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Our Background
Á Barbara Mauer, MSW CMC

ü Over 35 years in the field, consulting with public and private sector health and behavioral health 

organizations for 20 years. 

ü Supported National Council in Behavioral Health/Primary Care Integration: organized integration 

conference tracks for 6 annual conferences, provided training and planning facilitation at agency 

and state levels; and developed/managed a 16 site Learning Collaborative, each site represented 

by a CBHO and a CHC working together to improve integration of care. 

ü For the National Council: Behavioral Health/Primary Care Integration Background Paper (2003);

Crosswalk of Evidence Based Practices (EBPs) to the NCCBH Four Quadrant Model (2004, 

updated 2006); State Level Policy and Financing Assessment Tool and Organizational Readiness 

Assessment Tool (2003); Finance, Policy and Integration of Services (2006); Behavioral Health / 

Primary Care Integration and The Person-Centered Healthcare Home (2008).

ü For NASMHPD/NRI: Technical Report on Behavioral Health/Primary Care Integration (2004); 

Morbidity and Mortality in People with Serious Mental Illness (2006); Measurement of Health 

Status for People with Serious Mental Illnesses (2008). 

Á Dale Jarvis, CPA

ü 30+ years experience in health and behavioral healthcare including 22 years consulting with 

provider organizations, health plans, county governments and states. Community Health Center 

CFO experience in Washington and Michigan.

ü Focus on reimbursement system design, system-wide clinical/financial planning, and development 

of reporting and tracking systems.

ü Co-author of How to Respond to Managed Behavioral Healthcare and The Primary Care 

Performance Management System as well as several published articles on behavioral healthcare 

financing and behavioral health information technology.
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Presentation Overview
1. Healthcare Reform is on a fast track and states that want to 

successfully leverage federal reforms need to align with the three 
components of reform: universal coverage, payment reform, and 
delivery system redesign

2. Clinical Integration of MH/SA with physical health is necessary to 
achieve whole health outcomes for the safety net population

ü This requires a well-defined service model and fidelity to that model in 
order to achieve outcomes

ü There are four subpopulations to consider, each requiring different 
integration responses

3. Financing Issues that need to be addressed include

ü The status of Mental Health Carve-Ins

ü Safety Net Mental Health Funding Gaps

ü Payment Mechanisms: Risk-Based and Performance-Based Contracting

ü Funding Barriers to Primary Care/BH Integration

4. Proper Design and Sequencing of reform efforts will make the 
difference between  state level change efforts that result in 
improvement and those that  donôt

MCPP HEALTHCARE CONSULTING

Healthcare Reform
Á The current 

consensus about the 

need for change is as 

powerful as the failed 

history of reform 

efforts by Presidents 

Roosevelt, Truman 

and Clinton. One 

major difference in the 

current environment is 

the recognition that 

maintaining the status 

quo is economically 

unsustainable.
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Healthcare Reform
ÁGeneral agreement already exists about the contours of U.S. 

health care reform ïreform must address three issues ïuniversal 

coverage, payment system reform, and delivery system redesign.

Á Although general agreement exists about the need for universal 

coverage, the outcome is uncertain because of the conflict over a 

public plan.

Á There does appear to be greater agreement about how payment 

reform and delivery system redesign should unfold.

Universal

Coverage Payment 

Reform
Delivery

System

Redesign
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Healthcare Reform
The Path to a High 

Performance U.S. 

Health System ïA 

2020 Vision of the 

Policies to Pave the 

Way contains a set of 

strategies covering the 

three components that 

can achieve 99% 

coverage by 2012 and 

reduce the growth in 

national health 

spending between 

2009 and 2020 by $3 

trillion. 
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Healthcare Reform
The Commonwealth Fund, with analytical support from The Lewin Group, 

has identified ten health care reform policies in this report and quantified 

their impact on reducing the growth in health care spending. These can 

be found in the recently released Senate Finance Committee white 

papers that will likely be the basis for impending legislation.

MCPP HEALTHCARE CONSULTING

Healthcare Reform
These reforms reflect a major leap forward in understanding and 

addressing the complexity of moving the American healthcare system to 

the next level. Health policy experts realize that all ten policies must be 

pursued simultaneously to obtain the desired improvements in quality and 

reductions in cost.
Å Not achieving near-universal coverage will result in the uninsured aging 

into the Medicare system with a crushing burden of untreated chronic 

health conditions.

Å Not moving further upstream to fund and organize the delivery of 

prevention and early intervention services is financially unsustainable 

due to the fact that 75% of heath care costs are related to treatment of 

chronic health conditions.

Å Not achieving dramatic improvements in the coordination of care and 

management of chronic health conditions through the use of medical 

home models and improving handoffs at every level will not address the 

significant and costly error rates and levels of unnecessary care.

