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I. Background and Purpose of Consensus Conference
Health Care Reform Tracking Project
Since 1995, the Health Care Reform Tracking Project (HCRTP) has been tracking publicly
financed managed care initiatives and their impact on children with mental health and
substance abuse (collectively referred to as behavioral health) problems and their families.
The HCRTP is co-funded by the National Institute on Disability and Rehabilitation Research in
the U.S. Department of Education and the Center for Mental Health Services of the Substance
Abuse and Mental Health Services Administration, U.S. Department of Health and Human
Services. Supplemental funding has been provided by the Administration for Children and
Families of the U.S. Department of Health and Human Services, the David and Lucile Packard
Foundation, and the Center for Health Care Strategies, Inc. to incorporate special analyses
related to children involved in the child welfare system. The HCRTP is conducted jointly by the
Research and Training Center for Children’s Mental Health at the University of South Florida,
the National Technical Assistance Center for Children’s Mental Health at the Georgetown
University Center for Child and Human Development, and the Human Service Collaborative of
Washington, D.C.

The mixed method design of the Tracking Project has involved periodic surveys of all states,
in-depth impact analyses involving site visits to a selected sample of states, the identification
and dissemination of promising approaches and features of managed care systems, and a
consensus conference.

Consensus Conference
The consensus conference was held on September 29 and 30, 2003 in Washington, DC and
was entitled: “Using Research to Move Forward: A Consensus Conference on Publicly Funded
Managed Care for Children and Adolescents with Behavioral Health Disorders and Their
Families.” The overall objective of the Consensus Conference was:

To develop a set of agreed-upon recommendations for policy, practice, and research
related to behavioral health managed care for children and adolescents, based on
research results.
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The Consensus Conference brought together a relatively small, targeted group of
researchers, policy makers, purchasers, system managers, providers, family members, and
other key stakeholders to review evidence garnered over the last decade across research
efforts, consider its implications, and develop recommendations for the future. Specifically, the
process involved:

• Identifying key learnings across research projects about providing publicly managed
behavioral health care services to children and adolescents and their families

• Identifying the implications of such learnings for policy, practice, and research

• Identifying essential elements of effective managed behavioral health care for children
and adolescents and their families

• Developing recommendations for future policy, practice, and research related to
managed behavioral health care services for children and adolescents and their families

The Consensus Conference provided an opportunity for researchers to share findings and
explore implications with one another and with key stakeholders who can effect policy and
practice change. This report represents the product of the two-day meeting, and presents the
essential elements of effective managed behavioral health care for children and adolescents
and their families, and the recommendations for future policy, practice, and research derived
from the participants. It is anticipated that the essential elements and recommendations will be
broadly disseminated in an effort to assist stakeholders to refine and revise managed care
systems to better meet the behavioral health treatment needs of children and adolescents and
their families.

A detailed list of the essential elements for behavioral health managed care for children and
adolescents and their families is included in Appendix A. In addition, key learnings from the
Health Care Reform Tracking Project and other research projects are included as Appendices
B and C, and Appendix D includes a list of Consensus Conference participants.
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Essential Elements for Publicly Funded Managed
Care for Children’s Behavioral Health Services

Leadership and Expertise at the State and Local Purchaser Level for Children and
Adolescents with Behavioral Health Disorders and Their Families

System of Care Values and Principles in Managed Care Design and Implementation

Broad, Flexible Benefit Design/Array of Services and Supports

Flexible Clinical Decision Making and Management Mechanisms to Support an
Individualized Approach to Care

Partnership with Families and Youth at Managed Care System and Service Delivery Levels

Child Behavioral Health Stakeholder Involvement and Training

Cross-System Coordination at the Policy, System, and Service Delivery Levels

Special Provisions for Children with Serious Disorders and Special Needs

Comprehensive, Strengths-Based Assessments of Children and Families to Support
Individualized Care

Evidence-Based and Promising Practices

Early Intervention

Provider Networks with Capacity to Serve Children with Behavioral Health Disorders
and Their Families

Training for MCOs and Providers on Child Behavioral Health Identification, Assessment,
and Service Provision

Cross-System Financing Approaches

Risk Structuring for High-Risk, High-Need Child Populations

Investment in Service Capacity Development

Specific Planning and Goal Setting for Children’s Behavioral Health

Specific Accountability Mechanisms for Children’s Behavioral Health

Strategies to Address Cultural and Racial Disparities

II. Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services

The following represents a synopsis of the essential elements for publicly funded managed care
for children’s behavioral health services that emerged from the discussion at the Consensus
Conference. (See Appendix A for greater detail related to these essential elements.)



4

III. Recommendations for Policy, Practice and
Research

Policy Recommendations
(Federal, State and Local Purchasers)

Federal Policy Level

• Federal Level Coordination

Examine and realign federal funding streams to better streamline and coordinate
financing for children’s behavioral health services and to create a more
integrated approach across agencies, including potential cross-agency waiver
programs, joint and coordinated grant programs (e.g., better coordinated system
of care initiatives), etc.

