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Overview

The American healthcare system is broken. It is too expensive, leaves tens of millions of
Americans exposed to poor health carhes and economic ruin, and has driven many
healthcare providersom the fieldin search ofess stressful workAt current rates, this
troubled system will grow from 726 of the U.S. economy in 2009 td% by 2020, a
doubling of costs from $2.5 to $5.2lton per year.Experts from across the political and
economic spectrum agree that this trend will seriously damage the competitiveness of
American businesses and prevent the federal and state governments from meeting other
critical obligations

The shee magnitudeof thesechallenges appesto be forging a coalition of consumers,
healthcargroviders, hospitals, and insurance companiesslugtting closer each day to
agreement on how to address the three key componehe&altcaraeformi universa
coverage, payment system reform, and delivery system redesign. While it is not yet clear
how universal coverage wilinfold, there is a clear consensus about the methods for
improving quality and containing cosishealthcarereform must include simult@ous
reengineering of the payment and delivery systems.

Healthcarereform efforts are already underwaythe public and private sectors, testing
new methods of organizing and funding carehe areas ofhronic medical conditions
andpotentially avoidal®# complicationgroviding a window into how generd&lealthcare
reform will occur Medical homesare being pilotedo manage the health status of
persons with chronic medical conditigrghile bundled paymenpilots are testingisk

and reward arrangemenitsr acute care episode$ogether, these types of efforts are
leading to three fundamental system improveméntsealthcarewill become better
coordinated; prevention, early intervention and disease management services will grow
with a corresponding decknin secondary and tertiary care; and errors and overuse will
be disincentivized by replacing fee for service payments with risk and reward financial
arrangements.

To-date, there has been very litHealthcargeform design work focuskeon the needs of
Americans with serious mental health and substance use disorders and the challenges
faced bycommunity behavioralhealthcareorganizationsA set of funding and structural
problems have resulted in a public behavioral healthcare systaimsthacking in
esential payment and regulatory supports necessary for sutdessany cases to a
much greater degree than the genbegllthcaresystem.These topics, though seemingly
mundane, take on realorld importance when one looks at the situations of the people
involved. If you are a person living with serious mental illness, you are likely to die 25
yeas earlier than someone with similar demographic characteristics but who does not
have a serious mental disord&his stunning disparity clearly indicates thatatever

the situation within the generdiealthcaresystem, even more extreme challenges
confront the behavioral health safety net system and the people it is intended.to serve

Inafinew wad pdritd and universal coveragehere Medical Homes become
accountable for the total heatthre expenditures of their patientsvith associated
financial risks and rewardsjedical practices and health systems will quickly learn that
the elderly with multiple medical conditions and persons with serious mentéah aealt
substance use disorders are two populations critical to getting a handle treadltisare

Healthcare Payment Reform and the Behavioral Health Safety Net, Discussion Draft April 5, 2009, Page 3



expendituresThis will place both populations under a large magnifying glass and create
significant opportunities for addressing the current health digggritr persons with

serious mentaillnessas well asopportunities and threats to tkemmunity behavioral
healthcaredelivery system.Cent er s t hat donot become part
structure and/ or arenodot abl etsthattheyarmablest r at e
to provide high quality specialty behaviotaalthcarghat manages the total healthcare
expenditures of their clients will be at risk.

This paper has been written to explohese issues in order twidge thecurrentgap
between dbrts within the behavioral health community and those of geheaticare
reformers. The paper then examines four behavioral health payment reform and delivery
design changes that can help bring the behavioral healthcare commumisigniment

with general healthare reform.

1. Medical Homesneed to be renvisioned asPersonCenteredHealthcare
Homesfor persons with mental health and substance use disondihs,
additional Federal funding arattive participation of Community Behavioral
Healthcare Orgaizations

2. Federal and State Payment Methadast change to address the disincentives
that hinder provision of the right care at the right time in the right place

3. Federal designation should be created for
Federally Qualified Behavioral Healthcare Healthcare
Centers (FQBHC) with accompanying Homes
benefits and responsibilitiegh order to
shore up the behavioral health safety net
delivery systemand

) ] Federal New
4. Dedicatedrederal Funding Streasshould | Funding > < Payment
be developed to support behavioral hea| Streams Methods

workforce development andFederally
Qualified Behavioral Healthcare Centers
that will have additional responsibility to

. . FQBHC
serve uninsurec&nd underinsureghersons Status
with serious mental health and substance
use disorders

The paper concludes with the roles of key stakeholders in supporting reforta tor
persons with serious mental health and substance use disorders.

The ideas in this paper present one framework for creating behavioral-$eedific
solutions that fit with largehealtrcare reform. Other perspectives and ideas will be
critical as community behaviorahealthcare stakeholders come together to assist
Congressional leaders, the Administration, and health policy experts in addressing the
needs of Americans with serious mental health and substance use disorders.
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The American Healthcare System is Broken

Webve all r eamdithey dreechilbn§) 47 miilien tAmericans uninsured; 86.7
million uninsured at one point during the last two years; 18,000 unnecessary deaths each
year due to lack of health insurance; U.S. infanttality rate twice as high as Japan,
Sweden, andFinland U.S. ranks 37 among health systems in the wofldhe list of
headlines geson, but the story is clealhe American healthcare system is broken.

As the table below makes cleand more recent dlies reinforce the U.S. healthcare
system is the most expensive in the world, yet it is the worst perforamddeast
equitableof any wealthy nation.

Health Care System Indicators and Rankings in Selected
High-Income OECD Countries, 1997-1999

Responsive-

Fairness of ness Health

Indicator Health Infant Financial of Health System

Spending % | Mortality | Contribu- System Overall

of GDP 1998 | Rate 1998 | tions 1997 1997 Performance

Country (Percent) (Rate) (Rank) (Rank) (Rank)
Australia 8.5 5.2 27 12 32
Canada 9.5 5.2 18 7 30
Denmark 8.3 5.2 4 4 34
Finland 6.9 3.9 10 19 31
France 9.6 4.6 27 17 1
Germany 10.6 4.9 7 5 25
Italy 8.4 6.1 23 22 2
Japan 7.6 4 9 6 10
Luxemburg 5.9 5.1 2 3 16
Norway 8.9 4 11 8 11
Sweden 8.4 35 14 10 23
Switzerland 10.4 4.7 39 2 20
UK 6.7 5.9 8 18

Source OECD US Census WHO WHO WHO

Figure 1: Health Indicators and Rankingsi
WHO = World Health Organization OECD = Organization for Economic Cooperation
and Development; Red shading = lowest rank/score;
A brief look atwhat some of the leading healttte policy experts have concluded
provides additional discouragement

AThe American healthcar e (BzkisHmaud, MD Sharaf dy sf un
the Department of Bioethics at the Clinical Center of the National Institutes of Jealth

féthe major shortcomings of American healthc

flaws in the way the country finances, organizes and@leliss  (\éctbr €uchg) Stanford
University Professor of Economics and of Health Research and Policy, enfleritus)
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Al n many ways, the nationds <current heal t h
support s, the nationds h éatlely ewagdonellness or The sy
high quality. The system does not encourage societal benefit such as access to care. And

the system creates financial instability by adding cost and complexity to health
administration, by rewarding highost practices, and bigcusing on expensive sickness
focused intervent i MHeathcared Fmanchkl ®dnageindntassociatibe) | | ne s s . 0

This situation has led to broad support for overhauling the healthcare system. That said,
the current consensus about tieed for cangeis as powerful as thtailed historyof

reform efforts by Presidents Roosevelt, Trupraard Clinton.One major difference in the
current environment is the recognition that maintaining the status quo is economically
unsustainablgf not morally unaceptable

The consequences of failed reform efforts were recently quaritifiddhe Lewin Group
a healthcare policy research and management consulting Atraurrent growth rates
healtrcare costsvill increase from $2.5 trillion in 2009 to $5.2 trillidy 2020"

Total National Health Expenditure (NHE) Growth by Provider Sector,

Current Projections and with Peolicy Changes, 2009-2020
Projected Growth, Current Policy (trillions)

$6.0 -
$5.2
$5.0 -
-~ Total NHE
$4.0 - $2.3 All other

[l Physician &
other
professional

] Hospital

$0.0
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Figure 2: Projected Change in National Health Expenditures"i

Figure 2 separates the total National Health Expenditure into threeibaodpital costs,
clinician costs, and all other health expenditures. The growth from $2.5 trillion 20 $5.
trillion means that health expenditures will grow from 16.9% of the U.S. economy to
20.8% between 2009 and 202ath similar rates of increase in each band

Experts from across the political and economic spectrum agree that this trend will
seriously damage the competitiveness of American businesses and prevent the
federal and state governmerd from meeting other obligationsincluding education,
social services, public safety, economic developmeahd transportation.
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Consensus is Building about the Design for Healthcare
Reform
General agreement existsoaib the contours of U.S. heattre reform with consensus

that reform must address three issuesiversal coverage, payment system reform, and
delivery system redesign.