Å Not carefully reengineering payment systems will result in failure of the 

above initiatives.
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Healthcare Reform
Most of the payment reform and service delivery redesign polices 

are  grounded in current and recent Medicare and Private Sector 

pilots that have been rigorously designed and evaluated, and have 

yielded measurable quality- and cost-related results. This work was 

the basis for the Lewin Groupôs quantification of ten year savings.

The relevance for Oregon is whether planned and future reforms 

will:

ü Contain the same level of rigor in identifying designs that have 

been demonstrated to improve quality and reduce costs, 

ü Be expected to adhere to the fidelity of the designs, and

ü Have payment systems that are properly designed to support 

the initiatives.

MCPP HEALTHCARE CONSULTING

Healthcare Reform
There are four emerging 

delivery system and payment 

reforms for the safety net 

behavioral healthcare system 

to address the particular 

challenges faced by persons 

with serious mental health and 

substance use disorders and 

the provider organizations that 

serve them.

States will want to closely 

track these efforts as they 

attempt to align with national 

healthcare reform.

Federal 

Funding 

Streams

Healthcare 

Homes

FQBHC 

Status

New 

Payment 

Methods
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Healthcare Reform
This flowchart 

provides a 

before and 

after view to 

illustrate how  

new payment 

mechanisms 

will unfold.

A Pay for 

Performance 

layer will be 

added to 

incentivize 

quality and 

outcomes.

Process of 

Care Step Service Provided

Current Payment 

Mechanism

Proposed 

Payment 

Mechanism Comment

Services 

Provided Pre-

Enrollment

Prevention & 

Early 

Intervention

Grant funds or 

no payment

Part of New 

Case Rate

Modeled on Medical 

Home Case Rate

Client Entry 

into Service

Screening & 

Intake

Existing 

mechanism

Prospective 

Payment System

Modeled on Federally 

Qualified Health Center 

model

Service 

Planning
Assessment 

Existing 

mechanism

Prospective 

Payment System

Modeled on Federally 

Qualified Health Center 

model

Planned 

Service 

Delivery

CPT/HCPCS-

Type Services

Existing 

mechanism

Prospective 

Payment System

Modeled on Federally 

Qualified Health Center 

model

Planned 

Service 

Delivery

Education & 

Care Mgmt

Some services 

covered

Part of New 

Case Rate

Modeled on Medical 

Home Case Rate

Community Behavioral Healthcare Organization 

Clinical - Financial Flow 
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Behavioral Health ïPrimary 

Care Integration 
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Recent Reports on Integrated Care

Á World Health Organization

ü Integrating Mental Health Into Primary Care: A Global Perspective 
(Fall 2008)

ü http://www.who.int/mental_health/resources/mentalhealth_PHC_20
08.pdf

Á Agency for Healthcare Research and Quality

ü Integration of Mental Health/Substance Abuse and Primary Care 
(Fall 2008)

ü http://www.ahrq.gov/clinic/tp/mhsapctp.htm

Á Hogg Foundation for Mental Health

ü Connecting Body and Mind: A Resource Guide to Integrated Health 
Care in Texas and the United States (Fall 2008)

ü http://www.hogg.utexas.edu/programs_RLS15.html

MCPP HEALTHCARE CONSULTING

AHRQ: The Research
Á Quantitative and qualitative analysis of 33 trials that examined the impact 

of integrating MH specialists into primary care

ü Studies tended to show positive results for symptom severity, treatment 

response and remission when compared to usual care

ü Wide variation in levels of provider integration and integrated processes 

of care

ü No clear patterns that suggest that outcomes improve as levels of 

provider integration or integrated process of care increase

ü IMPACT has strongest results for adults and older adults; limited 

studies exist for children

Á More work is needed on understanding what elements of integration are 

vital to producing desired goalsðñresearch aimed at efficiently matching 

clinical and organizational processes and resources to different levels of 

care for varying levels of severity, and patients stratified by risk and 

complexity, would build on theéIMPACT trials and Intermountain 

Healthcareôs examplesò

http://www.who.int/mental_health/resources/mentalhealth_PHC_2008.pdf
http://www.who.int/mental_health/resources/mentalhealth_PHC_2008.pdf
http://www.ahrq.gov/clinic/tp/mhsapctp.htm
http://www.hogg.utexas.edu/programs_RLS15.html
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Elements of BH/PC Integration
Á Financial or structural 

integration does not assure 

clinical integration

Á Clinical integration helps us 

focus on what people need 

Á Public sector efforts focused 

on financial integration (carve-

ins) have had limited success

Á BUT clinical integration 

requires financial and 

structural supports in order to 

be successful

Á Examples will be provided in 

this presentation

Financial Structural

Clinical

Behavioral Health/Primary Care Integration

Financial Structural

Clinical

Behavioral Health/Primary Care Integration

Financial Structural

Clinical

Behavioral Health/Primary Care Integration
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Where Should Care Be Delivered?