Federal agencies should coordinate their efforts to examine system-level issues
by supporting research initiatives, making data available, and working with their
state counterparts/grantees to make data available for research.

• Technical Assistance

Federal partner agencies (including SAMHSA and CMS) should provide
technical assistance and consultation to one or more states that are in the
process of revising or refining their managed care systems, in order to use
research findings and prior experience with behavioral health managed care for
children to inform their work.

Examine the CMS pilots (currently in 6 states) and use the experience of the
pilots, where applicable, to provide assistance to other states in providing flexible
home and community-based services and supports in place of residential care.

Provide technical assistance to states to assist them in developing risk adjusted
rates for children with serious disorders and children in the child welfare and
juvenile justice systems and to develop mechanisms to share liability and funds
across child serving systems.

Assist states in gathering baseline information about what behavioral health
services are being provided across child serving systems and what funds are
being expended across systems to create a better national picture of total public
expenditures on children’s behavioral health care.

Share lessons learned in behavioral health managed care for children and
adolescents and their families, so that others can profit from what worked and
what did not work elsewhere and develop a “primer” summarizing best practices
in managed behavioral health care for children and adolescents geared for
decision makers and families.



5

Policy Recommendations
(Federal, State and Local Purchasers) continued

Federal Policy Level continued

• Federal Level Monitoring

Develop a minimum set of quality measures for children’s mental health services
that could apply to publicly funded managed care systems (as well as to private
sector managed care) and require managed care systems to monitor these. This
effort should build on the work of the Children’s Outcomes Roundtable, the
Forum on Performance Measurement in Behavioral Healthcare and related work.

The federal Centers for Medicare and Medicaid Services should require states
with Medicaid waivers to monitor quality of care as it relates to children’s
behavioral health care more closely and report their findings for public scrutiny.

Develop a monitoring guide for CMS Regional Offices relative to children’s
behavioral health services.

Federal partners should create incentives to encourage and support data
collection for accountability and quality improvement in behavioral health care.
States should be incentivized, as well as MCOs, BHOs, providers, and families.

State and Local Purchaser Level

• Values

Link to or incorporate within managed care systems comprehensive,
coordinated systems of care, and incorporate system of care values and
principles within managed care systems.

• Managed Care Organizations

Purchasers should lengthen the contract cycle with MCOs in order to provide a
more realistic implementation period and to enable improvements over time by
MCOs and providers, including sufficient time to adequately build a provider
network, service array, necessary administrative systems and procedures, etc.

Explore use of Administrative Service Organizations (ASOs) with the state
retaining risk as an alternative to using full-risk MCOs, and experiment with
mechanisms for providing flexible, individualized services within ASO
arrangements. CMS waivers may be a vehicle to test ASO structures and
strategies for flexibility.
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Policy Recommendations
(Federal, State and Local Purchasers) continued

State and Local Purchaser Level continued

• Benefit Design/Array of Services and Supports

Incorporate a broad, flexible benefit design (i.e., include coverage of a broad,
flexible array of services and supports), and clearly define covered services and
supports.

Broaden the definition of “services” to include supports for children and families
in addition to treatment, and include these services in state Medicaid plans.

Incorporate flexibility in coverage, utilization management, and clinical decision
making such that arbitrary limits are eliminated, psychosocial and environmental
factors are considered, and support as well as treatment needs are addressed.

Incorporate provisions requiring services to young children and their families into
managed care contracts.

Ensure allowable funding for coverage of services to family members, as well as
the identified child.

• Family/Youth Partnership

Partner with families and youth in the design and implementation of managed
care systems, including support to family organizations for playing formal roles
in the design and delivery of care.

Require that families and consumers be included on planning/advisory/oversight
structures for managed care systems, and consider requirements that families
and consumers comprise a certain percentage of the planning/advisory/
oversight entities.

Pay family members and family organizations for consulting services to
managed care systems at the state or local purchaser level, as well as at the
MCO level.

Experiment with consumer-directed care approaches by which consumers and
families control the purchasing of services, with special accounts to purchase
home and community-based care for children with serious disorders (similar to
approaches used in the mental retardation field).

Support demonstrations of “family-directed” managed care funding
arrangements.
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Policy Recommendations
(Federal, State and Local Purchasers) continued

State and Local Purchaser Level continued

• Stakeholder Involvement and Training

Incorporate requirements for the participation of key stakeholders with
knowledge and expertise in children’s behavioral health services (including
families, children’s mental health staff, and staff of other child serving agencies)
at all levels of managed care system design, implementation, operation,
refinement, and oversight.

• Cross-System Coordination at Policy, System, and Service Levels

Incorporate requirements and strategies for coordination of physical and
behavioral health services, such as incentives for primary care practitioners to
screen for behavioral health disorders, requirements for communication and
referrals for behavioral health care, monitoring, etc.

