997; Manning, 1995). During TennCare’s first year of operation, the Tennessee
Medical Association filed suit against the state charging “an unconstitutional delegation
of authority to the executive branch” (Mirvis, Chang, Hall, Zaar & Applegate, 1995, p.
386). The specific contentions of the TMA included inadequate involvement, increased
enrollment without adequate funding (i.e., inadequate capitation), perceived secrecy
about TennCare and MCO financials, increased provider liability and the transfer of risk
to physicians. The physicians also argued that TennCare was not a managed care plan,
as presented, but rather a heavily discounted fee-for-service plan. The suit was

subsequently withdrawn, but opposition lingered. The National Association of
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Community Health Centers also filed suit to block the implementation of TennCare.
Their opposition centered on the short time allowed for implementation and to develop
needed infrastructure (Mirvis et al., 1995).

The provider opposition was exactly what the McWherter administration
expected. Whether this opposition justified the exclusion of providers from any
meaningful role in the development and launching of TennCare remains a contentious
issue.

Holding the State Legislature at a Distance

Manny Martins cited past experience in dealing with the Tennessee Legislature
on Medicaid as key to winning their support along with specific strategies that were
employed when the push was on for the approval of TennCare and permission was
sought to request a waiver form the federal government. Martins recalled,

Over a period of time, we were able to be pretty innovative in our funding of
Medicaid. We were the first State in the nation to really do disproportionate
share money coming into the State. The Legislature, | think, probably looked at
that and saw that and said, “My goodness, you know. We're at the forefront of
being able to get these dollars coming in to this State, and it's helping the State
manage its Medicaid program. It's taking pressure off of the Legislature to have
to deal with financial issues.” We'd be before committees on, you know, on a
weekly basis. And my approach had always been, “You just tell it like it is.”

You know, I’'m not going to get before a Legislative Committee and distort or tell
an untruth or lie. I'm going to get up there and say, “Here’s what’s going on.”
Well, | think over a period of time, we built some credibility along those lines.
And | think David Manning did, and | think Governor McWherter did. So when we
went to the Legislature, they began to believe what we were telling them because
our record had always been one of being honest. And so when we developed
TennCare and explained it and went through it and the Governor was great
because he would have people... he would have the Legislature... he’'d bring
them in. We had meetings where we would brief the Legislature 24 hours a day.
We set up a room in the Legislative Plaza, and we said, “Any Legislator that
wants to know about TennCare, we will be here. Come.” We sat there; we
manned that room; we had staff in that room. We did the same the thing, by the
way, with advocates. We said, “If you have any questions, concerns, anything,
you come talk and we’ll be here.” So | think that approach kind of, you know,
allowed people to understand and know what was going on with the process.
We were able to implement TennCare, as | recall | think | made the suggestion
by simply changing one or two words in the TennCare law... in the Medicaid law
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that basically allowed the State to pursue an 1115a waiver. That, | think, was a
break-through in itself because one of the failures of national health insurance
was, and one of the failures many times in these laws are that they go into so
much detail and everybody and their brother wants... you know, by the time your
lobby groups get through with it, you have such a watered-down piece of
Legislation that you know, you don’t know what you’ve done. So this enabled us
to really go forward. The Legislature passed it. But the Governor was
instrumental in that. We had credibility with the Legislature, and we essentially
opened it up to anybody that wanted to look at it. (transcript of recorded
interview, 2005, March 11, lines 705-739)

Table 4 provides a summary of events in the development of TennCare.

TennCare Enroliment

In creating TennCare, the state of Tennessee went further than any other state in
reforming the delivery and financing of health care. Although the changes that were
introduced in 1994 went beyond what any other state had done, by introducing managed
care as a full replacement and providing access to more uninsured and uninsurable
individuals, the full scope of the changes Governor McWherter, David Manning and
Manny Martins envisioned remains an elusive goal. Managed care has not matured and
a competitive marketplace has not emerged. In 2005 Governor Bredesen, prompted by
a projected state budget crisis, set in motion a plan to reform TennCare by reducing
enrollment and benefits. At the same time, the prospects of national health reform care
are stalled.

Table 5 shows eligibility categories for TennCare. Table 6 details enroliment
changes over the course of TennCare’s. Figures 2 and 3 provide an overview of
enroliment numbers since TennCare’s inception.

Conclusions
The development of TennCare was bold and very necessary. Decisions that

were made in the development of TennCare had significant and lasting impact on the

implementation and operation of TennCare.