The National Council Four Quadrant 

Integration Model

Á Organize our understanding of the many differing approachesðthere is 

no single method of integration

Á Think about the needs of the population and appropriate targeting of 

services

Á Clarify the respective roles of PCP and BH providers, depending on the 

needs of the person being served 

Á Identify the system tools and clinician skill and knowledge sets needed 

and how they vary by subpopulation

Á Population based for system planning, services should be person-

centered
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Where Should Care Be Delivered? 

Stepped Care
Á There is always a boundary between primary care and specialty care

Á There will always be tradeoffs between the benefits of specialty 

expertise and of integration

Á Stepped care is a clinical approach to assure that the need for a 

changing level of care is addressed appropriately for each personð

IMPACT research demonstrates the effectiveness of a stepped care 

model and is the basis for the National Council Collaborative Care 

Project

Á We need to implement this model bi-directionallyðto identify people in 

primary care with MH conditions and serve them there unless they need 

specialty care, and to identify people in MH care that need basic 

primary care and step them to a full scope medical home for more 

complex care

MCPP HEALTHCARE CONSULTING

The Four Quadrant Clinical Integration Model 

 
Quadrant II 

BH ă PH Ą 

 

 Behavioral health clinician/case 
manager w/ responsibility for 
coordination w/ PCP 

 PCP (with standard screening 
tools and guidelines)  

 Outstationed medical nurse 
practitioner/physician at 
behavioral health site 

 Specialty behavioral health 

 Residential behavioral health 

 Crisis/ED 

 Behavioral health inpatient 

 Other community supports 

 
Quadrant IV 

BH ă PH ă 

 

 PCP (with standard screening tools 
and guidelines)  

 Outstationed medical nurse 
practitioner/physician at 
behavioral health site 

 Nurse care manager at behavioral 
health site  

 Behavioral health clinician/case 
manager  

 External care manager 

 Specialty medical/surgical  

 Specialty behavioral health  

 Residential behavioral health 

 Crisis/ ED  

 Behavioral health and 
medical/surgical inpatient 

 Other community supports 
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Quadrant I 

BH Ą PH Ą 

 

 PCP (with standard screening 
tools and behavioral health 
practice guidelines) 

 PCP-based behavioral health 
consultant/care manager 

 Psychiatric consultation 

 
Quadrant III 

BH Ą PH ă 

 

 PCP (with standard screening tools 
and behavioral health practice 
guidelines) 

 PCP-based behavioral health 
consultant/care manager (or in 
specific specialties)  

 Specialty medical/surgical 

 Psychiatric consultation 

 ED 

 Medical/surgical inpatient 

 Nursing home/home based care 

 Other community supports 

 Physical Health Risk/Complexity 
 
 

 
 

Persons with serious mental illnesses could be served in all settings. Plan for and deliver 
services based upon the needs of the individual, personal choice and the specifics of the 
community and collaboration. 

Low High 

L
o
w

 
H
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h
 



10

MCPP HEALTHCARE CONSULTING

Quadrants I and III

MCPP HEALTHCARE CONSULTING

No 
Treatment

12%

Mental Health
Treatment

41%

Access to Behavioral Health Intervention

No Mental 

Health 

Treatment, 

Primary Care

Service

Provided

47%

80% of those 

with no mental 

health treatment 

had a primary 

care service
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Clinical Integration
ÁClinical integration of MH/SA with physical health is 

necessary to achieve whole health outcomes for the 
safety net population

ÁThis requires a well-defined service model and fidelity to 
that model in order to achieve outcomes

ÁSimply placing MH/SA staff in primary care settings does 
not necessarily achieve outcomes

ÁMeasurement of outcomes requires a common 
framework for integration (see CA example), consistency 
of service definitions, detailed specifications of each 
outcome measure at the beginning of the project, and 
building detailed workflows to assure steps in process 
occur and data is collected

MCPP HEALTHCARE CONSULTING

IMPACT Collaborative Care Model

Á Initial randomized controlled trial in 18 primary care clinics - 8 health 

care organizations in 5 states

Á Model now being implemented in a broad range of settings, including 

the Minnesota DIAMOND project, which has initiated case rate 

payments to PC clinics (public and private payors)

Á Systematic outcomes tracking and stepped care

e.g., PHQ-9 for depression, GAD-7 for anxiety 

Á Treatment adjustment as needed 

- based on clinical outcomes  

- according to evidence-based algorithm

- in consultation with team psychiatrist

Á Relapse prevention 
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Core Components of IMPACT 

Collaborative Care Program

TWO PROCESSES

TWO NEW óTEAM MEMBERSô

Care Manager/BHC Consulting Mental 

Health Expert

1. Systematic diagnosis and 

outcomes tracking

e.g., PHQ-9 to facilitate diagnosis and 

track depression outcomes

- Patient education / self 

management support

- Close follow-up to make sure 

pts donôt ófall through the 

cracksô

- Caseload consultation for care 

manager and PCP (population-

based)