A
Universal _
Coverage Pa'yment De“Very
Reform System
Redesign

Figure 3: Components of Healthcare Reform

Universal Coverage

According to the Institute of Medicine, 18,000 Americans die prematurely each year
because their lack of insurance prevents them from getting necessary healthcare
interventions in time'! Earlier treatment and more effective magement of chronic
medical conditions through the availability offaadable coverage for all Americans
combined with comprehensive benefits, access to sendndsa reengineered delivery
systemcould eliminate these premature deaths

Although univesal coverage will increase the use hwfalthcareservices, The Lewin
Group has estimated that expanding coverage to 99% of Americans will resulein a
savings of $94 billionbetween 2010 and 2020due to addressing health conditions
earlier and more #&dctively.

Although general agreement exists about the needufiversal coverage, several
different approaches are being actively debated, which srthkeoutcome difficultto
predict.

Payment System Reform and Delivery System Redesign

There isa clearconsensus that health reforms efforts in timetédl Statesvill notsucceed
unless quality is improved and costs are contained. Recent information coming out of the
threeyear old Massachusetts universal coverage experiment reinforces this concern.
Although the state succeeded in implementing universal coverage, cost containment
measures werdeferredto a future policymaking cycle. As a result, the growth in health
spending per persacontinues tagrow atan unsustainable rate thatrmich faster than
therest of the coumy.”

There isalso an emerging ceensus abouthe methods forimproving quality and
containing costs healthcarereform must include simultaneous reengineering of the
paymentand delivery systers. In February 2009, The Commonwealth Fuetkased a
report thatincludesmany of the methods currently under discussion in WashinBt&h
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The Path to a High Performance U.S. Health Systé&m 2020 Vision of the Policies to

Pave the Waycontainsa set of strategies encompassing the three coemp®risted

above that can achieve 99% coverage by 2012 and reduce the growth in national health
spending between 2009 and 2020 by $3 trillibigure 4 illustrates the projected trend

lines with and without reform

Total National Health Expenditures (NHE), 2009-2020
Current Projection and Alternative Scenarios

$6 - -
——Current projection (6.7% annual growth) NHE in trillions

—+Path proposals (5.5% annual growth) 9.2
$5 1 —+—Constant(2009) proportion of GDP (4.7% annual growth) 4.6
$4 - 4.2
$3 -

286
$2 1 Cumulative reduction in NHE through 2020: 83 trillion
$1

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Figure 4: National Health Expenditure Trend Lines”

The Commonwealth Fund, with analytical support from The Lewin Groap jdentified
ten healthcarereform policiesand quantified theireffect on reducing the growth in
healthcarespending

Major Sources of Savings Compared with Projected Spending,
Net Cumulative Reduction of National Health Expenditures, 2010-2020

Affordable Coverage for All: Ensuring Access and Providing System Reform Foundation

+ Netcosts of insurance expansion =394 hillion
» Reduced administrative costs —$337 billion
Payment Reform: Aligning Incentives to Enhance Value

+ Enhancing payment for primary care =871 billion
+ Encouraging adoption of the medical home model =$175 billion
* Bundled payment for acute care episodes —$301 billion
+ Correcting price signals —5$464 billion

Improving Quality and Health Outcomes: Investing in Infrastructure
and Public Health Policies to Aim Higher

+ Accelerating the spread and use of HIT —5$261 billion
+ Center for Comparative Effectiveness —$634 billion
+ Reducing tobacco use —$255 billion
+ Reducing obesity —$408 billion
Total Net Impact on National Health Expenditures, 2010-2020 —-$2,998 bhillion

Figure 5: Components of Commonwealth Fund Proposal Savings’(i
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The plan described in th2020 VisionPath is ambitious, but not unrealistic, and the
rewards are significantedudng the growth in national health spending between 2009
and 2020 by $3 trillion. Even more important, the savings are modestlynyears,
growing over time. If implemented in 2009, net savings in National Health Expenditures
is projected to be $billion in 2012, growing to $716 billion by 2024. Figure 6
illustrates this trend.

Current Law 2020 Vision
Health Spending Health Spending Met Savings MNet Savings

Year (hillions) (hillions) (hillions) %,

2010 52,776.4 52,777.6 -51.2 0.0%
2012 53,173.4 53,107.6 565.8 2.1%
2014 53,626.6 53,400.6 5226.0 6.2%
2016 54,136.9 53,811.7 5325.2 7.9%
2018 54,718.6 54,254.5 5464.1 9.8%
2020 55,382.2 54,783.7 5598.5 11.1%
2022 56,139.1 55,481.0 5658.1 10.7%
2024 57,002.3 56,286.5 5715.8 10.2%

Met Savings in NHE (Billions)
$800.0
$500.0 —-"."-_.-_-._
$200.0 Ir"‘.—"-.»
-5100.0 _.-'E.f ' ' ' ' ' !

2010 2012 2014 2016 2018 2020 2022 2024

Figure 6: Change in National Health Expenditures
under the 2020 Vision Path™"

All of the healthcarereform plans under consideration byCongress andhe Obama
Administration move towards universal coverage and leveragpayment system
reformsand delivery systemchangesto improve quality and contain cost
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Healthcare Reform is Already Underway

Despite all of the different agendas and proposals, it is clearrkabfthreehealthcare
reformscenarioss likely to occur by the end ¢201Q

V True reform, similar to the program being put forward by The Conmmealth
Fund will occur;

V The reform process will be diluted and Congress will pass aHassobust
reform plan;or

V The current recession and political headwinds will create a stalemate in
Congressand no reform legislation

20097 2010 U.S. Health Care Reform Efforts [€—

2020V i s ij o| Watered Stalemate
Type Reform Down No
Package Legislation Legislation
Sub- Status quo
optimized moves the
Solution country
doesnpt towards A
address financial
problems insolvency

Figure 7: 2009-2010 Reform Scenarios

Because of the weight of the economic pressures, genuine reform efforts will need to be
revisited if either of the second two scenarios urgold

While these political and legislative wheels turast and qualityssuesare already being
addessed through a series of public and private reform pilots. Two areas of
experimentation provide a window into hopayment reform and delivery system
redesigrare likely to unfold in the United Statésnitiativesto managechronic medical
conditions andpilots toreducepotentially avoidable complications(PACS).
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Chronic Medical Conditions and the Medical Home

Currently, 45 percent oAmericans have one or morechronic conditions such as
diabetes, hypertension, arthritis, depressmmdementia. Half bthis group has two or
morechronicconditions Over half ofthe people with serious chronic conditiohslmost
one quarter of the people in the United Statese receiving care from three or more
physicians!" This scattering of carean result in duptate tests, conflicting medical
advice and prescriptions for contraindicated mediatioAB. of these factors help to
explain why treatment afhronic disorders accounts for thrggarters of direct medical
care costs in the United Statés.

The Lewin Graip has estimated that thimited Statesould savanore than half a trillion
dollars over ten years through various improvements to the treatment of chronic
conditions and the adoption of the medical home. An estint4é8 billion could be
savedon chronc care management through implementation Geater for Comparative
Effectivenessand increagd adherence to published guidelines for patients in disease
management programs frotime current rate of 55.9% to 90% by 2019An additional

$175 billioncouldbe saved bgncouraging the adoption of the medical home model, as
noted in Figure 5.

In recent years the PatieGentered Medical Home has emerged as the leading model for
treating chronic medical conditioria primary care settingsin 2007, the Ameriga
Academy of Family Physicians, American Academy of Pediatrics, American College of
Physicians, and American Osteopathic Association released the following Joint Principles
of the PatienCentered Medical Home:

V Each patient has an ongoing relationship aifersonal physician

V The personal physician leads a team of individuals at the practice level who
collectively take responsibility for the ongoing care of patients

V The personal physician is responsible fo
healthcare needs or appropriately arranging care with other qualified
professionals

V Care is coordinated and/or integrated across all elements of the healthcare
system

V Quality and safety are hallmarks
V Enhanced access to care is availpghiel

V Payment appropriatelyecognizes the added value provided to patients who
have a patiertentered medical honig.

