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All Healthcare is Local: 

How States are 

Implementing Health 

and Behavioral 

Healthcare Reform ð

A Panel Discussion

Monday, March 15, 4:00-5:30

Mike Hogan, Charles Curie, George 

Delgrosso, David Johnson and Dale Jarvis

All Healthcare is Local Overview

ÅWhat happens when you put together a:

ïState Mental Health Commissioner,

ïFormer Administrator of SAMHSA,

ïExecutive Director of a State Behavioral Healthcare Association,

ïCEO of a large Community Behavioral Healthcare Organization, 

and

ïA CPA & Healthcare Consultant

ÅTo talk about, All Healthcare is 

Local: How States are Implementing

Health and Behavioral Healthcare 

Reform?
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All Healthcare is Local Session Format

ÅPresentations and Discussions of how Healthcare Reform 

will impact the Community Behavioral Healthcare System 

at the Local, Region and State Levels

ÅPanelists Asking Each Other Questions

ÅParticipants Asking Questions 

of the Panelists

Dale Jarvis ï6 Hypotheses
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Hypothesis #1: Healthcare Reform

will Pass and will usher in Unprecedented Change

We are on the cusp of the second (and most significant) wave of 

healthcare and public behavioral health change in the last 25 years

6

Hypothesis #2: New Delivery System 

and Payment Reform Models will Spread Rapidly

Integrated Delivery Systems

Accountable Care Organizations

Bundled Case Rates that 

pay a Percentage of PACs 

and Non-Payment for Never 

Events 

Payment Model to cover 

Prevention, Primary Care 

and Chronic Disease 

Management;  Bonus 

Structure for managing 

Total Health Expenditures

Person 

Centered 

Health 

Care 

Homes

Specialty 

Hospitals
Person 

Centered 

Health 

Care 

Homes

Linkages to High 

Performing Specialists that 

can support the 

management of Total Health 

Expenditures and minimize 

Defect Rates

Food Mart

Specialty Clinics

Food Mart

Specialty Clinics

Person 

Centered 

Health 

Care 

Homes

Specialty 

Hospitals

Hospitals within Hospitals

Clinic

Clinic
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Hypothesis #3: MH/SU is at a Tipping Point

ïDue to greater understanding of how many

Americans suffer from mental health and 

substance use disorders andhow expensive 

the total healthcare expendituresare for this

group...

ïWe have reached a tipping point in understanding the importance of 

treating the healthcare needs of persons with serious mental 

illnessand the behavioral healthcare needs of all Americans...

ïWhich are creating a set of exciting opportunitiesand potentially 

significant challengesfor the Community Behavioral Healthcare 

Organizations in the U.S.

Hypothesis #3: MH/SU is at a Tipping Point

We now 

have data 

from many 

states that 

persons with 

a SMI have 

much higher 

healthcare 

costs

Medi-Cal FFS 

Total

Medi-Cal FFS 

SMI

Medi-Cal FFS Enrollees 1,580,440 166,786 11% SMI % of Total

Medi-Cal FFS Costs $6,186,331,620 $2,395,938,298 39% SMI % of Total

Medi-Cal FFS Cost/Enrollee $3,914 $14,365 3.7 SMI/Non-Ratio

Diabetes 4% 11% 2.8 SMI/Non-Ratio

Ischemic Heart Disease 2% 6% 3.0 SMI/Non-Ratio

Cerebrovascular Disease 1% 3% 3.0 SMI/Non-Ratio

Chronic Respiratory Disease 5% 13% 2.6 SMI/Non-Ratio

Arthritis 2% 7% 3.5 SMI/Non-Ratio

Health Failure 1% 3% 3.0 SMI/Non-Ratio

Inpatient Episodes 100 293 2.9 SMI/Non-Ratio

ER Visits 337 1,167 3.5 SMI/Non-Ratio

Inpatient Acute Days 609 2,094 3.4 SMI/Non-Ratio

Primary CareVisits 128 492 3.8 SMI/Non-Ratio

Specialist Visits 1,211 6,058 5.0 SMI/Non-Ratio

California Fee for Service Medi-Cal Analysis - 2007

Metric

Prepared by JEN Associates, Cambridge, MA
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Hypothesis #4: Coverage Expansion Changes Everything

9

Impact of U.S. Health Reform on Coverage for Non-Elderly

Senate Finance Committee Reform Bill

Current Reform Reform Reform

Law 2019 Impact Total Impact

(Millions) (Millions) (Millions) %

Medicaid/CHIP 35            15            50            43%

Private/Other Insured 193          16            209          8%

Covered Non-Elderly 228          31            259          

Å$15 to $23 billion in added

spending for MH/SU from 

insurance expansion

Å No credible info yet on 

$ impact of Parity Act

Å 15 Million increase in 

Medicaid enrollees (43%)