85



Table 4: TennCare Development and Implementation Timeline 1992-1994

Date :

November 1986 Ned Ray McWherter elected as Governor of Tennessee; he ran on a platform that
included promises for better education, roads, jobs, prisons and health care.

November 1992 Tennessee Medicaid Task Force appointed by Govemor Ned Ray McWherter; first
meeting held in December 1992 (Ferrar & Humphrey, 1992, December 11; Rawlins, 1993,
July 6).

Early 1993 Task Force presented three options to State Legislature: increase taxes, reduce Medicaid

services or reimbursement to Medicaid providers or significantly reform the delivery and
financing of the state’s Medicaid program

Early April 1993

TennCare concept approved by State Legislature (Chang & Steinberg, May 2005).

June 16, 1993

Application for a Section 1115 Medicaid submitted to HCFA for review (Chang &
Steinberg, May 2005).

November 18, 1993

Waiver approved as a five-year demonstration; providers notified by the state of January
1, 1994 start date (Chang & Steinberg, May 2005; Tennessee.gov, n.d. c).

January 1, 1994

TennCare implemented

November 1995

Don Sundquist elected as Governor to succeed Ned Ray McWherter

Table 5: TennCare Eligibility Categories

Category Description

Medicaid-eligible categories

1 Medicaid-eligible individuals
2 Medically needy spend-down-optional Medicaid category
Expansion categories (also called waiver categories)
3 Uninsured individuals who lacked access to health care insurance
4 Uninsurable individuals-those people denied commercial health insurance because of a medical
condition
5 Waiver dual eligibles-individuals eligible for TennCare Standard and Medicare

(Long, W., 2005, March 29; Tennessee.gov, n.d. c)
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Table 6: TennCare Enroliment Timeline

Date

Event

January 1, 1994

TennCare implemented; TennCare covers categories 1-5

December 31, 1994

Enrollment for category 3 closed; enrollment remains open for all other categories

(Chang & Steinberg, 2005; Tennessee.gov, n.d. c)

April 1, 1997 Enroliment re-opened to uninsured (category 3) children under age 18 (Chang &
Steinberg, 2005; Tennessee.gov, n.d. c)
May 21, 1997 Enrollment opened to dislocated workers () (Chang & Steinberg, 2005;

Tennessee.gov, n.d. c)

January 1, 1998

Age limit for uninsured (category 3) children extended to 19t birthday (Chang &

Steinberg, 2005; Tennessee.gov, n.d. c).

February 12, 2002

Sundquist administration filed major modification plan with CMS (Tennessee.gov,

nd.c).

July 1, 2002

New and modified TennCare waiver 2 approved for implementation; included
changes in eligibility requirements and creation of TennCare Standard. These
changes were slated for implementation January 1, 2003.

TennCare expanded to include females with breast and cervical cancer, a new

optional Medicaid category @ (Chang & Steinberg, 2005; Tennessee.gov, n.d. c).

December 2002

District Judge William Haynes hands down a decision that prevents the state from
implementing TennCare changes approved July 1, 2002 and required the
reinstatement of every person disenrolled since the approval of the new waiver ).

(Chang & Steinberg, 2005).

March 28, 2002

Governor Bredesen announced that benefit reductions would be effective April 1,
2003. This was plan was rescinded because of continuing negotiations on a

Settlement Agreement (Tennessee.gov, n.d. c.).
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Table 6: Continued

Date Event

August 26, 2003 The state and plaintiffs enter into a joint motion that withdrew proposed benefit
cuts and cost-sharing increases, maintained EPSDT coverage for non-Medicaid
children eligible for TennCare, modified terms of the Grier Consent Decree and
allowed a grace period for persons who had lost TennCare coverage under new

criteria (Tennessee.gov, n.d. c).

) Dislocated workers defined as persons losing employment through a bona fide plant closing; there were no income
limits for this category and access to COBRA benefits was not a disqualifying criterion (Tennessee.gov, n.d. c).

@ TennCare was divided into three separate programs: one for Medicaid-eligibles (TennCare Medicaid), one for
demonstration eligible individuals (TennCare Standard) and one for low income persons needing assistance in
purchasing available insurance (TennCare Assist). Each of these programs was slated to have a separate benefit
structure, e.g., the benefits available for TennCare Standard and all adult beneficiaries were to be less than those
available in TennCare Medicaid; copayments were also required introduced (Chang & Steinberg, 2005;
Tennessee.gov, n.d. c).