Federally Qualified Health Centers(FQHCs) have a long history of following many
principles of a medical homewith significant measurable resultelated to chronic
medical conditionsSeveral studies have found that health centers save the Medicaid
program more than 30% in annual spending per benefidisggyto reduced specialty care
referrals and fewer hospital admissidfisHaving benefited from financing arrangentsen

to support costs not covered by typical fee for service payment arrangeR@HISs can
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be considered a large scaddot in the use of Medical Homes to manage chronic
conditions.

Other segments of the Medicaid system have experienced improved h#aitmes and
cost savings throughPrimary Care Case Management(PCCM) programs These
programsuse primary care physicianio coordinate carand managéotal healtlcare
expenditure. Studies of these programs have shown cost savings L@%mer year
after the initial ramp up peria8"

A number ofMedical Home-relatedclinical and financial designand Medicare pilots

are being explored and the concept Wi gain further traction with o without

Congressional legislationin all of the designs there is arckmowledgement that

continuing afee for servicepayment mechanism does not support the costs associated

with the Joint Principles listed above amyersedhe financial incentivesTwo payment

model s in The Commonweal th dSenadeodeff@®20 Vi si ¢
correct these problems

The first of these modelavolvesMixed Case Rateand Feefor-Service (FFS) In this
system, ertified practices would receive a peatientpermonth Medical Home fee in
addition to all currently coveredHS payments. The amount of the Medical Home fee
would varydepending on the illness severity of the enrolled patient, but would average
$8.00 pemembempermonth;

In the other model, @rimary Care Medical Home would beadvanced Under this
payment strutire, certified practices wouldeceive a riskadjusted pepatient global fee
permonth to cover all primary cargervices (not including labs, radiology, pharmacy,
vaccines, etc.). This fee woulditially be set at the expected rigkljusted average
payment for primary care serviceggking into account geographic differences in the
prices of practice inputs:
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Potentially Avoidable Complications (PACs)

Overlappingthe discussion of chronic condition management and medical homes is the
conceptof potentally avoidable complications (PACIPACscan be defined as medical
conditions resulting from improper diagnosis, medication errors, patient confusion about
self-care, poor communication between providers at faifg] the absence of haiudfs,
inpatient averse eventsand other related activitie®bviously such items present rich
territory for improving quality, containing cost, and revamping the delivery of care.

Researchers examinimgalthcareexpenditures for specific conditions have begusdx

the costdor an increasing number of conditionsnt o At ypi cal -relatedai ms o at
claimso in order to understand how8much mo
illustrates this process for knee replacement surdérg.surgery itself and the lab tests

represent typical claims; the care for wound infection and pneumonia represent the PAC

claims.

Relevant claims get navigated as
typical or PACs

Typical:
Lab tests
Care for

Wound

Infection

PAC:
+Care for Wound Infection
*Pneumonia

Exclude: Irrelevant claims get
*CABG filtered out
*Breast Surgery

Figure 8: Cost Components of Knee Replacement Surgery™
(Note: CABG = coronary artery bypass graft)

Robert Wood Johnson Foundation and Commonwealth Fund leavefbinding research

to understand #se phenomena and develop an approach to payment reform called
Evidenceinformed Case RateECRS). Based on an evaluation of the eleven conditions
analyzed tedate® errors (PACs) consuman average of 25 cents on evacute care or
proceduraldollar and an average of over 60 cents on every dollar of a chronic care
conditions™ This sorting which covers loolback and look forward time windows, is
handled differently for acute and chronic conditiongjescribed irFigure9.

! The eleven conditions studi@aclude diabetes, acute yocardial infarction (AMI), congestive

heart failure (CHF), hip replacement, knee replacement, chronic obstructive pulmonary disease
(COPD), asthma, coronary artery disease (CAD), hypertension (HTN), bariatric surgery, and
coronary artery bypass graft (C&B.
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Severalitems of the $3trillion potentialcost savingsliscussed above and illustratied
Figure 5 relake to addressing this issumcludingibundl ed

epi

put

Type of ECR Trigger Time Window Examples
Chronic Outpatient One year from trigger ggggte/\ss,ti:i
Medical Professional y 99 ’ ’

CAD, HTN

Acute Medical

Inpatient Facility

3-day look-back;
30-day look-forward

AMI, Pneumonia

Hip Replacement,

Inpatient . . 30-day look-back; L
Procedural Inpatient Facility 180-day look-forward CABG, Bariatric
Surgery
Outpatient O;;Eﬁitée?t 30-day look-back; (?hnﬁézplsts;z,t;ip
Procedural y 180-day look-forward y Y.

Professional

Hernia Surgery

Figure 9: PAC Window Framework

xxii

(Note: ECR = Evidence-informed Case Rate; see footnote
for explanation of the medical condition acronyms)

sodeso

i n

pl ace

payment

for

( $ 30 1Undbri d bundeeh paynant arraggement such as
Evidenceinformed Case Rates, single payment is made for the entire time window
(Figure 9), covering allne providers and facilities involved in the ECR. Mechanisms are

t o

all ocat e

manage incentives and penalties related to PACs.

Currently a number of private health plans and @enters for Medicare and Medicaid

payment s

t o

provi d

Services are piloting initiatives that include financial incentives and penalties related to

PACs. Most notably is the CM%$olicyto ref u s e

currently not paying foseverahospitatbase conditions

1.

© 0 N o g bk~ D

Catheter associated urinary tract infection

Pressure ulcer

Object inadvertently left in after surgery

Air embolism

Blood incompatibility

Selected surgical site infections

Hospital acquired injuries

Vascular catheter associated infection

Blood glucose levels in certain surgical patients

10. Deep vein thrombosis/pulmonary embolism

Thi

S | i st

c on gtYi2t0Wt9e sii N v lednich @dMSRiGeludss the

stipulation that more may be added next y&ar.

payment
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Architecture of a Redesigned Payment and Service Delivery
System

The approaches to better treatment abfronic medical conditionsand redumg

potentially avoidable complicationswhile not the only reform efforts currently
undeway, serve toillustrate how healthcareeform will likely unfold. Thee and other
reform efforts are in the processref/ersingthe currenperverseancentivesat the core of

the U.S. healthcare systemds payment and del
Al n many ways, the nationbés <current healt
than supportst he nati onds health goal s: The syste

wellness or high quality. The system does not encourage societal benefit such as
access to care. And the system creates financial instability by adding cost and
complexity to health adminiation, by rewarding higkcost practices, and by

focusing on expensive sicknds® c us e d Il nterventions rat her
(Healthcare Financial Management Associatioh)

Nation’s Wellness High-quality =~ Access Stable
Health care to care health
Goals and other system
societal
benefits
L L L L
Minimal Minimal Limited Limited
incentive incentive for  payment for incentives
for quality and charity care/  for efficiency;
prevention coordination  bad debt or payment
other complexity
community adds
benefits expense

Figure 10: HFMA - Current Payment System Barriers

Because improving the healttagis of Americans and improving quality are inextricably
linked to reducing costpayment models are moving towards payment for outcomes
most notablyreduced complication rates and reduction in total heattexpenditures.
The overall strategy is tpromote Centers of Excellence in preventive, primary,
specialty and tertiary care Figurell provides an overview dfow thesereforms efforts
may affectthe delivery system
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Payment Model to cover
Prevention, Primary Care
and Chronic Disease
Management; Bonus

Linkages to High
Performing Specialists that
can support the
management of Total Health

Bundled Case Rates that
pay a Percentage of PACs
and Non-Payment for Never
Events

Structure for managing
Total Health Expenditures

Expenditures and minimize
Defect Rates

Clinic
[ ] @ @ [ ]
[ l [ () —= Specialty Specialty
Specialty Clinics Hospitals Hospitals
l D:D Medical l [D]
Medical HOMeS Medical Ciinic |
Homes Homes

Specialty Clinics

Hospitals within Hospitals

Figure 11: Emerging Service Delivery System

Payment mechanisms including finadciacentives and disincentives are being
structured toincrease preventive care, improve the coordination of care, create
interdependency within the delivery system, and re@uae rates. Strategiaaclude:

V DiseaseManagement: Increasing the quality angliantity of contact between
patients with chronic medical conditions ate staff inmedicalhomes by
paying for additional staff and longer visiend providing bonuses for
practices that lower total healthcare expenditures for the patients of the
pracice.

V Clinical Guidelines: Continuing research through tGenter for Comparative
Effectivenessaind expanding the use of Published Clinical Guidelines in all
settings to improve care and redwreorsby tying what may be a significant
portion of provider payments tomanagement oPACs and total healtare
expenditures.

