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ABSTRACT

Purpose
This evaluation research project

was conducted to describe local per-
spectives on creating and imple-
menting mandated memoranda of
understanding (MOU) between
Medicaid managed care organiza-
tions and local health departments
(LHD), to provide insights into the
strengths and limitations of MOU,
and to share information on their use
as tools for interorganizational ser-
vice coordination.

Design and methodology
A cross-sectional, qualitative and

quantitative, self-administered, mail-
back survey was conducted with em-
ployees of MCOs and LHDs in Cali-
fornia having experience in creating
and/or implementing state-man-
dated MOU in nine service areas. De-
scriptive and qualitative results are
reported.

Principal findings
The creation of MOU was facili-

tated by supportive leadership, pre-
vious collaborative experience, and
the state mandate. The majority of

found that nine states mandated for-
mal agreements between MCOs serv-
ing Medicaid populations and local
health departments (LHDs) (Cali-
fornia, Illinois, Kansas, Kentucky,
Maryland, New York,Vermont, Texas,
and Indiana), and two additional
states required agreements with state
health departments (Delaware, New
Mexico).2 The survey also revealed
that MOU between MCMC plans
and LHDs were encouraged and ac-
tually existed in 22 additional states.2

Collaboration between organiza-
tions is often difficult and time con-
suming.3 As more MCOs embark on
the challenge of creating collaborative
agreements with LHDs and other or-
ganizations, it is instructive to study
the experiences of others who have
successfully created and implemented
MOU. The study reported here was
conducted three years after the initi-
ation of a policy to mandate agree-
ments between MCOs and LHDs in
California, at a time when the ma-
jority of the required MOU were in
place. This survey of MCO and LHD
employees directly involved in creat-
ing and/or implementing MOU pro-
vides descriptive and qualitative in-
formation about the process of
creating MOU, participant insights
on MOU strengths and limitations,
and information on the use of MOU
as tools for interorganizational ser-
vice coordination.

Design and methodology
Setting. In 1993, California re-

designed its Medicaid program and
greatly expanded the number of par-
ticipants enrolled in managed care
plans.4 In 12 counties, the Medicaid
population, eligible due to their par-
ticipation in the federal Temporary
Assistance to Needy Families pro-

respondents believed the MOU
worked well to achieve coordination
of services. MOU strengths and lim-
itations were identified. The MOU
were reported to have contributed to
an increase in participation in four of
six types of collaborative activities.
Perceived quality of health care ser-
vices for Medicaid participants im-
proved with the MOU, but no im-
pact on quality of public health
services was reported. A majority (78
percent) supported a continuation of
the mandated policy. Some organi-
zations reported expanding the use of
MOU beyond mandated areas.

Conclusions
Study respondents held generally

positive perceptions of the strengths
of MOU and supported continuation
of the mandated MOU policy in Cal-
ifornia. Their experience demon-
strates a capacity for MCOs and
LHDs to work together on health care
coordination issues despite the diffi-
culties inherent in interorganizational
collaboration.

INTRODUCTION
Memoranda of understanding

(MOU) are formal agreements cre-
ated by managed care organizations
to facilitate communication, coordi-
nation, and collaboration with other
organizations. Increasingly, MCOs,
especially those serving Medicaid
populations, are being encouraged or
mandated to create MOU with pub-
lic health departments. A study in
1997 revealed that approximately half
of all states included provisions ad-
dressing relationships with state or
local public health agencies in their
Medicaid managed care (MCMC)
contracts or requests for proposals.1

A 1998 survey of Medicaid programs
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study.6 Participants were recruited in
a two-stage process. First, names of
potential participants were gleaned
from archival review of state records
related to the MOU. Second, directors
of the LHDs and health plans were
sent a letter requesting that they name
additional individuals in their orga-
nizations who were familiar with the
MOU. A survey instrument was de-
signed and pilot tested. Each survey
queried for responses about one set of
LHD/health plan MOU. Individual
participants received multiple sur-
veys when they were expected to be
familiar with multiple LHD/health
plan MOU. The questionnaire in-
cluded 110 closed-ended and 27
open-ended questions. The survey(s)
were sent via first-class mail, self-ad-
ministered by hand, and returned
postage-paid to the researcher. Par-
ticipation was encouraged with post-
card and telephone reminders as well
as a nominal incentive program. Data
collection took place between Octo-
ber 1999 and February 2000.