Ensure that the child welfare, juvenile justice, and Medicaid managed care
systems work together closely to incorporate special provisions for these high-
need populations, to analyze data, and to make system improvements.

Create mechanisms to assess the impact of managed care on other systems,
including cost shifting.

Incorporate mechanisms into managed care systems to screen children at high-
risk of emotional disorders (e.g., children in the child welfare or juvenile justice
systems) and link them to needed behavioral health services.

• Special Provisions for Children with Serious Disorders

Include customized provisions and arrangements for children with serious
disorders and their families, including individualized service planning, intensive
care management, family support services to reduce caregiver strain, access to
extended care, interagency coordination, risk adjusted rates, experimentation
with special case rates, risk adjustment mechanisms, provisions for the unique
needs of children in child welfare and juvenile justice systems, etc.

Incorporate requirements for individualized plans of care for children involved in
multiple systems and mechanisms for payment of staff/providers for involvement
in individualized service planning and care coordination meetings.
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Policy Recommendations
(Federal, State and Local Purchasers) continued

State and Local Purchaser Level continued

• Provider Networks

Ensure the inclusion in provider networks of safety net providers, child welfare
providers, nontraditional providers, culturally and linguistically diverse providers,
paraprofessionals, and families and youth.

Develop provider network standards (e.g., provider to population ratios) and rate
standards.

Establish realistic provider reimbursement rates.

Provide capacity building funds for providers (particularly small providers,
nontraditional providers, and providers that serve minority populations) to enable
providers to develop and expand needed service capacity.

Develop service capacity for serving the early childhood population by requiring
providers who have the expertise in serving this population to be included in
provider networks, and providing training to providers to improve their skills in
serving this population.

Provide support to providers, particularly small and minority providers and those
serving predominantly minority populations, to develop and enhance service
capacity; explore the Small Business Administration as a potential source of
support.

• Training for MCOs and Providers

Support training in evidence-based and promising practices for MCOs and
providers, and include training in the core system of care principles of
community-based services, an individualized approach to care, partnering with
families and youth, cultural competence, and interagency collaboration.
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Policy Recommendations
(Federal, State and Local Purchasers) continued

State and Local Purchaser Level continued

• Financing and Risk Structuring

Identify all appropriate behavioral health financing sources across children’s
systems and create mechanisms for shared funding of children’s behavioral
health services and/or mechanisms for coordination across financing streams
that remain outside of managed care systems.

Invest in service capacity development for children’s behavioral health at federal,
state, and local levels.

Develop risk arrangements including the use of risk adjusted rates and special
case rates that are based on sound risk models for children with behavioral
health disorders and that support the overarching goals of the managed care
system and that counteract any incentives for underserving high-need, high-cost
populations.

Require that a specific amount of capitation rates be allocated to child behavioral
health care within integrated physical health-behavioral health managed care
systems.

Incorporate a dedicated minimum set-aside (a specific percentage) for children’s
behavioral health services within managed behavioral health care systems.

• Planning

Develop projections of service costs and utilization by type of service across the
service array.

Create formal mechanisms to raise problems at the service level to the system/
policy level.

Assist child welfare agencies to estimate the costs of meeting the behavioral
health needs of children involved in their system, and ensure adequate rates
within managed care systems to attract and retain providers qualified to serve
this population.

Establish clear program goals and desired outcomes based on values, baseline
data, and performance targets.



10

Policy Recommendations
(Federal, State and Local Purchasers) continued

State and Local Purchaser Level continued

• Accountability

Increase tracking of children’s behavioral health indicators both at the state and
MCO levels in quality measurement, MIS, and outcome measurement systems.

Increase the capacity of child welfare agencies to track and assess the
behavioral health needs of children involved in child welfare, and increase the
capacity of Medicaid managed care systems to track utilization and outcomes for
these children and families.

Develop quality of care “report cards” for hospitals, residential treatment centers,
and community services.

Create greater administrative capacity at state and county purchaser levels to
monitor managed care as it relates to children’s behavioral health care and to
develop more accurate and comprehensive data.

Share information about utilization, quality, satisfaction, and outcomes related to
children’s behavioral health with MCOs and providers.

Ensure that the “building blocks” for research and quality improvement (services,
satisfaction, costs, outcomes) are built into information systems.

Create a data infrastructure and mechanisms for collecting data from multiple
agencies, including Medicaid, mental health, child welfare, juvenile justice, and
substance abuse.

• Cultural and Racial Disparities

Monitor racial and ethnic disparities in access to and utilization of children’s
behavioral health services and develop strategies to address them and increase
cultural competence.
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Practice Recommendations
(Managed Care Organizations and Providers)

• Family/Youth Partnership

Create meaningful vehicles for involvement of families, guided by protocols for
family involvement, guidelines, and practice standards, and partner with families
and youth (including supporting family organizations) to play a role in the
development and implementation of critical management operations, such as
quality assurance and appeals processes.