- Diagnostic consultation on difficult 

cases

2. Stepped Care

- Change treatment according to 

evidence-based algorithm if patient is 

not improving

- Relapse prevention once patient is 

improved

- Support medication Rx by 

PCP

- Brief counseling (behavioral 

activation, PST-PC, CBT, IPT)

- Facilitate treatment change / 

referral to mental health

- Relapse prevention

- Consultation focused on patients 

not improving as expected

- Recommendations for additional 

treatment / referral according to 

evidence-based guidelines

MCPP HEALTHCARE CONSULTING

IMPACT Doubles Effectiveness of 

Care for Depression

0

10

20

30

40

50

60

70

1 2 3 4 5 6 7 8

Usual Care IMPACT

%

Participating Organizations

50 % or greater improvement in depression at 12 months
Unutzer et al, Psych Clin NA 2004
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IMPACT: Lower Total Health Care

Costs

$8,588

$7,949

$7,471

$6,800

$7,200

$7,600

$8,000

$8,400

$8,800

Study
Usual
Care
Study
IMPACT

Post
Study
IMPACT

$ / year

Grypma, et al; General Hospital Psychiatry, 2006

MCPP HEALTHCARE CONSULTING

Washington State GA-U Project
(General Assistance Unemployable)

DSHS | GA-U Clients: Challenges and Opportunities August 2006
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Goal: Collaborative Care

GA-U

Client

CMHC

óLevel II 

Careô

Care 

Coordinator

Consulting 

Psychiatrists

CSO 
(benefits)

Substance 

Use 

Treatment
Level I Care 

PCP

DVR 
(employment

)
Other clinic-

based mental 

health 

providers*

* Available in some clinics
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Washington State GA-U Project
ÁClients with follow up within 4 weeks of initial assessment

ü Level I:  42% (range across clinics: 32%-64%)

ÁClients with Psychiatrist Consultation

ü Level I:  31% (range across clinics: 20%-83%)

ÁLevel I outcomes 12 weeks after initial assessment (in 

first 11 months)

üClients with PHQ-9 score improved at least 50% over 

12 weeks = 20% (range across clinics: 12%-28%)

üClients with GAD-7 score improved at least 50% over 

12 weeks = 20% (range across clinics: 13%-26%)
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Washington State GA-U Project

ÁFocused Quality Improvement effort, with attention to 

core components and workflow, at four SeaMar clinics

üHigh rates of engagement (100%) and follow-up 

(93%)

üPsychiatric Consultation at 60%

üEffective use of in-person and telephone contacts

ü 63-72 % with substantial (>50 %) clinical 

improvement

MCPP HEALTHCARE CONSULTING

Washington State GA-U Project
ÁObservations

üCollaboration involves 6 primary care clinic systems, 9 
mental health agencies, the safety net health plan, the 
regional mental health authority and the University of 
Washingtonðeveryone has learned a lot!

üRemoving the funding barrier did not remove the cultural 
differences, historic lack of trust, or the challenges of 
implementing evidence-based practices

ü There is significant variation in work processes across PC 
and MH clinics and in implementation of the care coordinator 
role across PC clinics

ü This creates variation in client follow up and use of 
psychiatric consultation, which reduces ability to provide 
stepped care and lack of fidelity to stepped care model

üClient outcomes are impacted by lack of fidelity to the 
modelðsee SeaMar example
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Quadrants II and IV

MCPP HEALTHCARE CONSULTING

Morbidity and Mortality in People with 

Serious Mental Illness 
ÁPersons with serious mental illness (SMI) are dying 25 

years earlier than the general population

ÁWhile suicide and injury account for about 30-40% of 

excess mortality, 60% of premature deaths in persons 

with schizophrenia are due to medical conditions such as 

cardiovascular, pulmonary and infectious diseases  

(NASMHPD, 2006)
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Massachusetts Study: 
Deaths from Heart Disease by Age Group/DMH 

Enrollees with SMI Compared to Massachusetts 

1998-2000
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Comparison of Metabolic Syndrome and Individual 
Criterion Prevalence in Fasting SMI Subjects and 

Matched General Population  Subjects  
 
 

 

 

          Males 

SMI      Gen.Pop.       

N=509       N=509 

        Females 

SMI      Gen.Pop.      

N=180      N=180 

Metabolic Syndrome 
Prevalence 

36.0% 19.7% 51.6% 25.1% 

Waist Circumference Criterion 35.5% 24.8% 76.3% 57.0% 

Triglyceride Criterion 50.7% 32.1% 42.3% 19.6% 

HDL Criterion 48.9% 31.9% 63.3% 36.3% 

BP Criterion 47.2% 31.1% 46.9% 26.8% 

Glucose Criterion 14.1% 14.2% 21.7% 11.2% 

CATIE source for SMI data

NHANESIII source for general population data

Meyer et al., Presented at APA annual meeting, May 21-26, 2005. 

McEvoy JP et al. Schizophr Res. 2005;(August 29).