Analysis
Descriptive statistics for the closed-

ended responses are presented here.
Only one questionnaire per individ-
ual respondent (n=123) was used for
the closed-ended responses to avoid
statistical data dependence. When
multiple surveys were returned by an
individual, the choice of which survey
to include was made randomly. Qual-
itative methods for open-ended re-
sponses included verbatim recording
of responses, identification of themes
among the responses to each ques-
tion, and consolidation into the
major themes for each question. Data
from all returned surveys (n=193)
were included in the qualitative
analysis to capture as much of the
qualitative experiences of these re-
spondents as possible.

Survey response rates were greater
than 70 percent in all categories: 78
percent of unduplicated individuals
(n=123) returned 72 percent (n=193)
of all surveys. The response rate from

LHD respondents was 77 percent
(n=80), and 80 percent (n=43) from
health plan respondents. The re-
sponse rates from commercial plans
and from local initiative plans were 77
percent (n=17) and 81 percent
(n=26) respectively.All organizations
(n=26) were represented among the
respondents with a range of 1 to 12
respondents per organization (mean
= 4.7).

Principal findings
MOU creation. The survey partic-

ipants were asked about factors that
promoted or facilitated the creation
of the MOU. As shown in Table 1,
high percentages of LHD and health
plan respondents agreed that sup-
portive leadership, previous experi-
ence with collaboration, the state
mandate for MOU development, and
sharing information between orga-
nizations were helpful or very helpful
in creating the MOU. Technical as-
sistance from the state public health
and Medicaid programs was seen as
helpful by a smaller percentage of re-
spondents. When respondents were
asked to indicate the most important
factor in promoting the ability of
their organization to create the MOU,
the most frequent response themes
were as follows:
• Commitment to and experience

with cooperation and collabora-
tion with the other organization
(n=22)∗ ;

• Support and expertise of the top
leadership of the organization
(n=15);

• Skills of the key people involved
in the process (n=14);

• State mandate (n=13).
Participants were asked to share

lessons they had learned in the
process of creating the MOU. The
most frequent themes that emerged

gram, was offered a choice of enroll-
ment in one of two health plans: a
locally developed “Local Initiative”
plan and a commercial managed care
plan.4 The state also required the
MCOs that were contracting to pro-
vide these services to have MOU in 10
service areas with the LHDs in their
counties.5 The 10 areas included sex-
ually transmitted disease, human im-
munodeficiency virus, tuberculosis,
immunization, WIC (Supplemental
Nutrition Program for Women, In-
fants, and Children), family planning,
maternal and child health, California
Children’s Services (CCS — Califor-
nia’s program for children with spe-
cial health care needs), Child Health
and Disability Prevention (CHDP —
California’s Early Periodic Screening,
Diagnosis and Treatment program),
and population-based services.
Eleven health plans (eight local ini-
tiative plans and three commercial
plans) and 15 LHDs (12 county and
3 city departments) were covered
under the policy. At the time of this
study, both health plans were com-
mercial in 2 of the 12 targeted coun-
ties, and only 1 (commercial) health
plan was available in one county.

Detailed guidance on the expected
content of the MOU was provided in
a series of policy letters from the state
Medicaid program, issued between
1994 and 1997. In general, the MOU
addressed interorganizational com-
munication processes, outreach and
education activities, case-manage-
ment services, data collection and
sharing mechanisms, and special-
projects participation. The require-
ment for an MOU in population-
based services was not being enforced
at the time of this study, due to the
lack of policy guidance related to
MOU content in this area.