Use family advocates or “navigators” to help families navigate managed care
systems and grievance and appeals processes.

Provide family and youth consumers with useful, relevant information on
evidence-based treatments and promising practices.

Develop practice standards for family and youth involvement.

• Cross-System Coordination

Designate an MCO liaison to the child welfare system, ensure ready access to
behavioral health assessments for children involved in child welfare, and provide
assessments and service planning that address safety and permanency issues.

Implement mechanisms for greater shared communication, problem-solving, and
decision making across child serving systems.

Implement mechanisms for better coordination and partnership with juvenile
courts and juvenile court judges to improve service planning and delivery for
youth involved with the juvenile justice system.

• Special Provisions for Children with Serious Disorders

Provide individualized plans of care for children with serious and complex
disorders and utilize “child and family teams,” including the family, youth, care
manager, involved providers, representatives from other involved systems, and
other appropriate individuals, to develop and implement individualized plans
of care.

Pay staff and providers for involvement in individualized service planning and
care coordination meetings.
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Practice Recommendations
(Managed Care Organizations and Providers) continued

• Assessment

Provide comprehensive, holistic, ecological assessments of both strengths and
needs of children within the context of their families and communities, and
address caregiver strain in service planning, authorization, and provision.

Screen children at high risk of emotional disorders (e.g., children entering
custody in the child welfare system, children whose parents are receiving mental
health or substance abuse services) and link them to needed behavioral health
services.

• Management Mechanisms

Reduce administrative burden on providers, including re-evaluation of utilization
management practices and reporting requirements.

Broaden definitions of “medical necessity” and ensure that these criteria are
interpreted broadly, to include psychosocial and environmental factors in clinical
decision making and avoid arbitrary limits.

• Early Childhood/Early Intervention

Incorporate preventive and early intervention strategies, particularly for young
children with less intense service needs.

Allow use of the Diagnostic Classification 0 to 3 for claims as an appropriate
diagnostic approach for young children.

• Provider Networks

Include in provider networks “safety net” providers, child welfare providers,
nontraditional providers, paraprofessionals, families and youth.

Pay providers adequate rates.

Include an array of culturally and linguistically diverse providers in provider
networks.
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Practice Recommendations
(Managed Care Organizations and Providers) continued

• Training and Technical Assistance

Increase training in the use of evidence-based treatments and promising
practices in professional schools and in-service contexts.

Provide training for providers and front-line staff in areas including evidence-
based and promising practices, family partnership, cultural competence,
nontraditional services and supports, individualized care, the use of child and
family teams, children with serious disorders, children involved in child welfare
and juvenile justice agencies, etc.

Train primary care practitioners to identify behavioral health disorders among
children and make appropriate referrals for specialty behavioral health care.

• Accountability (Quality and Outcomes)

Implement tracking systems at the MCO level to track indicators related to
children’s behavioral health services and use child-specific quality measures.

At the MCO level, monitor the quality of care provided by providers according to
child behavioral health quality measures.

Involve consumers and families in assessing quality and satisfaction, such as
implementing a system whereby families rate the quality and effectiveness of
providers. A report card on providers could be generated and potentially shared
on a web site.

Managed care systems should engage in a continuous refinement process
throughout the contract cycle, with realistic incremental benchmarks defined for
each contract year.

Use information technology to disseminate information about managed care
systems, how to access help, etc. to families and other key stakeholders.

• Cultural and Racial Disparities

Monitor racial and ethnic disparities in access to and utilization of children’s
behavioral health services and develop strategies to address them and increase
cultural competence.

Provide culturally specific interventions and services.
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Practice Recommendations
(Managed Care Organizations and Providers) continued

• Services/Practice

Build incentives into provider contracts and provide operational guidance (such
as practice guidelines, standards, and protocols) to change provider behavior
and practice to reflect best practice and the latest research and to promote home
and community-based care, family involvement, cultural competence, evidence-
based and promising practices, etc.

Ensure that services and treatment are family focused and address caregiver
strain.

Set aside resources within managed care systems for family support/prevention
services that could be provided to families that may not already have a child
designated as the “identified patient” with a diagnosis.

Provide capacity building (start-up) funds to MCOs and providers in order to
build and expand service capacity for children’s behavioral health services.
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Research Recommendations

Research Process

Use “participatory action research models” and engage key stakeholders
(families, providers, MCOs, policy makers, system managers, etc.) in the
research process.

Recognize the value of and utilize applied research and qualitative approaches
to study behavioral health managed care systems in addition to quantitative
approaches.

Include multiple perspectives in research on children’s behavioral health
managed care at both policy and practice levels (MCOs, private payers, mental
health and other systems, families, providers, etc.)

Frame research questions and findings in ways that can inform policy and
practice.

Establish mechanisms to provide access to information on a timely basis so that
research findings can be used for system improvement purposes.