V Hospital Incentives: Incentivizing hospitals to select high performing
specialists/surgeons with demonstrated track recdidsugh bundled
payments that cover the cost of hospital care, iaj&c fees, and post
discharge care, placing the parties at risk doportion ofthe avoidable
complicationscosts This approach will createigincentives for hospitals to
perform low volume, high complexity procedures that could result in medical
errors; as a result, hospitals will dercedto become centers of excellence by
creating fAhospitals within hospitalso or
which focus on groups of related conditions (e.g. orthopedic, cardiology,
cancer)

V Primary Care Incentives: Incentivizing primary care practices that are
medical homes toefer tohigh performing specialists and hospitals by tying
bonuses to t he tot al heal t hcare
population.

expend
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V Prevention and Early Intervention: Initiatives and incentives will be put in
place to prevent illnesgxpand immunizations, reduce obesity and decrease
tobacco use and promote healthy lifestyles. This will include physician
incentives, direct payments to paterdnd grants for targeted programels
as obesity prevention.

Clinician specialiststhat are not able to fit into the new framework will see their
reimbursement rates decline and, in the case of potentially avoidable complications, not

be paid for care provided above certain error rd@esnary care providers that do not

focus on managing their patient safectechr oni ¢ me

Additional Design Considerations

A number of health policy experts question how well and how quickly members of the
healthcaredelivery system community will be able to succeed at improving quality and
reducing costsThese are valid concerns that will need to be addrebseddition to the
topics addressed abovéiete are four additional ideammerging as central players
associated wi healthcareeform.

Integrated Healthcare Systems A model already exists that aligns tiealthcare
reform policy goals integratedhealthcaresystems such as Kaiser Permane@eup

Health Cooperative|ntermountain Healthcare, and Geisinger Healflst&ns. These
organizations, which are a combination of an insurance company and staff model
integrated delivery systemieceive fixed fee payments from private and government
payors to provide all of the care necessary to meet the needs of enrolledipogpula
Engineering elaborate incentive and disincentive mechanisms to promote coordination
and reduce error rates is unnecessary. Indgieial practices within these systems are
being used by health reformesis modelsA number of policy experts predithat the
United States will see a substantial increase in market share among these types of
organizationsand a corresponding decrease $eof insurance companies not connected

to a delivery system

Integrated Health Care System i Fixed Fee Payment (Capitation)

E E l [D] E E T Specialty Specialty
Specialty Clinics Hospitals Hospitals

l D:D Medical l D:D

Medical HOMeS Medical Giinic |

Homes Homes Clinic

Specialty Clinics

Hospitals within Hospitals

Figure 12: Integrated Service Delivery System

Healthcare Payment Reform and the Behavioral Health Safety Net, Discussion Draft April 5, 2009, Page 17



Report Cards: Performance Measurement in the form of vbelsed Report Cards will

become the norm and will be used by patients, employers and primary care providers to

direct care choices. The Integrated Healthcare Association in California is recognized as
amodel in this effort. Started in 2002, the IHA supports a pay for performance program

for six major private health plans that cover 7 million enrollees, 215 medical groups and

45,000 physicians. The clinics are evaluated on a set of agpesed performane

measures such as the rates of childhood immunizations and breast cancer screening. All

results are put up on the web and easily search@ibkese data become the basis for
substantial bonuses to well performing medical practiéigsire B is a snapshatf clinic

breast cancer screening performance in Los Angeles in 2005.

Breast Cancer Screening @ (Los Angeles)

La Salle Medical Associates, Inc. T0%

Alliance Pioneer Medical Group 68%

Associated Hispanic Physicians of Southern CA 61%

Altaled Medical Group G0%

West Cavina Medical Clinic 59%

Access Managed Care/Access Medical Group 58%

Doctors Medical Group West Covina IPA 7%

HNew Horizon Medical Group 56%

Eastland Medical Group, Inc. 53%

Figure 13: Integrated Health Association Physician Ratings ( Report Cardd Example

Healthcare Information Technology (HIT): It will be virtually impossible to achieve

the type of coatination of care and reduce error rates envisioned by policy experts
without significant deployment of electronic health records that are interconnected
through Health Information Network@INs). Clinicians, wherever they are located,
need to have acce$s prescribingrecords, laboratory results, diagnostic imaging, and
patient alerts to inform treatment decisions and prevent errors-béssa clinical
guidelines, long touted as being just around the corner, will become common for
supporting clinician dasion-making. Whatcom County in Northwest Washington is now
considered the most Awiredo he aéatlyleveryr e
provider and facilityin the county isconnected through their Health Information
Network, a significant numbeaf county residents have Personal Health Rec@dda

pilot is about to examine providinigptops in ambulances ariEMTs with handheld

PDAs wired into the Health Information Network.
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Medical iHome Runso There is a great deal of skepticism about thgtyalof primary

care physicians to successfulisansform their practices intamedical homes.Arnold
Milstein, the Medical Director of the Pacific Business Group on Healicently
published an article in Health Affairs on his quest to find medical hahmswere
Amedi cal h dinos with average or above average quality scores and total
healttcare expenditures for their patients that were 15% to 20% less on a risk adjusted
basis than regional peers. Studying four clinics that met these ¢rivBis¢ein identified

two key features common to the practi¢e§personal zealotry in preventing urgent and
emergent hospitalization for chronic illnesses; and equally zealous concentration of
referral care with higlguality medical specialists who areasing in their use ofsupply
sensitive service8as defined in the Dartmouth Atla8Y Milstein found that the clinics
considered themselvémspitalization prevention organizatiofsr patients with chronic
medical conditions, accomplishing this by hayiat last one primary care team member
demonstrating to each patienttiiepr ot ect i on of your health ma
and backing it up with action. He aldscoveredhat the clinics used available physician
report cards to identify specialistgth high quality and lower total cost of care ratings
and develop strong referral arrangements with those specialists.

Healthcare quality and cost are tricky issues and the above four ideas/challenges
will also need to be addressed to craft a redesignedayment and service delivery
system. While research of these topics will be critical, the economic imperatives of
the situation are such that progress will likely need to come before each component
can be conclusively analged. As we will seg payment and cesign issuesin the
general healthcare system provide important direction-setting guidance to the
behavioral health community.
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The Challenge for Persons with Serious Mental Health
and Substance Use Disorders

To-date, there has been very littlehealthcare reform design work focused on the

needs of Americans with serious mental health and substance use disorders and the
challenges faced by Community Behavioral Healthcare OrganizationsThe many

issues specific to the Community Behavioral Healthcare system Iliwvinot
automatically be resolved if generalhealthcare reform is enacted. As it sits,
behavioral healthcare operates as a system within, beside, beneath, and, at times, totally
separate from the broadeealthcararena.

In late 2006, the National Assodmt of State Mental Health Program Directors
(NASMHPD) Medical Directors Council released the landmark Morbidity and Mortality
Report Thatreportpointed out that people living with serious mental illnesses are dying

25 yeas earlier than the rest of thmpulation. Thigdisparity in mortalityis found to be

due,in large partt o unmanaged physicaused byhmodifiablehiskc ondi t i
factors such as smoking, obesity, substance abuse, and inadequate access to medical
care %"

The report obsergethat lack of access to primary care services and lack of focus on
unmanaged physical health conditiangommunity mental health centers are two major
barriers toaddressing the disparity in the morbidity and mortality of persons with serious
mental illnes (SMI). These statistics suggest that persons with SMI may be the
population with the greatest health disparity in the United States.

The underlying causes tife health disparity for persons with serious mental illhas®
many similarities with the ptdems experienced by the genenalalthcaresystem and
addressed in the 2001 Institute of Medicine (IOM) reporgssing the Quality Chasm:

A New Health System for the 21st Centurin that report the IOMdescribed the
components of an effectiieealttcare system, includinghe need to hava supportive
payment and regulatory environmehat supports provider organizations in developing
and maintaininghigh performing patiententered teamghat can assist individuals in
achieving optimal health. Figufe illustrates this framework.
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Care System

v

v

Supportive
payment and
regulatory
environment

Organiza-
tions that
facilitate the
work of
patient-
centered
teams

>

High
performing
patient-
centered
teams

Outcomes:
- Safe
-Effective
- Efficient
- Personal-
ized
- Timely
- Equitable

Figure 14: Components of an Effective Care System

Several issues that have been faced by Community Behavioral Healthcare Organizations
for decades run counter to theoundat i on
effedive care system creating a supportive payment and regulatory environment.

of

t he

OMOG s

dent i

In order to ensure that the needs of persons with serious mental health and substance use

disorders argroperly addressedn the largerhealthcareredesign process, additional
consideration must be given to the challengenfronting thespecialiststhat have been
serving this populationi the Community Behavioral Healthcar®ystem. This means

understanding and addressing tbiéowing issues.