Data collection 
A cross-sectional descriptive sur-

vey of employees of the health plans
and LHDs involved in creation
and/or implementation of the MOU
was conducted as part of a larger
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* Numbers in parentheses after the qual-
itative theme statements refer to the num-
ber of surveys in which the respondent’s
answer to the open-ended question con-
tained this theme.
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from the answers to this question
were:
• The process was lengthy, bureau-

cratic, tedious, and time consum-
ing (n=26);

• Two different entities, working
together, can achieve common
goals (n=15);

• MOU are useful tools (n=11).
MOU strengths. Majorities of re-

spondents reported that the MOU
were working well or extremely well
in achieving coordination between
their organizations in the nine service
areas covered by the MOU (see Table
2). The percentage of respondents
who thought the MOU worked well
or extremely well was higher for
health plan respondents compared to
LHD respondents in all categories.

The survey asked respondents to
indicate the extent to which they
agreed with a series of statements
about hypothetical strengths of the
MOU. A majority of participants (61
percent to 71 percent) agreed or
strongly agreed that the MOU: 1)
made contacting the right people at
the organization easier; 2) resulted in
meaningful collaboration between
the organizations; and 3) provided
something to fall back on when prob-
lems arose in working with the part-
ner organization (see Table 3). Im-
provements in public health services
in the county, improvements in
health care services to all enrollees of
the health plan, and improved man-
agement of reimbursement mecha-
nisms were seen as strengths by a mi-
nority of respondents, although
health plan respondents ranked the
statements about the MOU leading to
improved health care services and
public health services more highly
than did LHD respondents. There
were no differences in responses by
health plan type (see Table 3). In an
open-ended question, the respon-
dents were asked to list additional
strengths of the MOU. The two most
common themes arising from these
responses were as follows:
• MOU promote the development

of good working relationships
and improved communication
between organizations (n=19);
and

• MOU promote better knowledge
of the other organization and
better understanding of roles and
responsibilities of both organiza-
tions (n=19).
Survey respondents were asked to

indicate what impact the MOU had

on participation of the LHD or health
plan in six types of collaborative ac-
tivities (see Table 4). A majority of
respondents reported the participa-
tion of their organizations had in-
creased for health promotion coali-
tions (74 percent), provider or staff
training (72 percent), community
health promotion or education in-
terventions (67 percent), and devel-
opment of health promotion guide-
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TABLE 1 Factors that facilitated MOU creation: percent helpful/
very helpful

Type of 
respondent

Factor n % LHD % HP %

Support of LHD leadership 100 94 92 97
Previous experience with collaboration 101 94 97 89
Support of HP leadership 98 93 90 97
Training about managed care 85 88 86 93
Previous experience with this organization 57 86 81 92
Sharing information with other HP or LHD 84 82 83 81
Direction provided by policy letters 90 80 78 83
State-mandated MOU policy 103 79 84 69
Technical assistance by state PH 83 64 71 48
Technical assistance by MMCD 81 48 55 37

Note: Ratings were made on a four point Likert-type scale (not at all helpful,
not helpful, helpful, very helpful, don’t know). Missing observations in this
table were “don’t know”responses.
Abbreviations: LHD=Local health department; HP= Health plan; PH= State
public health programs; MMCD= State Medicaid program

TABLE 2 Achievement of coordination of MOU by type, respondent
type, and health plan type 

Type of 
Type of health plan

respondent
Local

All LHD HP Commercial initiative
MOU type n (%) (%) (%) (%) (%)

STD 58 81 73 86 83 79
HIV 54 81 79 83 87 77
Tuberculosis 64 78 70 84 77 79
Immunization 65 86 75 95 89 84
CHDP 73 86 80 92 90 84
CCS 63 84 80 88 79 89
WIC 52 83 75 89 82 83
Family planning 36 92 80 100 91 92
MCH 70 87 85 89 91 84

Note: Ratings were made on a four point Likert-type scale (not working at all,
not well, well, extremely well, and don’t know). Missing observations were
“don’t know”responses. Overall n=123.
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Medicaid participants (see Table 4).
An increase in the quality of health
care services was reported by 56 per-
cent of respondents. Examples of
ways in which the MOU have con-
tributed to improved quality in-
cluded: improved access to services
(n=19); improved case management
(n=16); and improved collaboration
(n=15). When participants were

asked whether the MOU had con-
tributed to a change in quality of
public health services in their county,
27 percent of respondents reported
an increase in quality. When asked
for examples of how the MOU have
contributed to a change in quality,
the most frequent themes in the re-
sponses were increased collaboration
(n=14) and improved data collection
(n=6).