CATIE Study 
(Clinical Antipsychotic Trials in Intervention Effectiveness)
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ÁAt CATIE baseline:

ü 88% of subjects who had dyslipidemia

ü 62.4% of subjects who had hypertension

ü 30.2% of subjects who had diabetes

WERE NOT RECEIVING TREATMENT FOR THESE 

CONDITIONS

CATIE Study

MCPP HEALTHCARE CONSULTING

Measurement of Health Status for 

People with SMI (NASMHPD 2008)

ÁStandard set of 
health indicators 
that will be 
gathered and used 
for the clinical care 
of each person 
served, as well as 
aggregated to 
provide population 
health data

ÁTo be piloted in 
2009

Health Indicators 

1. Body Mass Index (BMI) 

2. Blood Pressure 

3. Fasting Blood Glucose or HbA1C 

4. Lipid Profile 

5. Smoking history 

6. Substance abuse history 

7. Personal history of Diabetes, Hypertension, Cardiovascular Disease 

8. Family history of Diabetes, Hypertension, Cardiovascular Disease 

9. Medication history (not just psychotropic) 

10. Social supports  

Process Indicators 

1. Screening and monitoring of health conditions in MH settings 

2. Access to and utilization of primary care services (medical and dental) 
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BH Providers Clinical Responsibility 

and Accountability (National Council, 2008)

Á If BH services include prescribing psychotropic medications, 

there are a set of accountabilities related to the whole health 

of the person:
ü Assure regular screening and tracking at the time of psychiatric visits for all 

consumers receiving psychotropic medications

ÅCheck glucose and lipid levels, blood pressure and weight/BMI

ÅRecord and track changes, response to treatment and use the information to 

adjust treatment accordingly

ÅThe individual and family history, baseline and longitudinal monitoring as 

recommended by the ADA/APA should be the standard of practice

ü Identify the current PCP for each individual, and when none exists, assist the 

individual in finding a PCP and accessing care

ü Establish specific methods for communication and treatment coordination 

with PCPs and assure that timely information is shared in both directions

MCPP HEALTHCARE CONSULTING

The Person-Centered Healthcare 

Home for People with SMI
Á Note the proposed renaming of the concept from patient-centered 

medical home

Á See Behavioral Health/Primary Care Integration and The Person-

Centered Healthcare Home, recently prepared by the National Council 

Á For BH providers envisioning a future role as person-centered 

healthcare homes, there are two pathways to follow

ü Providers who want to become full scope person-centered healthcare 

homes for people with SMI should look to the Cherokee model and seek 

to become full scope providers of primary care services, for a broad 

community population as well as for those receiving BH services 

ü Providers who want to partner with full scope primary care organizations 

to create person-centered healthcare homes for individuals with SMI 

should organize a parallel to the IMPACT primary care model, with 

collaborative care, care management, a designated PCP consultant, 

outcome measurement, and stepped care for primary care needs in BH 

settings 
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Á Assure regular screening and registry tracking/outcome measurement at the time of 

psychiatric visits for all BH consumers receiving psychotropic medications 

Á Locate medical nurse practitioners/PCPs in BH clinicsðprovide routine primary care 

services in the BH setting via staff out-stationed under the auspices of a full scope 

person-centered healthcare home

ü BH organization hiring a nurse practitioner directly, without the backup of a skilled PCP and 

a full scope healthcare home cannot be described as providing a healthcare home, and is 

not a recommended pathway 

Á Identify a primary care supervising physician within the full scope healthcare home to 

provide consultation on complex health issues 

Á Assign nurse care managers to support individuals with elevated levels of glucose, 

lipids, blood pressure, and/or weight/BMI 

Á Use evidence based practices developed to improve the health status of all 

individuals with chronic health conditions, adapting these practices for use in the BH 

system.

Á Create wellness programs

The Person-Centered Healthcare 

Home for People with SMI: Partnership

MCPP HEALTHCARE CONSULTING

Financing Issues

-The Status of Mental Health Carve-Ins

- Safety Net Mental Health Funding Gaps

- Payment Mechanisms: Risk-Based and 

Performance-Based Contracting

- Funding Barriers to Primary Care/BH Integration
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Mental Health Carve-Ins
ÁNational experience with carve-in/carve-out

ü New Mexico (carved in [note that the three health plans with the 
carve in contracts hired MBHCOs to manageðcarving out inside of 
the carve in, with associated administrative costs]; 2000 waiver 
renewal was initially denied by CMS [only 55% of BH premium going 
to services]; then reinstated [required that 85% of BH premium go to 
services]; system has continued to be restructured into carve out)

ü Mid Tennessee Carve-in to Health Plan (ñdisappointingéno changes 
on the groundò MH Commissioner, August 2008)

ü Washington Stateôs WMIP Carve-In Pilot , which demonstrates that 
integration without a proper clinical design does not save money or 
necessarily improve outcomes (see next slides)

ÁThe Carve-In/Carve-Out dilemma:
ü How do you ensure that mental health PMPMs are used for mental 

health services and true clinical integration occurs in a carve-in? 