Create mechanisms for collecting data from multiple child-serving agencies
(Medicaid, mental health, child welfare, juvenile justice, substance abuse,
education, etc.).

Partner with MCOs to use tools such as the System of Care Practice Review and
others for quality improvement purposes.

Federal agencies (NIH, SAMHSA, or others) should ensure a focus and
resources for applied, field-based research.

Research Focus

• Financing-Related Issues

Study the effects of various financing mechanisms (capitation, case rates, fee for
service, etc.) on the quality and outcomes of care and on the long-term viability
of MCOs.

Determine the impact of coverage of a broad array of services and supports with
flexible management on costs, and determine the strategies and factors
associated with cost containment within a broad, flexible benefit design.

Explore risk adjusted rates and case rates for children with serious and complex
disorders to determine how to build appropriate rates.

Analyze expenditures for children’s behavioral health care across all child-
serving systems (including Medicaid) to better understand the roles of each,
expenditures, and cost shifting.
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Research Recommendations continued

Research Focus (continued)

• Service-Related Issues

Explore the relationship between evidence-based practices and managed care
and the types of strategies and incentives associated with practitioner use of
evidence-based and promising practices.

Study the types and effectiveness of various incentives to MCOs and providers
to develop needed service capacity.

Study the effects of “dose” (length of stay) on clinical outcomes, and examine
“dose” more accurately as a mixture of dosages of different types of services.

Explore the impact of providing preventive and early intervention services on
long-term service needs and costs.

Identify strategies for coordination and communication between physical health
and behavioral health providers and how to overcome barriers to their
implementation.

Determine how service utilization is affected by more flexible authorization and
utilization management requirements.

Conduct additional research on the impact of managed care on service
utilization patterns, quality of care, costs, effect on providers, cost shifting, etc.

• Family-Related Issues

Study the effects of family choice approaches.

Study the growing role of families and family organizations in managed care
systems, including paid roles, and assess the value of family involvement.

Study the impact of family advocacy on improvements in behavioral health
managed care, including the adoption of evidence-based practices.
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services

Leadership and Expertise at the State and Local Purchaser
Level for Children and Adolescents with Behavioral Health
Disorders and Their Families

Leadership at the state or local purchaser level to establish values, goals, and
priorities and to implement monitoring and accountability procedures to hold the
system accountable.

Inclusion of the managed care system in the comprehensive, cross-agency state
plan for behavioral health services to children with emotional disorders (as
recommended in the President’s New Freedom Commission on Mental Health
report).

System of Care Values and Principles
in Managed Care Design and Implementation

Incorporation of system of care values and principles within the managed care
system.

Broad, Flexible Benefit Design/Array of Services and Supports

A broad, flexible array of covered services and supports.

A focus on the entire family, not just the identified child, in benefit design and
service coverage.

Clear definitions of covered services and supports so that all stakeholders know
what is covered and how services are to be delivered.

Appendix A
Essential Elements of Publicly Financed Managed Care
for Children’s Behavioral Health Services
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Flexible Clinical Decision Making and Management
Mechanisms to Support an Individualized Approach to Care

Flexibility in coverage, utilization management, and clinical decision making
such that arbitrary limits are eliminated, psychosocial and environmental factors
are considered, and support as well as treatment needs are addressed.

An individualized approach allowing services and supports to be based on the
needs of the individual child and family.

Streamlining of management mechanisms, such as preauthorization of certain
services.

“Pass through” mechanisms for routine services such as outpatient services,
coupled with use of technology (such as web-based portals) for registering care.

Family and Youth Partnerships at Managed Care System
and Service Delivery Levels

Partnerships with families and youth at the service delivery and systems levels,
including protocols for family involvement, guidelines, and practice standards.

Use of family advocates or “navigators” to help families navigate managed care
systems and to help families with grievance and appeals processes.

Recognition of the “value-added” role of family organizations to managed care
operations.

Recognition and inclusion of the multiple caregivers for many children,
particularly those in the child welfare system, who should be involved as “family.”

Child Behavioral Health Stakeholder Involvement and Training

Requirements for participation of key stakeholders with knowledge and expertise
in children’s behavioral health services (including families, children’s mental
health, and other child serving agencies) at all levels of managed care system
design, implementation, operation, refinement, and oversight.

Training of key stakeholders across systems (including staff at state level,
MCOs/BHOs, providers, families, etc.) in effective children’s behavioral health
service delivery, including training on partnering with families and youth, cultural
competence, cross-system service coordination, evidence-based practices, and
evaluation of quality of care.

Involvement of families in training of key stakeholders such as MCOs, providers,
and staff across child-serving systems.
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Cross-System Coordination at the Policy, System,
and Service Delivery Levels

Coverage of service coordination at the level of the individual child and family.

Mechanisms for service coordination across child-serving agencies and
providers at the system level.