MOU limitations. A minority of
respondents supported hypothetical
MOU limitations statements (see
Table 3). There were no differences in
responses by type of respondent for
most statements; the exception was
“Don’t address important public
health issues,” which was supported
by a statistically significantly higher
percentage (though still a minority)
of LHD respondents compared to
health plan respondents. When asked
an open-ended question about addi-
tional limitations of MOU, the most
common themes in the responses
were as follows:
• MOU do not address many im-

portant concerns and issues
(n=16); and

• MOU are not followed, are not
implemented, and depend on
good will for implementation
(n=7).
Use of MOU. A majority (78 per-

cent) of respondents supported con-
tinuation of the state’s policy of man-
dated MOU in the nine service areas.
A larger percentage of LHD respon-
dents supported continuation (84
percent) compared to health plan re-
spondents (67 percent). A slight ma-
jority of respondents (59 percent)
recommended the use of MOU be-
tween LHDs and MCOs for non-
Medicaid populations. A minority
(36 percent) believed that the state
should promote MOU in additional
service areas between public health
and Medicaid managed care.

The respondents were asked to re-
port on how their organizations were
using MOU as a tool in management
or collaboration outside the man-

lines or protocols (58 percent). A mi-
nority believed that the MOU had
contributed to increases in partici-
pation in data collection (44 percent)
and community health assessment
(40 percent) activities.

Survey participants were asked for
their perceptions as to whether the
MOUs contributed to a change in the
quality of health care services for
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TABLE 4 Perceived MOU impact on collaborative activities and health
care/public health service quality

% % % 
Collaborative activities n Increase Decrease No impact

Health promotion coalitions 85 74 0 26
Provider/staff training 92 72 1 27
Community health education 82 67 0 33
Development of guidelines 85 58 0 42
Data collection 70 44 0 56
Community health assessment 70 40 1 59

Quality of services

Health care services 78 56 3 40
Public health services 73 27 3 70

n=123
Note: Missing observations include “not applicable”(no MOU in place),
“no participation in collaboration,” “don’t know,”and missing responses.

TABLE 3 Strengths and limitations of MOU by respondent type 
(percent agree/strongly agree)

Respondent 
type HP type

All LHD HP CP LI
Strengths n (%) (%) (%) (%) (%)

Contact identification easier 118 71 65 83 77 67
Led to meaningful collaboration 117 61 57 68 60 61
Improved services for all in HP 113 34 26 49 30 36
Back up for problem solving 117 71 80 66 75 68
Reimbursement works better 113 23 20 29 17 28
Led to improved public health 117 33 19 45 31 26

Limitations

Do not address important 
PH issues 117 23 32 7 23 23

Take too much time 117 27 26 29 27 28
Describe only what we do 

already 118 35 34 22 31 29
Are not being followed 116 19 21 8 13 19

Note: Ratings were made on a five point Likert-type scale anchored by
“strongly disagree”and “strongly agree.”Missing observations were missing
data.



dated service areas. The creation of
additional MOU between the MCO
and the LHD in areas not mandated
by the state was reported by 21 per-
cent of respondents. Examples of
these MOU included refugee health
services, childhood lead poisoning,
health education and promotion,
nutrition, mental health, and 
emergency-room use. Expansion of
the use of MOU as a way of increas-
ing collaboration with other health
organizations was reported by 37 per-
cent of respondents.

Conclusion
The results of this survey revealed

positive perceptions among the re-
spondents about the MOU and the
mandated MOU policy. A substan-
tial majority of respondents sup-
ported continuation of the current
policy, though support was stronger
among LHD respondents compared
to health plan respondents. The rea-
sons for the difference in support by
type of respondent may relate to 
concerns about coordination, use of
public health services, and loss of rev-
enue to public health departments
raised by the transition of Medicaid
from a fee-for-service model to man-
aged care.7 California’s MOU policy
was in part designed to address such
issues. The mandate thus forced
health plans to consider LHD con-
cerns as well as roles with Medicaid
populations, whereas they might not
have done so without the mandate.