Vv
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Funding Shortages Historically menthhealth and substance use treatment has
beensignificantly underfundedhroughout the country. At the same time, the

portion of this population served by the public sector is among the most complex
and highest need of any group of Americans. Unlike theeige healthcare
system, whose costs need to be contained and in some cases lowered, behavioral
health systems in most states are not able to meet basic needs within existing

resource levels.

Fragmentation: The defederalization of community mental health 1981
resulted is an extremely complicated, 50 states/50 sets of rules regulatory
environment. In a number of states that have regionalized the management of
their mental health systems, different payment models, authorization processes,
care models, andtilization management processes create additional levels of

complexity. For example, in Washington, Oregon and California alone, there are
80 regional mental health authorities.

Fee for Service: Community Behavioral Healthcare reimbursement in many
systens is based on the same types of fee for service models that sireatp
financial incentives to deliver more services but often financially penalize
provider organizationsor providing better services and improving health

Fixed Fee Paymerg In commurties wheregrans and capitation modelare
used to fund Community Behavioral Healthcare Organizations, these payment
models are based on historical underfunding of services thaprputders at
financial risk by providing insufficient funds to cover theost of services



renderedand place consumers at health and safety risk by not adequately funding
needed behavioral health services and supports.

V Medicaid-Only Systems:There has been a twenty year trajectory of turning state
behavioral health systemstanMedicaidOnly Programsn order to leverage the
federal match dollarsThis has resulted in the disenfranchisement of many
hundreds of thousands of persons vadriousmental health andubstance use
disordersand created a twolass system. Medicaidigible individuals have also
suffered from this problem because of the frequency that they move on and off the
eligibility rolls.

V SMI/SED System DesignsMost states have designed authorization criteria that
restrict services to adults with serious meiii@ess (SMI) and youth with serious
emotional disturbances (SED). These decisions have been followed by Medicaid
actuarial studies that base Medicaid capitation rates on services to this high need
population only. This has resulted in the inability okditaid enrollees and
uninsured persons with low to moderate need to obtain services, even if those
services would reduce their totealthcarexpenditures.

These funding and structural problems have created a Community Behavioral Healthcare
system thais lacking in essential payment and regulatory supports necessary for success
T in many cases to a much greater degree than the gbpalttiicaresystem At the same

time, a great deal of work is taking plareside the behavioral health community to
dewelop and pilot service delivery designs that address prevedis@gsenanagement,
expansion of evidenegased practices, outcomes and performance measurement and care
coordinationi concepts at the core of genehaalthcareeform. These challenges and
strengths form the basis of behavioral health payment and delivery system reform.
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Behavioral Health Payment and Delivery System Reform

This portion of thepaper attempts to bridge the gap between effaittsn the behavioral
health community and thosé generalhealthcaraeformers, with a focus on behavioral
health payment reform and delivery design changes that aligngeiteralhealthcare
reform.

Inafinew wad pdritd and universal coverageghere Medical Homes become
accountable for the totahealtlcare expenditures of their patientsvith associated
financial risks and rewardsjedical practices and health systems will quickly learn that
the elderly with multiple medical conditions and persons with serious mental health and
substance use digters are two populations critical to getting a handle on he8lthcare
expendituresThis will place both populations under a large magnifying glass and create
significant opportunities for addressing the current health disparities for persons with
seriaus mentaillnessas well asopportunities and threats to the Community Behavioral
Healthcare Delivery System.

Centers that dondt become part of the Mediceé
demonstrate through measureable results that they are able farovide high quality

specialty behavioral healthcare that manages the total healthcare expenditures of

their clients will be at risk.

The following four initiatives offer great opportunities for improving the lives o
Americans with serious mental healthdasubstance use disordess reform of the
overall healthcare system unfolds, thé@siiatives can also becomekey strategiesor
addressing the challenges faceddmymmunity Behavioral Healthcare Organizations.

1. Medical Homesneed to be renvisioned asPersonrCenteredHealthcare
Homesfor persons with mental health and substance use disondihs,
additional Federal funding arattive participation of Community Behavioral
Healthcare Organizations

2. Federal and State Payment Methadast change to addeghe disincentives
that hinder provision of the right care at the right time in the right place

3. Federal designation should be created for
Federally Qualified Behavioral Healthcare Uenliheae
Centers(FQBHC) with the accompanying Homes
benefits and responsibilitiesr order to
shore up the behavioral health safety net
delivery systemand

) ] Federal New
4. Dedicated Federal Funding Stream | Funding > < Payment
should be developed to support behaviol Streams Methods

health  workforce development an
Federally Qualified Behavioral Healthcare
Centers that will have additional
respamsibility to serve uninsuredand
underinsuredoersons with serious mental
health and substance use disorders

FOQBHC
Status
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The following figure illustrates how these recommendatignlled out as a package,
have the potential to make the community behavibealthcaresystem an integral and
effective part of a reformed healthcare systama way that meets the needs of persons
with serious mental health asdbstance usgisorders

C U.S. Population with Serious Mental Health and Substance Use Disorders )

Payment Models to

cover

the Medical and Behavioral
Health Prevention, Primary
Care and Chronic Disease

Management including
Dedicated Funding for
Uninsured; Bonus
Structure for managing
Total Health Expenditures

l D Medical/BH [ED
Fully Health CareCBHO with
Integrated Home links to
Medical/BH Partner- -
Health shi Uil
c eil P Medical
are Home (T e~

Linkages to High
Performing Specialists that
can support the
management of Total Health
Expenditures and minimize
Error Rates

Clinic

CBHOs working with Health
Care Homes through
Partnerships or Linkages

Clinic
N

Other Specialty éBHOs

Linkages to Hospitals, Long
Term Care Facilities &
Supported Housing serving
persons with MH/SU
Disorders; includes Risk
and Bonus Sharing
Arrangements for
management of Total Health
Expenditures and minimize
Error Rates

ohEE

&

Figure 15: Conceptual Framework for Behavioral Health Reform

Community Behaviml Healthcare Organizations (CBHOSs) have two important rales i
reformedhealthcareenvironmenthat addresses the needs of persons with serious mental
health andsubstance usgisorders

V Serving as an integral part of Medical Homes and
V Providing Spealty Behavioral Healthcare Services.

The ideal funding and care delivery model for a reformed behavieadihcaresystem is
relatively straightforward matching a number of generhkalthcarepayment reform
concepts CBHOs would be paid case rates fohd prevention, education and care

management

servi

ces that

donot I

end

.2t hemsel

and sufficient fundingvould be available to support the continuumspkecialtyclinical

services needed by this populati@BHOs wouldalsohave linkages to other parts of the
service delivery system to ensure proper coordination of care for behavioral health
consumers and, in some cases, would participate in risk and bonus sharing arrangements
tied to thetotal healthcareexpenditures bthe population they are serving.
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1. Person-Centered Healthcare Homes and Community
Behavioral Healthcare Organizations

Recently the National Council for Community Behavioral Health¢sliegional Council)

released a repotBehavioral Health /Primary Q& Integration and The Perse@entered

Healthcare Homgewhich addresses elgap between current Medical Home designs and

the needs of persons with serious mental healtrsahstance usdisorders This report

presents a threeption blueprint for how CBH® can come into alignment with
healthcarereforms under consideratiom. he r epor t Aemphas+4d zes t he
directional approach, addressing the integration of primary care services in behavioral

health settings as well as the need for behaviorallheak e r vi ces i n pri mary

Using the National Council 06s Four Q@adrant
the report articulates the different needs of population subsets. Each quadrant considers
the behavioral health and physical heaigk and complexity of the population and
suggests thbealthcarqnome model that may be more appropriate.

Quadrant Il Quadrant IV
The Population: Moderate to high behavioral | The Population: Moderate to high behavioral
health and low to moderate physical health health and moderate to high physical health
complexity/risk. complexity/ risk.
The Model: Person Centered Helattare Home: | The Model: Person Centered Healthcare Hom
primary care capacity in a behavioral health | primary care capacityia behavioral health

setting, including medical nurse setting, including medical nurse
practitioner/primary care physician, wellness | practitioner/primary care physician, nurse care
programming, screening for health status manager, wellness programming,

concerns, and stepped care to a$abbpe screening/tracking for health status concerns,

healthcare home. Access to the awagpecialty | stepped care to a fedicope healthcare home.
behavioral health services designed to suppor Access to the array of epialty behavioral
recovery.