ü How do you ensure that Quadrants II and IV persons (SMI) get their 
health needs met and Quadrants I and III get their behavioral health 
needs met in a carve-out?

MCPP HEALTHCARE CONSULTING

ÅClark

ÅKing

ÅKitsap

ÅPiece

ÅSkagit 

ÅThurston

ÅWhatcom

Comparison Counties

Snohomish County 
WMIP Pilot

ñOther Countiesò
= Remaining 31 counties

About the Washington Medicaid Integration Partnership

What is the Washington Medicaid Integration Partnership (WMIP)? 

A voluntary managed care pilot project in Snohomish County designed to 
improve care for disabled or aged Medicaid clients by coordinating 
services that in the past have been provided through separate treatment 
systems.

Implementation:

ÅMolina Healthcare of Washington 
began providing care in January 2005 

Benefit package:

ÅMedical

ÅSubstance abuse

ÅMental health

ÅLong - term care 
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Medical Cost Changes: WMIP is approximately cost neutral

Since WMIP implementation in January 2005, changes in PMPM medical costs in 
Snohomish County have been comparable to cost changes in other counties.

SOURCE: RDA Client Outcomes Database 
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Summary WMIP
(vs. Comparison Group)

ÁService model was health plan based/telephonic 
authorization and care management

ÁCost-neutral for medical costs

ü Lower rates of IP hospital admissions

ü Little change in ER visits

üNo strong pattern of differences in other services

ÁWMIP enrollees receive less chemical dependency 
treatment than the comparison group

ÁState hospital utilization has been mixed

üHigher than comparison in first cohort, larger decline 
in second cohort
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Safety Net Mental Health Funding Gaps
ÁMedicaid populations are a significant component of the public 

mental health system target population
ü 10% of the Medicaid population was established as a penetration 

target early in Medicaid BH managed care (mid 90s), in 
consideration of commercial rates of about 7%

ü Have seen a range from 5.5% to 22.8% overall Medicaid 
penetration in West Coast managed care settings

ü Child/youth penetration as a subcategory can drop as low as 2.7%, 
and older adult penetration as low as 2.6%

Á Emerging data suggests much higher prevalence (than general 
population 26%) in the Medicaid, General Assistance and 
uninsured populations and the inability of the specialty public 
mental health system to serve these populations
ü Medicaid at 40%-47% (CO, WA) 

ü Uninsured at 51% (Mauksch)

Á Because capitations rates are set based on the lower rates, a 
self-replicating actuarial cycle has unfolded ïsystems donôt 
have sufficient funding to meet the need and actuaries compute 
new rates based on the level of service provided
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Safety Net Mental Health Funding Gaps
Á Oregon: The November 2008 PCG Assessment of the Mental Health 

Care Delivery System in Oregon reflects this cycle: 
ü ñAbout 15,500 individuals have a serious mental illness and are neither 

covered by insurance nor receive mental health services through any state 
programs, including OHP.ò

ü ñThe Community Services Workgroup Report for the Oregon State 
Hospital Master Plan (Fall, 2008) estimates that approximately $579 
million biennially in additional funding is needed to provide services to all 
individuals who have serious mental illness and are not otherwise cared 
for now.ò

Á Additional information to add to the PCG Study
ü The 15,500 gap is based on persons with a GAF score of 50 or less.

ü There are an additional  24,200 persons with a GAF of 51-60 that have not 
been served.

ü At a minimum, $105 million per year would be needed to provide 
community-based services (not including inpatient and residential/ 
housing) to address this unmet need.

Severe Moderate Total

Oregon Unserved 15,500 24,288 39,788

Average Community-Based Cost per Case $2,660 $2,660

Annual Costs $41,230,000 $64,606,080 $105,836,080
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Safety Net Mental Health Funding Gaps
Á Oregon, like many other states, has a mental health system that is 

significantly underfunded.

Á Oregon healthcare reform that promotes clinical integration of general 

health, mental health and addictions treatment, supported by financial 

and structural integration will result in:

ü More robust behavioral health screening of persons receiving care in 

primary care and the identification of the aforementioned unmet need

ü Additional demand for behavioral health services in primary care for 

persons in Quadrants I and III

ü Additional referrals from primary care to specialty behavioral 

healthcare  for persons in Quadrants II and IV

ü Paying for these additional MH/SA services will come from:

ÅThe Health Care Capitation funds AND/OR

ÅThe Mental Health Capitation funds

ÅThis could result  in shifting funds away from the high need 

persons currently served to address the needs of QI, QIII persons

ü If there isnôt enough money, reforms wonôt achieve its objectives

MCPP HEALTHCARE CONSULTING

Payment Mechanisms
ÁThere are two payment mechanism 

concepts that create the foundation for 

integration and health reform:

üRisk-Based Contracting

üPerformance-Based Contracting

ÁThere has  been a great deal of 

experience with both, but integrating the 

two (the next step in healthcare payment 

reform) is relatively new territory.
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Payment Mechanisms 

Risk Bearing Contracts
Á The Relationship of Payment Mechanisms to Healthcare Delivery

ü For a covered population, the payor (Medicaid or an employer) is 

responsible for ensuring that all covered persons receive needed 

care.