Designation of a child welfare liaison to the managed care system and from the
managed care system to the child welfare system.

Requirements and strategies for coordination of physical and behavioral health
services, such as incentives for primary care practitioners to screen for
behavioral health disorders, requirements for communication and referrals for
behavioral health care, monitoring, and training of primary care practitioners in
children’s behavioral health issues and service system.

Assessment of service gaps and development of service strategies in
partnership with other child-serving systems (e.g., child welfare, juvenile justice,
education).

Special Provisions for Children with Serious Disorders
and Special Needs

Special provisions for youngsters with serious behavioral health disorders,
including intensive care management, coverage of extended care, interagency
service planning, risk adjusted rates, special case rates, and individualized
plans of care.

Requirements for individualized plans of care for children involved in multiple
systems and mechanisms for payment of staff for involvement in individualized
service planning and care coordination meetings.

Special provisions for youth involved in other child-serving systems (such as
child welfare or juvenile justice) or with special needs (such as physical
disabilities) based upon an understanding of their unique issues and challenges
related to access, utilization, and response to care.
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Comprehensive, Strengths-Based Assessments of Children
and Families to Support Individualized Care

Comprehensive, holistic assessments of both strengths and needs of children
within the context of their families and communities for individualized service
planning and provision.

Interagency involvement in assessment and treatment planning such that
common needs and services across child-serving systems are considered and
coordinated.

Attention to caregiver strain in the assessment and service planning process.

Ready access to behavioral health assessments for parents and children in the
child welfare system to avert out-of-home placements and ensure appropriate
child welfare service planning and court decisions.

Assessments and service planning for children involved in the child welfare and
juvenile justice systems must address safety and permanency issues, as well as
treatment goals.

Evidence-Based and Promising Practices

Linking children to services and supports that have been demonstrated to
produce good outcomes, including providing incentives to MCOs and providers
for the use of evidence-based and promising practices (and disincentives for
using ineffective approaches).

Consideration and inclusion of services and supports with “practice-based
evidence,” particularly interventions and approaches developed by communities
of color, in an effort to meet the behavioral health needs of children in a
culturally competent manner.

Early Intervention

Provision of preventive and early intervention care, especially to younger
children with less intense needs.

Use of EPSDT screens to identify behavioral health needs and clear procedures
and incentives for appropriate specialty referrals.



21

Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Provider Networks with Capacity to Serve Children with
Behavioral Health Disorders and Their Families

Adequate provider networks with the necessary expertise in child and
adolescent behavioral health services and adequate service capacity.

Inclusion in provider networks of “safety net” providers, child welfare providers,
nontraditional providers, culturally and linguistically diverse providers,
paraprofessionals, and families and youth.

Adequate reimbursement rates.

Support for providers that require additional supervision or training and
provisions for network termination of inadequate providers.

Training for MCOs and Providers on Child Behavioral Health
Identification, Assessment, and Service Provision

Training for providers in areas including family partnership, evidence-based and
promising practices, nontraditional services and supports, individualized care,
the use of child and family teams, children with serious disorders, children
involved in the child welfare and juvenile justice systems, etc.

Training for primary care practitioners to identify behavioral health disorders
among children and make appropriate referrals for specialty behavioral health
care.

Training for MCOs about the special issues associated with serving children in
the child welfare system.

Use of new information technology for training and information dissemination.
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Cross-System Financing Approaches

Realignment of financing streams for children’s behavioral health services at the
federal and state levels to better coordinate and rationalize eligibility and funding
requirements.

Clear delineation of payment responsibilities across systems.

Adequate resources for children’s behavioral health care, and, in some cases,
increased resources to correct historical underfunding of children’s behavioral
health services.

Identification of all appropriate financing sources across child-serving systems,
and coordination across those financing streams within the managed care
system and those that remain outside of the managed care system.

Mechanisms for sharing, tracking, and accounting for funds for children’s
behavioral health services contributed by other child serving systems (e.g. child
welfare).

Projection of service costs by type of service across the service array.

Risk Structuring for High-Risk, High-Need Child Populations

Risk arrangements and rates that are based on sound risk models for this
population and that support the overarching goals of the managed care system.

Inclusion of risk adjusted rates for children with serious disorders and children in
foster care.

Performance-based incentives related to purchaser agency priorities.

Investment in Service Capacity Development

Investment in service capacity development for children’s behavioral health at
federal, state, and local levels, including up-front, start-up funding built into
contracts, capacity building grants, and other vehicles for developing and
expanding services.
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Specific Planning and Goal Setting
for Children’s Behavioral Health

Effective analysis and clear understanding of the needs and service utilization
patterns of the covered population.

Careful establishment of program goals and desired outcomes based on
baseline data and performance targets.

Analysis and estimation of current and projected utilization.

Establishment of a limited number of clear, realistic, meaningful, and
measurable goals and performance outcomes with fiscal incentives tied to
performance measures.