Quadrant | Quadrant Il
The Population: Low to moderate behavioral | The Population: Low to moderate behavioral
health and low to moderate physical health health and moderate to high physical health
complexity/risk. complexity/ risk.
The Model: Person Centered Healthcare Hom{ The Model: Person Centered Healthcare Hom
a primary care team that includes a behaviora| a primarycare team that includes a behavioral

health consultant/care managesychiatric health consultant/care manager, psychiatric

consultant, screening for behavioral health consultant, screening for behavioral health

concerns, and stepped care. concerns, stepped care, and access to specia
medical/surgical consultation and care
management.

Figure 16: Summary of the Four Quadrant Clinical Integration Model

As the Four Quadrant Model illustrates, persons with low to moderate behavioral health
complexity and risk (Quadrants | and IIl) would receive their behavimalthcaren the
Primary Care setting. Persons with modert® highcomplexity and risk (Quadrants Il

and V) would receive their behaviofaalthcareat CBHOs.

The expanded scope of the Medical Home with behavioral health capacity and the ability
to seamlessly engage higher need individuals in specialty ioehlahealth settings
(stepped careproadens the definition from BRatientCentered Medical Homdo a
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PersonCentered Healthcare Homdisignaling that behavioral health is a central part of
healthcareand thathealthcaraencludes a focus on supportingap s on é s
goals for improved self management, using the resources of the community and personal
support systemg&™" A personcentered healthcare homshould accept 24/7

accountability for a population and include:

Vv

< <K< <

Vv

Preventive screening/healtérsices

Acute primary care
Women and
Behavioral health

chil drenos

Management of chronic health conditions

End of life care

heal

t h

capacity

These serviceare supported by enabling services, electronic health records, registries,
and access to lab;nay, medical/stgical specialtiesand hospital car&™

As noted above, Medical/Healthcare Homes are likely to become a core component
of healthcare reform. As the payment models change for Healthcare Homes,
including bonustype arrangements for managing total healtibare expenditures,
they will prioritize working with Community Behavioral Healthcare Organizations
that can assist them in managing the total healttare expenditures of persoms with

serious mental health and substance use disorders.

In this new environment, @emunity Behavioral Healthcare Organizations will need to
decide whether to continue providing specialty behavitwedlthcareservices only
(Quadrants Il and IV) or also become more integrally involved in being part of a
Healthcare Home. CBH@wvolvementin the PersonCentered Healthcare Homean
occur in one of three waylustrated in Figurel7.

(

Person-Centered Healthcare Home Options

)

Fully Integrated
Healthcare Home

Focused Partnership
Healthcare Home

CBHO with Linkage to
Multiple Medical Homes

/ CBHO CBHO
I (I @
Primary Care Case Rate for: Primary Care Case Rate with: . ) R
. ) - ) . h Primary Care Behavioral
- Screening/Registry Tracking - Screening/Registry Tracking
S s Case Rate for Health Case
- Care Mgmt/BH Clinicians - Care Mgmt/BH Clinicians h
- . - . Svcs in Rate for Svcs
- Psychiatric Consultations - Psychiatric Consultations Medical Clinic in CBHO
- Non-BH Prevent/Mgmt Work - Non-BH Prevent/Mgmt Work
. 4 . 4 .
Behavioral Behavioral Behavioral
Healthcare Health Healthcare Health Healthcare Health
Funding Funding Funding Funding Funding Funding
Streams for Streams for Streams for Streams for Streams for Streams for
Primary Care Mental Health Primary Care Mental Health Primary Care Mental Health
Services & Substance Services & Substance Services & Substance
Use Services Use Services Use Services

Figure 17: Roles of Primary Care Clinics and Community
Behavioral Healthcare Organizations in the Healthcare Home
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Note that the third option uses the lab&dical Homeinstead ofHealthcare Homeo
clarify that linkage between primary care and behavioral health often results in less
robust clinical integration.

Fully Integrated Medical and Behavioral Healthcare Home

In this model,a single organizationprovides primary and behaviorahealthcare A
leading example of this approach is Cherokee Health Systems in Tenwéhs2@ sites
in 13 Tennesseeounties

For consumers who fall into Quadrants | and (ldw to moderatebehavioral health
complexity/ris, Chaokee embedsa behavioral health consultant ftilne on the
primary care team. A psychiatrist is also available, generally by telephone, for medication
consultation. The behavioral health consultant provides brief, targetedfimeal
interventions to adess the psychosocial needs and concerns in the primary care setting.

XXiX

For individuals that need specialty behavioral health services (Quadrants Il and 1V), there
is a primary care provider embedded in the specialty behavioral healthGbanokee
hiresprimary care providers who are comfortable with mental health issues and believes
that all front line, administrative, and support staff must be essential players, committed
to the holistic approach. The local community is aware that people are treatat for
types of illnesses at Cherokee, and mental health consumers find that all are treated in the
same way, reducing the stigma of seeking mental health tredtfhent.

Fully Integrated
Healthcare Home

I =
[ C

Primary Care Case Rate for:
- Screening/Registry Tracking
- Care Mgmt/BH Clinicians
- Psychiatric Consultations
- Non-BH Prevent/Mgmt Work

\
Behavioral
Healthcare Health
Funding Funding
Streams for Streams for
Primary Care Mental Health
Services & Substance

Use Services

Figure 17a: Fully Integrated Medical
and Behavioral Healthcare Home

I t 6 s i mp e that the focustoo primary care/behavioral health integration is part
of Cher ok elashpacimgithe behavioral health and the primary care functions
under the same organizational structure or within a physical facility-iscation, not
necesarily collaborative care. Similarly, placing all of the funding into a single budget
will not alone result in céocation, much less clinical collaboration. The focus upon the
clinical process creates collaborative care.
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Focused Partnership between the CBHO and a Primary Care Practice

An alternative to the fully integrated model is a focused partnership between two separate
organizationsi the Primary Care Clinic and Community Behavioral Healthcare
Organization. In this model, role clarification is aclidvamong the two parties and
processes are put in place to ensure collaboration and true clinical integration. The
National Council recommends that six components be available as part of the partnership
and the first three should be in place as a minimum:

1.

Regular screening and registry tracking/outcome measurement at the time of
psychiatric visits

. Medical nurse practitioners/primary care physicians located in behavioral

health

. Primary care supervising physician
. Embedded nurse care manager
. Evidencebased practices to improve the health status of the population with

serious mental illnesses

. Wellness programs

Focused Partnership
Healthcare Home

Primary Care Case Rate with:
- Screening/Registry Tracking
- Care Mgmt/BH Clinicians
- Psychiatric Consultations
- Non-BH Prevent/Mgmt Work

Behavioral
Healthcare Health
Funding Funding
Streams for Streams for
Primary Care Mental Health
Services & Substance

Use Services

Figure 17b: Focused Partnership Model

Further descriptions of these components can be found Betievioral Health /Primary
Care Inegration and The Perse@entered Healthcare Honpaper.
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Specialty CBHO with Linkages to Primary Care Practices

Community Behavioral Healthcare Organizatitimst do not want tprovidethe primary
careservicef an integrated or focused partnership ltte=ire Homenside their clinics
still have a clinical responsibility and accountability to address the isaiseslin the
Mor t al i t yincludeprescribing psy€Ehotrogice
medications, th@rganization needs to bdithe following capabilities into the ongoing

Mor bi dity

XXXIi

clinical workflows

V Ensureregular screening and tracking at the time of psychiatric visitdor

all behavioral health consumers receiving psychotropic medicatiameck
glucose and lipid levels, as well bBlwod pressure and weight and Body Mass
Index (BMI), record and track changes and response to treatment and use the
information to obtain and adjust treatment accordingly. The individual and
family history, baseline, and longitudinal monitoring as recondedrby The
American Diabetes Association, American Psychiatric Association, American
Association of Clinical Endocrinologists, and the North American Association
for the Study of Obesity in 200424 should be the standard of practice.

Identify thecurrent primary care provider for each individual, and when
none exists, assist the individual in establishing a relationship with a primary
care provider and accessing care.

Establish specifienethods for communication and treatment coordination

with primary care providers and assure that timely information is shared in
both directions.

Provide educationand link individuals to selfnanagement assistance and
support groups.

