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Conversion of Medicaid substance
abuse treatment to managed care

has raised concerns about access.
However, several states have expanded
Medicaid eligibility criteria at the
same time. Proponents argue that in-
creasing Medicaid enrollment will
ease access to treatment for previously
uninsured individuals. It is also possi-
ble, however, that Medicaid expansion
represents cost shifting from state to
federal payers. If so, there would like-
ly be no net increase in publicly fund-
ed substance abuse treatment admis-
sions after Medicaid expansion.

Another concern is “cream skim-
ming”—giving treatment preferential-
ly to clients whose illness is less se-
vere. Thus the average severity of ill-
ness of those treated would decrease

after conversion to managed care.
Data to test these hypotheses were

obtained from a Medicaid demonstra-
tion project in Oregon. Data elements
from the Oregon Client Process Mon-
itoring System were combined to gen-
erate a severity index. In a prospective
study, the severity measure was found
to be highly correlated with clinicians’
ratings of clients according to the
placement criteria of the American So-
ciety of Addiction Medicine and with
Addiction Severity Index ratings ob-
tained via client interviews.

Figure 1 plots the number of adult
clients admitted for the three years
before substance abuse treatment was
integrated into Medicaid managed
care in 1995 and the five years after-
ward. Medicaid admissions started to
increase before the integration of sub-
stance abuse treatment because eligi-
bility was expanded in 1994 under a
federal Section 1115 waiver. After a
modest initial reduction in the num-
ber of uninsured clients, the total
number of publicly funded clients in-
creased dramatically, primarily as a re-
sult of expanded Medicaid eligibility.

Figure 2 plots the average severity
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Unduplicated count of adult admissions to publicly funded
substance abuse treatment in Oregon, by insurance status
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Average severity index for Medicaid admissions to covered
and noncovered servicesa

index for clients admitted during the
same period for treatment services
covered or not covered by Medicaid.
Little change in severity was observed
for the Medicaid clients entering out-
patient or methadone maintenance
treatment, and little deviation was
noted from the pattern observed for
residential and detoxification services
not covered by Medicaid.

In a previous study (1) we found
that access rates increased for clients
eligible for Medicaid in Oregon after
the shift to managed care. In the study
reported here we found little evi-
dence that cost shifting or skimming
contributed to this increased access. �
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a Covered services include outpatient and methadone maintenance treat-
ment (solid lines); noncovered services include residential treatment
and detoxification (dashed lines).