Attention to larger systemic issues, such as lack of service capacity and poor
data.

Contractual language that is both specific enough to avert service gaps and
flexible enough to allow for innovation.
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Essential Elements of Publicly Financed Managed
Care for Children’s Behavioral Health Services continued

Specific Accountability Mechanisms
for Children’s Behavioral Health

Quality improvement system that reflects the state or local purchaser’s priorities
in specific goals and objectives and that has built-in processes for revision and
refinement as priorities shift.

Monitoring and oversight of service delivery and outcomes specific to children’s
behavioral health, with a focus on the accountability of state purchasers,
managed care entities, and providers.

“Early warning” mechanisms specific to children’s behavioral health indicators.

Reliable data

Monitoring of eligibility expansion and increased service demand to prevent
system overload.

Tracking service utilization, cost, quality, and outcomes at the service and
systems levels, with breakouts for children with serious behavioral health
disorders, children involved with child welfare and juvenile justice systems, and
culturally and racially diverse children.

Adequate management information systems and the capacity to share
information across systems.

Assurance from state and MCO/BHO levels that data submitted by providers
will be utilized for evaluation of quality and outcomes and data will be shared
with providers and other key stakeholders.

Strategies to Address Cultural and Racial Disparities

Monitoring of cultural and racial disparities in behavioral health utilization and
access and development of strategies to reduce disparities.
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Appendix B
Summary of Findings from the Health Care Reform
Tracking Project 1995–2003
Since 1995, the Health Care Reform Tracking Project (HCRTP) has been tracking publicly
financed managed care initiatives and their impact on children with mental health and
substance abuse (collectively referred to as behavioral health) problems and their families. The
HCRTP is co-funded by the National Institute on Disability and Rehabilitation Research in the
U.S. Department of Education and the Substance Abuse and Mental Health Services
Administration in the U.S. Department of Health and Human Services. Supplemental funding
has been provided by the Administration for Children and Families of the U.S. Department of
Health and Human Services, the David and Lucile Packard Foundation, and the Center for
Health Care Strategies, Inc. to incorporate special analyses related to children involved in the
child welfare system. The HCRTP is conducted jointly by the Research and Training Center for
Children’s Mental Health at the University of South Florida, the National Technical Assistance
Center for Children’s Mental Health at the Georgetown University Center for Child and Human
Development, and the Human Service Collaborative of Washington, D.C.

The mixed method design of the Tracking Project has involved periodic surveys of all states,
in-depth impact analyses involving site visits to a selected sample of states, and the
identification and dissemination of promising approaches and features of managed care
systems. Throughout these activities, the Tracking Project has explored and compared the
differential effects of carve out designs, defined as arrangements in which behavioral health
services are financed and administered separately from physical health services, and
integrated designs, defined as arrangements in which the financing and administration of
physical and behavioral health care are integrated (even if behavioral health services are
subcontracted). This document summarizes the status of state managed care activity as of
2003 and the highlights of Tracking Project findings from 1995–2003.

i. Status of State Managed Care Activity in 2003
Extent of Managed Care Activity

• Only five states over the past decade have never implemented a managed care system.
The definition of managed care used in the Tracking Project includes the use of
managed care technologies on either a statewide or local basis, including managed
care systems that have a Medicaid waiver as well as other initiatives using managed
care technologies that do not have waivers.

• Out of 46 states that have implemented managed care over the past decade, 38 (86%)
are still involved in managed care.

• Since the last survey in 2000, there has been a slight retrenchment, with only one state
starting a new managed care initiative and two terminating an existing or planned
managed care system. However, these are fewer terminations than between 1997/98
and 2000, when there were seven terminations, indicating a possible settling in the
managed care landscape.
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Characteristics of Managed Care Systems — 2003
• The 2003 state sample includes 22 carve outs and 17 integrated physical health/

behavioral health managed care systems.

• The primary focus of most (61% of sample) is Medicaid managed care, followed by
a joint focus on Medicaid and public behavioral health (33%).

• Most managed care systems are statewide (62%), and an additional third (36%) affect
multiple areas within a state (typically the most populated areas). Only 2% of the
managed care systems (1 system) affect a single area within a state.

• Most (71%) involve a Medicaid waiver, though there has been a moderate decline
in the percentage of systems with waivers since 1997/98, probably due to the Balanced
Budget Act of 1997 which allowed for the implementation of managed care without
a Medicaid waiver.

• Integrated systems are more likely to use 1115 waivers; carve outs, 1915 (b) waivers.

• Most managed care systems (90%) are in late stages of implementation (more than
three years), with integrated systems being older than carve outs.

• Over the past decade, there has been a steady decline in the percentage of systems
being planned or in early implementation stages, again suggesting a settling in the
managed care landscape. Only 5% (2 systems) indicated they were in the planning or
early stages of implementation.