CBHO with Linkage to
Multiple Medical Homes
P N | CBHO
1 I
- N
Primary Care Behavioral
Case Rate for Health Case
Svcs in Rate for Svcs
Medical Clinic in CBHO
Behavioral
Healthcare Health
Funding Funding
Streams for Streams for
Primary Care Mental Health
Services & Substance
Use Services

Figure 17c: CBHO with Linkages
to Multiple Medical Homes
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Regardless of which model is uséothHealthcare Homeand CBHOs will be actively
involved in meeting the behavioral health dmehlthcareneeds of the populations they
serve. Healthcare Homesvill need to have sufficient behavioralhealthcareprovider
capacity to address the needgefsons fitting into Quadrants | and Il (low to medium
behavioral health complexity/riskas well as care coordination capacity to assist in
managing the care of their patients in Quadrants Il and IV (medium to high) who require
specialty mental health séces from CBHOs. Community Behavioral Healthcare
Organizationghat are not part of a Healthcare Home will need additional capacity and
funding for the screening, tracking, and coordination activities described above.

Currently, thereis inadequatefunding to provide primary care medical services to
persons with serious mental health and substance use disorders who lack this care. In
addition, because most statde not adequatelyund behavioral health services for
personswith low to moderate behaviorhkalth risk and complexity Quadrants | and Il

T there is isufficient funding tameet theitbehavioralhealthcareneeds (which should be
providedin primary care settings

Recent Congressional action to providé7 million in new SAMHSA funding to co
locate primary care capacity in Community Mental Health Centers is a important
start. For healthcare reform to succeed for persons with moderate to high mental
health and substance use disorders, i critical to increase this funding to levelghat
addressthe mortality/ health disparity described earlier.
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2. Federal and State Payment Method Changes

Federal and State Payment Methods must change to address the disincentives that hinder
provision of the right care at the right time in the right pldde framework for a new

CBHO payment model should be based on three payment reform approaches that are in
use or being developed for the general healthcare system.

V Case Rate layer of funding for the prevention, education and care
management services that don | end themsel vy to f ee
payment mechanisms.

V FQHC-Like Prospective Payment Systenfor mental health and substance
use services that are part of formal planned care and not included in the case
rate.

V BonusType Gainsharing mechanism wherproviders who contribute to the
reduction in total healthcare expenditures for a given population receive a
share of those savings in the form of a bonus.

Figure 18 describes how these approaches fit with payment mechanisms for the full array
of mental halth and substance use services.

Community Behavioral Healthcare Organization Payment Framework

Service Area Payment Mechanism Requirements
Definition of Population to be
Prevention, Education and Per Consumer Case Rate to served, services included, service
Care Management Cover Cost of Services frequency and duration
expectations

Paid using mechanism in place in
each state (fee for service, sub-
capitation, etc.) with year end
reconciliation and Prospective
Payment System (PPS)

Enabling federal legislation
required for Prospective Payment
System (PPS) mechanism based
on FQHC model, which will
contain requirements

Mental Health/Substance Use
Services that are part of formal,
planned care

settlement
Mental Health/Substance Use _Pa'd using mechan_lsms inplace .
. . in each state (per diem, case No change in current state-level
Acute Care Services (Crisis, .
rate, etc.); may or may not be requirements unless part of PPS

Inpatient, Diversion) included in PPS

Supportive and Ancillary
Services (Housing,
Transportation, Translation,
etc.)

Paid using mechanisms in place
in each state; may or may not be
included in PPS

No change in current state-level
requirements unless part of PPS

Bonus-type Gainsharing
mechanism for management of
Total Health Expenditures for the
population served

Figure 18: Payment Framework for Behavioral Health Reform

To be determined in conjunction
with payment reform in the
general healthcare system

Total Healthcare Expenditures
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The following flowchart provides beforeand afterview to illustrate how and why the

new approaches are needed. The flow follows persons with moderate to dmgal m
health/substance use risk and complexity that are served in the Specialty Behavioral
Health System.

Community Behavioral Healthcare Organization
Clinical - Financial Flow
Proposed
Process of Current Payment Payment
Care Step Service Provided Mechanism Mechanism Comment
. P :
-SerV|ces revention & Grant funds or Part of New Modeled on Medical
Provided Pre- Early
. no payment Case Rate Home Case Rate
Enrollment Intervention
Client Entry Screening & Existing Prospective Mod_e_led on Federally
. . . Qualified Health Center
into Service Intake mechanism  Payment System model
Service Existing Prospective MoQgIed on Federally
. Assessment . Qualified Health Center
Planning mechanism  Payment System
model
Planqed CPT/HCPCS- Existing Prospective Modgled on Federally
Service . . Qualified Health Center
- Type Services mechanism  Payment System
Delivery model
P;E(;rr]\r/]iig Education & Some services Part of New Modeled on Medical
. Care Mgmt covered Case Rate Home Case Rate
Delivery

Figure 19: CBHO Service Flow and Payment Models

Under this model, persons with moderate to high mental health/substance use risk and
complexity woud be engaged earlier through a new case rate type funding mechanism. In
many states, funds for this type of service are not available.

Consumers that choose to receive formal, planned care would be served by Community
Behavioral Healthcare Organizationsttwa new payment mechanism modeled on the
Prospective Payment System (PPS) for Federally Qualified Health Centers (FQHCs).
This model, based on enabling federal legislation, would ensure that CBHOs would be
adequately compensated for necessary serviegaydiess of the payment mechanisms
and levels in any given state.

Education, care management, and recoeeignted services that do not lend themselves
CPT-HCPCS type service tracking would also be covered through the new case rate type
funding mechanm. This includes email and phoebased services that support more
timely care without an appointment, wellness education in a classroom setting,
maintaining tracking registries, and other services being designed into Medical Home
case rates with the suppof the Centers for Medicare and Medicaid.
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3. Federally Qualified Behavioral Healthcare Centers

For reasons noted abqv€ommunity Behavioral Healthcare Organizations area
significant disadvantage, compared with other types of provider organizatiotigir

ability to flourishin a reformed environmenEunding shortagesystemfragmentation,
problematic paymennethods and the drive to leverage every possible federal Medicaid
match dollar hasresulted in Community Behavioral Healthcare systaimt lack
adequate fundingstandardized performance measuragad agreement about what
constitutes the desired array of behavioral health services needed in a community
Further, CBHOs arecontinually given different messages about the service delivery
modéd the local payor wants to purchase.

This contrasts with the Community Health Center systAmthis system evolved, a
federal designation of Federally Qualified Health Centers (FQHC) was added that
strengthened the level of standardization in oversigbtountability, servicesand
payment structures. FQHCs have access to a dedicated funding sti®action 330
grants, a Medicaid prospective payment system that approaches covering the full cost of
doing business, and favorable Medicare reimbursemens.rdfe addition, FQHC
designation brings a number of other favorable financial benefits such as access to
favorable drug pricing under Section 340B of the Public Health Service Act.

Figure 2 lists 2007 Revenues by payor for the 1,067 Federally Qualifeadti Centers
that have Section 330 Granidote that revenue from the 330 Grants and Indigent Care
programs are not available to CBH@®QHCs also have high&tedicaid and Medicare
revenuedue to favorable Federal legislationhus, one would see 25% lessvenue
available to CBH®If it was possible to createparallelrevenue report.

2007 Revenue Ratios

Grant Revenue

Section 330 FQHC Grants $1,683,908,963 18.5%

Other Federal Grants $200,676,524 2.2%

State/Local Grants/Contracts $886,402,060 9.8%

Foundations/Private Grants/Contracts $378,384,064 4.2%
Total Grant Revenue $3,149,371,611 34.6%
Patient Service Revenue

Medicaid $3,320,438,823 36.5%

Medicare $548,357,016 6.0%

Other Public $238,597,215 2.6%

Third Party Insurance $666,521,498 7.3%

Patient Self-Pay $597,170,297 6.6%
Total Patient Service Revenue $5,371,084,849 59.1%
Revenue from Indigent Care Programs $335,084,637 3.7%
Other Revenue $234,496,445 2.6%
Total Revenue $9,090,037,542 100.0%
Number of Grantees 1,067
Average Revenue per Grantee $8,519,248

Figure 20: 2007 FQHC Revenues

In this environment Federally Qualified Health Centers have moved to the forefront of
the healthcaredelivery system in providing high quilj evidencebased care that is
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clinically effective. FQHCs have also been able to demonstrate that they ardhzatter
most provider organizations in managing the total heatdexpenditures of the patient
populations they serve. This success in sgrgafety net populations across the country
was recognized by the Bush administration in 2001 through the Health Center Growth
initiative that has resulted in a near doubling of the federal appropriation between 2000
and 2007.