The MOU were perceived to have
had a positive impact on the coordi-
nation of services to Medicaid par-
ticipants. In addition, the MOU were
perceived to have increased partici-
pation in some types of collaborative
activities and to have improved the
quality of health care services to
Medicaid participants. These find-
ings support previous case studies
that revealed MOU to be good tools
for initiating collaboration between
managed care and public health
agencies.8, 9 The state of California
recognized the importance of coor-

dination between these entities in its
strategic plan to expand Medicaid
managed care, and implemented the
mandate to assure that coordination
occurred.4 The policy of mandated
MOU seems to have contributed to
coordination of health care services
for Medicaid participants. The survey
indicated some organizations are ex-
panding their use of MOU in areas
not addressed by the mandate and
with other health organizations.
These findings support the finding
by Blake and colleagues that MOU
are flexible instruments that can be
used more broadly than just with
Medicaid managed care.8

The results of the survey provide
evidence about the limitations of the
MOU. These agreements were not
perceived to have improved public
health services in the affected coun-
ties to the same extent as they im-
proved health care services to partic-
ipants. In addition, the MOU were
not viewed as having a positive im-
pact on participation in collabora-
tive activities that are traditionally as-
sociated with public health (health
and risk-status data collection and
community health assessments).
These findings add support to previ-
ous literature that reports MOU be-
tween MCOs and LHDs to be focused
on health care service delivery rather
than population-based public health
activities.8–10

The creation of MOU between
LHDs and MCOs in California was
not easy. These respondents noted
the importance of organizational
leadership and commitment in the
successful creation of their agree-
ments. These factors have been re-
ported repeatedly in the collabora-
tion literature to be important to the
initiation and continuation of col-
laborative efforts.11–13 In addition,
previous experience working together
was a factor that helped facilitate the
MOU creation process. This finding
is supported by literature on inter-
organizational collaboration that has
shown that prior ties between orga-

nizations help collaboration develop
more quickly and efficiently.12, 14 The
state mandate to create the MOU was
seen as a contributor to the organi-
zation’s ability to create the agree-
ments. Mandates have been reported
in the literature to be powerful pro-
moters of collaboration between or-
ganizations.15–19

It was interesting to note that the
technical assistance provided by the
state agencies to the MCOs and LHD
was not strongly supported as a facil-
itative factor in the creation of the
organization’s agreements. This may
be due to the inexperience of the
agencies in dealing with issues of col-
laboration between managed care
and public health. The emphasis on
the use of MOU for this purpose is
relatively recent, and the actual use of
mandates for MOU between these
entities remains relatively uncom-
mon. More research about collabo-
ration between managed care and
public health organizations as well as
broader dissemination of informa-
tion about the experience of organi-
zations in creating and implementing
these types of agreements is needed.

Strong leadership, careful plan-
ning, involvement of key personnel,
and commitment of resources are
necessary to make collaboration be-
tween public health and managed
care a reality.6 Since previous experi-
ence with collaboration helps orga-
nizations collaborate better, these
early experiences in collaboration be-
tween MCOs and LHDs should lead
to better efforts in the future. Never-
theless, the impact of any collabora-
tive agreement is likely to be limited
by its content and focus. MOU struc-
tured around health care coordina-
tion for Medicaid participants are un-
likely to have heightened effects on
public health unless activities with a
broader population orientation are
incorporated into the agreements. If
increases in specific types of collabo-
rative activities or participation in
population-based activities are de-
sired, then reference to those activities
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should be included in the MOU or
other types of collaborative agree-
ments. Additionally, states should
provide clear policy guidance to
MCOs and LHDs regarding the con-
tent of these types of agreements
while allowing flexibility for address-
ing unique local needs. The experi-
ence of the organizations studied
demonstrates a capacity for managed
care and public health to work to-
gether on important health care co-
ordination issues, despite the diffi-
culties inherent in interorganizational
collaboration.
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