@ This new Medicaid eligibility category provided coverage for uninsured women under age 65 who were determined
to be in need of treatment for breast or cervical cancer by a Centers for Disease Control (CDC) site (Chang &

Steinberg, 2005; Tennessee.gov, n.d. c).
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Figure 3: TennCare Enroliment by Eligibility Category

Source: Chang & Steinberg, May 2005; McKinsey, 2003, December 11.

The building blocks of TennCare are high-performing, competitive MCOs and
BHOs, effective performance management and financial risk-sharing. As will be seen in
the ensuing chapters, these building blocks were not assembled and the edifice remains

a shaky construction.

89



CHAPTER 6: INTRODUCTION TO FINDINGS AND THE THEME OF
AUTHORITY
Introduction to Findings

TennCare is one of the most significant and expansive health reform efforts of
the past thirty-five years. Just as the nation watched the creation and initial ten years of
operation, the nation is now watching events, local and national, surrounding attempts to
reform (or dismantle, depending on your perspective) TennCare. Interestingly it is
against this background of intense scrutiny, change and the positioning and polarization
of stakeholders that this dissertation has been conducted. Although this dissertation is
not specifically focusing on current and recent events, these events are a manifestation
of the history studied.

An intricate web of circumstances and people shaped the initial development and
evolution of TennCare. The unique alignment of people and purpose that made the
program a reality is an excellent public policy exemplar. The examination of the
program’s history illuminates many lessons. Although TennCare has been successful in
achieving selected strategic aims, these successes have been overshadowed by a
myriad of operational problems and a failure of the program to evolve and achieve
expected results.

Emergent Themes

An iterative process that relied on the triangulation of multiple data sources was
used to develop this case study of the TennCare program and examine the principle of
fidelity. A view of TennCare was constructed that is not a traditional history or analysis,
but rather an emergent perspective of the key themes that illuminated the organizing

concept of fidelity. Three themes were prominent in the telling of the TennCare story.
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These themes have been explored by balancing and evaluating the perspectives offered
by the key stakeholders interviewed and relating these to other sources of data. A
discussion of these themes illuminates the promises and failures of TennCare.
The themes that integrate the key findings of this study are diffuse authority,
management failures and fragmentation of efforts. A discussion of authority is included
in this chapter. The discussion of management and fragmentation follow in chapters
seven and eight respectively. Each of the themes had an influence on or was influenced
by the other themes. It is important to appreciate the web of connectivity between the
themes.

Introduction to Authority

Issues of authority are integral to the story of TennCare. Authority is a concept
with multi-layered meanings and connotations. In public policy, the term authority is
used to indicate individuals or agencies that have jurisdiction or control. Longest (2002)
has referred to health policy as “the set of authoritative [emphasis added] decisions
made within government that pertain to health and the pursuit of health” (p. xx). In this
framework, authoritative decisions can be made anywhere, at any level within the three
branches of government within the legitimate domain of the decision-making individual
or body (Longest, 2002).

Authority also connotes expertise, control, influence, force and power (Merriam-
Webster’s, 2000). Authority is derived not just from office, position or station, but also
from opinion, respect, esteem or character (Quotes & Dictionary, n.d.; Brainy Dictionary,
n.d.). Authority also denotes dominion (Brainy Dictionary, n.d.). Informal authority can
be conferred to advocates, researchers and others who have established credibility and

success in influencing policy processes.
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Authority in TennCare has been the subject of debate, intrigue and controversy.
In understanding TennCare, it is important to examine how lines of authority have been
drawn or assumed, the perceptions of various stakeholders, and how authority has been
used or not used. It is also important to see how the theme of authority has been
impacted by the other two themes, management and fragmentation. Various ways
authority has been manifested in TennCare, including executive, judicial, legislative and
other types, will be discussed.