Å 16 Million increase in 

Privately Insured

Senate Healthcare Reform Bill 2019

Medicaid & SCHIP Expansion $87,000,000,000

Healthcare Exchange Subsidies $106,000,000,000

Total Expansion Funding $193,000,000,000

Behavioral Health Spending @ 8% $15,440,000,000

Behavioral Health Spending @ 10% $19,300,000,000

Behavioral Health Spending @ 12% $23,160,000,000

ÅMost members of the Safety Net will have Health Insurance that includes 

mental health and substance use coverage

And a much 

greater demand 

for service 

providers

Note that these 

figures are based 

on closing the gap 

halfway for just 

the indigent & 

uninsured 

individuals with a 

SMI/SED

10

Hypothesis #4: Coverage Expansion 

Changes Everything
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Hypothesis #5: CBHOs are going

to need to key there eye on two balls

Integration of 

CBHOs into 

Person 

Centered 

Healthcare 

Homes

11

Clinical Design for Adults with Low 

to Moderate and Youth with Low to 

High BH Risk and Complexity 

Primary Care 

Clinic with 

Behavioral 

Health 

Clinicians 

embedded, 

providing 

assessment, 

PCP 

consultation, 

care 

management 

and direct 

service

Partnership/

Linkage with 

Specialty CBHO 

for persons who 

need their care 

stepped up to 

address 

increased risk 

and complexity 

with ability to 

step back to 

Primary Care

Clinical Design for Adults with 

Moderate to High BH Risk and 

Complexity

Community Behavioral Healthcare 

Organization with an embedded 

Primary Care Medical Clinic with 

ability to address the full range of 

primary healthcare needs of 

persons with moderate to high 

behavioral health risk and 

complexity

Food 

Mart
CBHO

Food MartCBHO

Hypothesis #5: CBHOs are going

to need to key there eye on two balls

ÅHigh Performing, Recovery and Wellness-Oriented Centers

ïAbility to provide a true ñholding environmentò for persons with 

serious MH/SU disorders

ïThat help consumers towards wellness and inclusion in society

ïWhich are the two components necessary to bend the cost curve

12
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Hypothesis #6: Carve-Outs 

will come under Scrutiny in Many States

Different Scenarios will play out across the country

ïSome states will end their carve-outs to achieve clinical integration

ïOthers will stay with the status quo and attempt to avoid change

ïA 3rdgroup will work 

with their MH/SU

partners to move

into the next

generation

ïA 4th group will

stay with carve-

out model but

re-procure the

entire system

13

Current Health Plan Designs

Managed Care 

Organizations (MCOs) 

for Health Care of TANF

Fee for Service Medical 

Services for Disabled

Behavioral Health Carve-

Outs

Fee for Service 

Behavioral Health

Near Future Designs

Managed Care 

Organizations (MCOs) 

for Health Care with 

Carve-In of BH

Behavioral Health Carve-

Outs

Emerging Designs

Integrated Systems of 

Care that Align Service 

Delivery, Management 

Structures and Financing 

for Medical Care and 

Behavioral Health 

Services in Support of 

Full Clinical Integration

Managed Care 

Organizations (MCOs) 

for Health Care

Mike Hogan, Shift Happens and 

Other Provocative Thoughts 



3/12/2010

8

SMHA Financing Challenges: Shift Happens

ÅVariabilityé.among states, and over time

ïIf youôve seen one stateé 

ÅThe landscape of mental health financing has shifted 

dramatically

ïItôs not 1980, or 1990, or 2000 anymore

ÅWhat lies ahead, and how it will shape financing?

ïSome trends are predictable. How to play in the new 

game?

Perspectives on Financing 

Challenges

ÅVariabilityamong states andin 

states over time

ÅSize, geo-demographics

ÅHistory, legacy, politics

ÅOrganization:

ïOf Government, SMHA 

ïOf  mental health system: local govôt 

role?

ïMedicaid

ÅEconomic/budget status

ÅThis variability can blind us to long 

term trends in mental health finance
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> $130   (13)
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How the Financing Game Changed - 1

ÅItôs now a ñpost-institutionalò specialty mental health system

ÅWhich impacted budget trends as well as the locus of care

ÅWe did not anticipate that shifting to community care would affect 

resource levels

An Illustration of how Reform Affected Funding:                             

Ohio DMH: Major GRF Accounts: FY 90 dollars
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Hospital to Community Care
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Post Reformé
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How the Financing Game 

Changed 2: ñMedicaid Itò

46%

75% State General 

Funds

14%

44%Medicaid (State & 

Federal)

11%
12% Other Funds
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Today, itôs all about Medicaid

--Jeff Buck in Psych. Services(11.09):

--Trends: More money for community 

careéExpanded role for state Medicaid, less 

clout for SMHAé.privatization of some 

functionsé.decreased reliance on public 

hospitals 

--Emergent issues: reduced funding 

flexibility/increased ñrigoròé skewed population 

priorities

--Elephants in the room: Medicaid Integrity 

Program. IMD (not)

--Future Medicaid trendséDemos? Grants? 

Friends in high places? A kinder, gentler CMS? 

Erosion in ñstewardshipò of mental health care?

What Lies Ahead 1: Thereôs a War On
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What Lies Ahead 2: Weôre In the Mainstream

Transformation of Clinic Care in NYS