ü This responsibility is often transferred from the payor to a health plan 

via a per member per month capitation rate with an accompanying 

benefit plan design that clarifies the covered services and gives the 

health plan the responsibility for ensuring that the right care is 

provided by the right provider in the right setting at the right time.

ü Health plans use a variety of mechanisms to manage this 

responsibility and the accompanying risk. In each case, the 

mechanism involves a decision about how much responsibility is 

passed to the provider community.

ü The transfer of this responsibility and the accompanying risk is 

illustrated by the following slides.

MCPP HEALTHCARE CONSULTING

The Healthcare Risk Triangle

and Payment Mechanisms

1.

Cost
Risk

Discounted

Fee For

Service
2. Utilization

Risk - Individual

Stratified

Case Rate3. Utilization
Risk - Case Mix

4. Penetration Risk

5. Population Risk

Blended

Case Rate

Subcapitation

PMPM

There are five types 

of responsibility and 

risk. Generally only 

four are transferred 

via four types of 

payment 

mechanisms. The 

greater the 

provider flexibility, 

the higher the 

risk. 
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Types of Risk In the Risk Triangle
Á Cost Risk/Fee for Service: The provider is paid fee for service and is only 

responsible for the possibility that services cost more per unit than payment rates 

per unit. The payor holds all remaining risk and responsibility.

Á Individual Utilization /Stratified Case Rate: The provider is paid a case rate 

based on level of need (higher rates for higher need individuals); the provider is 

responsible for providing all of the care needed by those individuals and is at risk 

if, on average, more units of service are required than estimated or if the cost per 

unit is higher. The payor holds the risk for more higher need cases than 

anticipated or more persons needing care.

Á Case Mix Utilization/Blended Case Rate: The provider is paid a single case 

rate, regardless of individual need, based on an estimate of average need for all 

patients; the provider is at risk if more patients with higher severity or complexity 

than estimated present for care. The payor holds the risk if more persons needed 

care than anticipated or if the cost per unit is higher.

Á Penetration/Subcapitation: The provider is paid a PMPM rate for a subset of 

the population (e.g. everyone with Medicaid in a given county); the provider is at 

risk if more individuals from the covered population use services than estimated 

as well as being at risk for case mix, individual utilization and cost risk.

Á Population: The population requiring coverage grows faster than estimated.
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Performance-Based Contracting
Á Performance-Based Contracting, also known as Pay For 

Performance (P4P) is a different concept than Risk-Based 

Contracting.

Á P4P generally involves paying a base rate (usually fee for service) 

and adds a bonus or performance incentive layer if designated 

performance measures are achieved.

Á Moving too slow or too quickly into P4P degrades the effectiveness of 

the program:

ü Too slowly = performance incentives that are too small to change 

provider behavioral (generally because the cost of reengineering to 

achieve the benchmarks are higher than the bonus)

ü Too quickly = any of the following:
ÅPicking too few, too many, or the wrong measures

ÅNot achieving buy-in from the participants

ÅPutting too much money into too few measures, which can degrade 

performance of other key measures

ÅLess than careful design of P4P and case rates or sub-capitation
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Performance-Based Contracting
ÁA system also must have stable processes in place 

prior to successfully measuring clinical outcomes. 

Thus most P4P programs use a developmental 

approach, using the following sequence:
1. Incentives for building necessary infrastructure (e.g., 

electronic health records)

2. Incentives for meeting process measures (e.g., 

percent of women in the target age screened for 

breast cancer)

3. Incentives for ñpatient experienceò (e.g., results from 

satisfaction surveys)

4. Incentives for clinical outcomes (e.g., blood sugar 

level control for diabetics)
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Californiaôs P4P Project
ÁThe California P4P 

project hit the streets in 
2002, which was a 
testing year.  Plans 
included:
ü Aetna (California)

ü Blue Cross of California

ü Blue Shield of California

ü CIGNA HealthCare of 
California

ü Health Net (California)

ü PacifiCare (California)

ÁTotaling ~ 7 million 
HMO enrollees, 215 
medical groups and 
45,000 doctors
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Californiaôs P4P Project
ÁP4P First Year - Measurement Set
üClinical Quality (50% weighting)
ÅPreventive care: breast cancer screening, cervical cancer 

screening, childhood immunizations

ÅChronic care: asthma (medication), diabetes (testing), heart 
disease (cholesterol management)

üPatient Experience (40% weighting)
ÅCommunication with doctor; timely access to care; specialty 

care and overall ratings of care 

ü Investment and Adoption of IT to support patient care 
(10% weighting) 
ÅPoint of care and population management (disease 

registries, electronic medical records, physician and provider 
reminders)