As we have studied the FQHCodel it has become clear that a parallel structure for
Community Behavioral Healthcare Organizatiorsederally Qualified Behavioral
Healthcare Centers(FQBHC), based on the FQHC accountability and payment
structures, has the potential amldress a numbeaf problems facing the Community
Behavioral Healthcare system. This leadstite recommendatiorthat Congress pass
enabling legislation that will support the creation kéderally Qualified Behavioral
Healthcare Centersvith benefit andresponsibility stratures that parallel the FQHC
system asrticulated inSection 330 of the Public Health Services Act.
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FQHC/FQBHC Benefits

Figure 2 provides an overview of theBenefits that accompany Federally Qualified
Health Center designation atigeir relevancdo FQBHCs. Note that items 12, and 4
relate to the revenue rows in Figui@gbove.

Federally Qualified Health Centers FQBHC
Existing Benefits Proposed
1. Operating Grants: Federal Grants to support the costs of otherwise
uncompensated comprehensive primary healthcare and enabling services Yes

delivered to uninsured and underinsured populations at sites within the
approved scope of project.

2. Medicaid Reimbursement: Enhanced reimbursement under Prospective
Payment System (PPS) or other state-approved alternative payment Yes
methodology for services provided under Medicaid.

3. Medicaid Enrollment Workers: The right to have Medicaid eligibility
workers on site, or receive reimbursement for out-stationed Medicaid activities Yes
(intake and enrollment functions) conducted by Center personnel.

4. Medicare Reimbursement: Rei mbur sement by Me d
dol I ar o of services rendered t o Me Yes
waived).

5. Capital Improvements: Access to Federal loan guarantees

e For the costs of developing and operating managed care and practice Yes
management networks or plans

e For capital improvements (including IT)

Access to Construction Grants as authorized and funded by Congress. Yes
6. Drug Pricing: Access to favorable drug pricing under Section 340B of the

Public Health Services Act. Centers that provide or contract for the provision of Yes
pharmaceuticals are entitled to favorable pricing from drug manufacturers.

Access to the Federal Vaccine For Children program and eligibility to N/A

participate in the Pfizer Sharing the Care Program.

7. Safe Harbor: Safe harbor under the Federal anti-kickback statute for:

e Waiver of co-payments to the extent a patient is below 200% of Federal Yes
income poverty guidelines

e Certain arrangements with other providers or suppliers of goods, services,

donations, loans, etc., which benefit the medically underserved population
served by the Center.

8. FTCA Coverage: Access to Federal Tort Claims Act (FTCA) coverage for
the Center and its healthcare professionals, including certain contracted Yes
professionals in lieu of purchasing malpractice insurance.

9. Recruitment: Access to providers through the National Health Service
Corps if the Centerds ser vi cheprofassiana Yes
shortage area.

10. Quality Improvement: The opportunity to participate in Bureau of Primary Yes, BH-
Healthcare disease management learning models and the Health Disparities oriented
Collaboratives

Figure 21: Crosswalk of FQHC to FQBHC Benefits
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FQHC/FQBHC Requirements

There are a number of important requirements for Federally Qualified Health Centers that
translate to the Federally Qualified Behavioral Health Center setting.

1. Eligible Entities: An FQHC must be arpate, charitabletax-exempt nonprofit
organization on public entity

2. Service Area: In orderfor a nonprofit or governmemtin primary care clinido
quality for FQHC status, it must be located in a high need designated area. All or part
of the geographic region, idgfied by census tracts and zip codes, must be federally
designated as a Medically Underserved Areas (MUA) or contain a federally
designated Medically Underserved Population (MUP). These populations include
groups of persons who face economic, culturdinguistic barriers tdealthcare

Note that people with Serious Mental llinesses (SMI) are not currently identified in
medically underserved or health disparities populations, except that they meet one of
the criteria (e.g.poverty,older than65). A designation of the population with SMI

will need toaccompany the creation of FQBHCs.

Figure2i s an example of a crosswal k of Medica
service area.

Crosswalk of Catchment Areas to MUAS

5 T W 4

Figure 22: FQHC Service Area Analysis
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3. Target Population: Each FQHC mst identify the medically underserved population
to be served. This issually a subset of the entire service area population, but in some
cases, may include all residents of the service area.

Generally F@HCs will follow the same approach, focusing ondeats with mental

health and substance use disorders. Depending on the type of Healthcare Home
model, a FQBHC could serve all Quadrant$)l in an integrated modgpartnership

or linkage modelRegardless of the approadfere will be a need to definte

priority population of residents in the service area. This will liketgw on the
Federal definitions oBerious Mental lllnesandSerious Emotional Disturbance

V SMI: 5.4% of adults are considered to have a serious mental illness (SMI).
Serious merd iliness is a term defined by Federal regulations that generally
applies to mental disorders that interfere with some area of social functioning.
About half of those with SMI (or 2.6 % of all adults) are identified as being
even more seriously affectetthat is, by having severe and persistent mental
illness (SPMI).

V SED: Federal regulations also define a <dpulation of children and
adolescents with more severe functional limitations, known as serious
emotional disturbance (SED). Children and adoletscavith SEDcomprise
approximately 5 to 9 percent (depending on level of poverty) of children ages
9to 17.

4. Clinical Operations: FQHCs must employ a core clinical staff that is multi
disciplinary, and culturally and linguistically competent. The FQHGthprovide an
agreeaupon set of clinical services either directly or through contract or established
arrangement. These include:

All required primary and preventive services

Supplementary services including referrals to other providers

Case managemergrsices

Enabling services including outreach, transportatimal translation
Education regarding the availability and proper use of health services

<K K KK K KL

Additional health services as appropriate to meet the needs of the population

Federally Qualified Behaviat Health Centers will have a parallel set of service
requirements that match the needs of the population served. Figdirasd22
comprise one example based on an early draft of a primary care/behavioral health
integration design project that is unfoldirn California. Figure B identifies four

Levels of Care that describe persons with mental health and substance use disorders
based on their complexity and risk.
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Care Level Characteristics of the Population

Mild MH/SU ¢ No comorbidities
Complexity e Family/community supports
and Risk

e Standardized assessment tool indicates mild to moderate symptoms
and severity

¢ Diagnostic examples include mild depression, mild anxiety, sleep
disorders, SU disorder, somatic disorder

(Note: 10.5% of the U.S. population 18+ will fall into this level.)
Moderate e Medical or MH/SU comorbidities, including pain, or

'\CAH/SLIJ i ¢ |solated or chaotic family/ community environment
omplexity e Standardized assessment tool indicates moderate to severe
symptoms and impact on functioning
e Diagnostic examples include moderate depression, moderate anxiety
(including PTSD), sleep disorders, SU disorder, somatic disorder
(Note: 9.7% of the U.S. population 18+ will fall into this level.)
Serious e Multiple, complex medical, MH/SU comorbidities, and
'\C"H/SLIJ i ¢ Isolated or chaotic family/ community environment
ompiexity e Standardized assessment tool indicates severe symptoms and impact
on functioning
e Previous treatment ineffective
¢ Diagnostic examples include severe depression, severe anxiety
(including PTSD), bipolar disorder, SU disorder. schizophrenia,
schizoaffective disorder, personality disorders
(Note: 3.12% of the U.S. population 18+ will fall into this level.)
Severe and ¢ Adults 18 years and over, with a severe and/or persistent mental or
Persistent emotional disorder that seriously impairs their functioning relative to
MH/SU such primary aspects of daily living as personal relations, living
Complexity arrangements, or employment, but for whom long-term 24-hour care

in a hospital, nursing home, or protective facility is unnecessary or
inappropriate (NIMH)

e Diagnostic examples include schizophrenia, schizoaffective disorder,
and bipolar disorder (NIMH)

(Note: 2.6 % of all adults are even more seriously affected by having
fisevere and persi.pgtentdo ment al il

Figure 23: FQBHC Level of Care Example

It is envisioned that persons witlild mental health and substance use risk and
complexity will have their behavioral health services provided in the Healthcare
Home; persons witlserious and Persistentisk and conplexity will be served in a
Community Behavioral Healthcare Organization; the service setting for persons with
Moderate and Seriousrisk and complexity will vary from community to community
based on the method of integration that is occurring, availadéce delivery
resources, and other local factors.

Figure 21 describesthe types of services that should be considered for FQBHCs
based orhe four risk and complexity levels.
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