Federal Legislative and Budgetary Authority

The federal government has two primary mechanisms for funding programs.
Funding can be provided via block grants or through payments for entitlement programs.
“Block grants are programs for which the federal government gives states or local
governments a fixed amount of funds for administering or providing certain services”
(Lambrew, 2005, p. 41). Entitlement programs, in contrast, “create a government
obligation to finance a benefit or service for a prescribed set of people, with no
aggregate limit on funding” (Lambrew, 2005, p. 41). The nomenclature used to
differentiate federal spending associated with block grants and entitlement programs is
very telling. Spending for block grant programs is classified as discretionary whereas
the funding of entitiement programs is mandatory. Authorizing legislation for
discretionary spending, which accounts for approximately one-third of all federal
spending, specifies the basis for operating programs and a specific level of funding
(either as a fixed amount or as sums as necessary) during the annual budget process.
In contrast, entitlement programs are authorized by permanent laws. Through
entitlement programs, including Medicaid, Social Security, veterans’ benefits and Food
Stamps, individuals receive benefits because they meet eligibility requirements for the

program. To change the level of spending for mandatory programs, Congress and the
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President must change eligibility requirements (Longest, 2002; White, 2002).
Participation in Medicaid is not mandatory. States have the option to participate in
Medicaid or not. However, participation is contingent upon adherence to federal
statutes, regulations and policies regarding eligibility (White, 2002). The federal
statutes, regulations and policies which govern Medicaid give each state the authority to
“1) establish it own eligibility; 2) determine the type, amount, duration and scope of
services; 3) set the rate of payment for services; and 4) administer its own program”
(Center for Medicare & Medicaid Services, n.d.).

Throughout Medicaid’s history there have been two major efforts to transform
Medicaid into a block grant program. The first effort occurred during the Reagan
administration (1981-1989). Similar efforts, eventually defeated by a concerted personal
campaign of President Bill Clinton, were revived by Republicans in 1996 as part of the
budget showdown between the President and federal lawmakers led by Representative
Newt Gingrich. In his strategy to win the budget battle, Clinton laid the groundwork for
incremental expansion of the Medicaid program and the transformation away from an
entitiement for the poor to a broad-based program reaching into the middle class.
Interestingly, the National Governors’ Association favored the Republicans’ block grant
proposal, in part because of the flexibility afforded by block grants and because of the
relative good times of adequate state revenues and the early successes of Medicaid
managed care seen during the time of the debate (Grogan & Patashnik, 2003).
According to Dr. Bruce Vladeck, HCFA Commissioner at the time, “the sticking point
came to be whether, from a legal point of view, Medicaid beneficiaries would still be
entitled to seek enforcement of the law in federal courts” (transcript of recorded
interview, 2005, March 4, lines 536-537). Manny Martins commenting on another

concern with block grants said, “anytime you go to a block grant, you cap. You cap the
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amount of money that comes to you from the federal government” (transcript of recorded
interview, 2005, March 11, lines 639-640). Once again, the current administration of
George W. Bush, looking for ways to cut back federal spending for Medicaid, is
contemplating trying to move to block grants and decreasing the amounts of money
states receive for Medicaid.

Keen Vision and Power: The Executive Authority of Governor McWherter

In creating TennCare, Governor McWherter envisioned a strong role for the
state’s Governor. In describing his instructions to aides drafting the original legislation
needed for the Governor to seek a waiver from the federal government, Governor
McWherter said,

| want you to write me a small short statute, and...| want it on one piece of paper

and | don’t want it to be more than that....| want you to give the Executive Branch

and the Chief Executive Officer of the state of Tennessee (you don’t have to call
names, but positions) the authority [emphasis added] to enter into an agreement
for a health care alternative to Medicaid. And it says something like that...that
word is in there, authority,...gives [Governor] Bredesen, and it gave [Governor]

Sundquist and it gave McWherter...the authority. (transcript of recorded

interview, 2005, February 2, lines 202-213)

Although the enabling legislation was actually four pages in length, it contained
“broadly permissive language [that] authorized the Tennessee Executive Branch to
design and define [TennCare] through administrative regulations. These regulations,
which are the legal authority for the TennCare waiver, were established using a
streamlined rulemaking process” (Gold, Frazer, & Schoen, 1995, pp. 4-5). Dr. Bruce
Vladeck concurred that Governor McWherter had secured “authority from the Legislature
that was very broad to design a new program without great specification and detail
(transcript of recorded interview, 2005, March 4, lines 45-48).

The action of the Tennessee General Assembly that permitted the creation of

TennCare occurred in the context of limited debate and no public hearings. In part this
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was because the confidence the Democratic legislature had in their strong leader, and in
part this was because the legislature did not want to be accountable for TennCare or any
associated political fallout. Limited public discourse has been an issue at other key
junctures in the history of TennCare and continues to be an issue.

The authority bestowed on McWherter by virtue of his office was significantly
complemented by personal and political clout and involvement. Governor McWherte