MCPP HEALTHCARE CONSULTING

Californiaôs P4P Project

Sample Report Card for Los Angeles County, 

http://iha.ncqa.org/reportcard/Frames.aspx?cid=38
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Californiaôs P4P Project

ñAdoption of IT systems for 

purposes such as building patient 

registries for at-risk or chronically 

ill patients and use of electronic 

decision support systems at the 

point of care offer potential 

improvements in the quality of 

care.  The physician groups who 

received full credit on the IT 

measures had average clinical 

scores that were nine percentage 

points higher than physician 

groups who showed no evidence 

of IT adoption.ò

(Source: IHAôs February 2006 Five 

Year Report, Page 17)
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Funding Barriers to Primary Care/ 

Behavioral Health Integration

ÁLast year CMS issued 

their first report on 

reimbursement issues 

related to mental 

health services in 

primary care, which is 

also relevant to 

medical services 

provided in mental 

health.
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Funding Barriers to Primary Care/ 

Behavioral Health Integration
The report identified seven key issues:

1.  State Medicaid limitations on payments for same-day billing for a physical 

health and a mental health service/visit;

2.  Lack of reimbursement for collaborative care and case management related to 

mental health services;

3.  Absence of reimbursement for services provided by non-physicians, 

alternative practitioners, and contract practitioners and providers;

4.  Medicaid disallowance of reimbursement when primary care practitioners 

submit bills listing only a mental health diagnosis and corresponding 

treatment;

5.  Level of reimbursement rates in rural and urban settings;

6.  Difficulties in getting reimbursement for mental health services in school-based 

health center settings; and

7.  Lack of reimbursement incentives for screening and providing preventive 

mental health services in primary care settings.

Note that the focus is on provider-level funding barriers. State-level payment

reform needs to ensure that it address these issues at the provider level (not 

just the health plan level).
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Funding Barriers to Primary Care/ 

Behavioral Health Integration
Á Equally important is not losing sight of real and continuing barriers 

driven by CMS regulations and Federal law, which are translated in 

the actuarial rate setting processes.

Á In August 2003 the Balanced Budget Act (BBA) of 1997ôs Final Rules 

for Medicaid Managed Care went into effect.  This new ñrulebookò 

changes how states with Medicaid Behavioral Health Managed Care 

Waivers are paid for services and manage their programs.

Á Under the ñold rulesò:

ü There was flexibility to give clients what they needed, even if it didnôt fit 

into a defined service code.

ü Cost savings from the Medicaid managed care plan could be used to 

provide additional mental health services; we didnôt have to worry about 

giving money back if we donôt spend it.

ü Recording and tracking every unit of services was not as important 

because we werenôt being paid fee for service. We could focus more on 

managing to client outcomes than managing unit cost and productivity.
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Funding Barriers to Primary Care/ 

Behavioral Health Integration
Under the new rules, rates must be ñactuarially soundò following a 

narrowly defined rate setting processes:

ü Medicaid Rates are based on: 

ÅCounting the historical services that have been reported,

ÅMultiplying them by a rate for each service, and

ÅAdding/subtracting adjustments for inflation and expected changes in 
utilization

ü Rates must be based only on Medicaid services

ÅIf a provider provides service outside the state plan and it is not an 
approved 1915(b)3 alternative service, it wonôt be counted

ü Rates must only pay for services to Medicaid beneficiaries

ÅIf a plan uses any savings to serve persons who have lost their Medicaid 
coverage, they wonôt be counted (and they will be subject to recoupment 
in an audit)

Until Medicaid regulations change, these limitations will continue

to exist for states moving to new payment mechanisms.
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Funding Barriers to Primary Care/ 
Behavioral Health Integration

Á A number of States, including Oregon, got into trouble with the 
BBA rules because they had managed mental health care 
systems where Medicaid Health Plans passed a portion of their 
capitated risk down to providers in the form of case rates or sub-
capitation payments with the expectation that:
ü Providers must meet the needs of the clients/populations for which 

they are responsible.

ü Providers are at risk for excess utilization and cost under case 
rates, plus penetration risk under sub-capitation.

ü Providers can reap the ñrewardò if savings were achieved.

Á These reimbursement methods inadvertently broke the link 
between recording/submitting services and being paid.  As a 
result, there was a drop in reported state plan services.

ÁOregon has the distinction of being the only state in the country
that actually had 2 ½ rounds of Medicaid mental health rate cuts 
because the system was not able to respond quickly enough to 
the new rules.
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Proper Design and 

Sequencing

MCPP HEALTHCARE CONSULTING

Proper Design and Sequencing
Step 1: Do your homework and create a realistic timeline

ü There is no guarantee of success; proper research and planning will 

increase the odds; build in enough time to move through a sufficient 

number of PDSA (plan ïdo ïstudy ïact) cycles 