Inclusion of Substance Abuse
• Most managed care systems in the 2003 sample (77%) include substance abuse, with

integrated systems being more likely to do so (88% versus 68%).

• When substance abuse is not included, it remains fee-for-service in 78% of the systems;
in the remaining systems, it is either a separate carve out or included in a physical
health managed care system that does not include mental health.

Parity
• In two-thirds of managed care systems, there reportedly is parity between physical and

behavioral health services, without pre-set limits or higher co-pays. However, this
represents a 15% decline since 2000 in systems reporting parity.

Goals
• While cost containment has been a goal of managed care systems throughout the past

decade, 18% more systems in 2003 reportedly are focusing on cost issues than was the
case in 2000. In contrast, there is a reported decline in focus on all other types of goals,
particularly using managed care to expand the service array and improve quality. State
budget deficits may be contributing to this apparent shift in focus.

Covered Populations
• Nearly 11% fewer managed care systems cover the total Medicaid population than in

2000; fewer than half (39%) cover the total population in 2003. Carve outs are
significantly more likely to cover the total Medicaid population than are integrated
systems (55% of carve outs versus 19% of integrated systems).
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• Eight percent fewer managed care systems are covering the SCHIP population than in
2000. Fewer than half (45%) cover the SCHIP population.

• Only carve outs (45% of them) were reported to cover non-Medicaid and non-SCHIP
populations, and there has been a 15% decline in coverage of these populations since
2000.

• Over half (65%) of managed care systems cover the SSI population, and half (57%)
cover the child welfare population. Carve outs are significantly more likely to cover these
high-need, high-cost populations than are integrated systems.

• While coverage of high-need, high-cost populations has increased since 1995, there
was a slight decrease in coverage of these populations between 2000 and 2003.

ii. Summary of Key Findings 1995–2003
Differences Between Systems with Carve Out and Integrated Designs

• The Tracking Project has found consistent differences between systems with carve out
and integrated designs. Systems with behavioral health carve out designs (separate
financing and administration of behavioral health care within a managed care system) in
comparison to integrated systems:

– Include coverage of a broader array of services
– Cover more home and community-based services
– Support a more flexible, individualized approach to care
– Include key stakeholders to a greater extent in system planning and refinement
– Involve families to a greater extent and in more significant roles
– Include more planning and special provisions for children with serious and

complex disorders
– Include cross-system funding and collaboration to a greater extent
– Tend to be supportive of systems of care and incorporate system of care values

and principles to a greater extent
– Provide training to MCOs regarding special populations, home and community-

based services, and system of care values and principles to a greater extent
– Incorporate incentives for providers to use evidence-based practices
– Are more likely to limit MCO profits and administrative costs
– Cover high-need, high-cost populations to a greater extent
– Cover non-Medicaid, non-SCHIP populations

Role of State Medicaid and Mental Health Agencies
• State Medicaid agencies have been and continue to be the dominant players in publicly

funded managed care systems, having lead responsibility for nearly two-thirds (65%) of
the managed care systems in the 2003 survey.

• State Medicaid agencies are health care financing agencies, which generally do not
have specialized expertise in children’s behavioral health service delivery issues.

• State mental health agencies play significant leadership roles in systems with carve out
designs, but not in integrated systems.
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Key Stakeholder Involvement
• Over time, state child mental health staff and providers are the only stakeholders that

are most likely to have “significant involvement” in planning, implementation, and
refinement of managed care systems (63% and 56% respectively in 2003), although this
occurs to a much greater extent in carve outs than in integrated systems.

• For all other stakeholder groups (child welfare, juvenile justice, education, and
substance abuse staff), there has been less significant involvement.

• With respect to families, significant involvement has been consistently found in fewer
than half of the managed care systems, and the latest survey found some decreases in
significant family involvement (35% of systems in 2003) and in requirements for family
involvement. This is the case despite increased national attention to the need for family
involvement and to the concepts of consumer and family-driven care.

• Where families are significantly involved, there are meaningful examples — involvement
in paid family roles, quality monitoring, child and family teams, readiness assessments,
and others.

Types of Managed Care Organizations
• Most managed care systems use for-profit managed care entities — either for-profit

health managed care organizations (MCOs) or for-profit behavioral health managed
care organizations (BHOs). The use of government entities as management entities is
more likely in systems with carve out designs.

• Though there has been some improvement (particularly among the BHOs) resulting
from greater experience, the Tracking Project has consistently found a reported lack of
understanding of the needs of children with serious emotional disorders among these
for-profit entities. This is likely due to the fact that commercial managed care companies
historically did not serve populations with serious disorders.

• This finding has implications for reaching commercial MCOs and BHOs and working
with them to increase knowledge and expertise on customizing care for children with
serious disorders and their families.

• Over time, the Tracking Project has found significantly more problems associated with
the use of multiple MCOs statewide or within regions than with the use of a single MCO
statewide or within regions, specifically, multiple and confusing procedures for every
aspect of system operation – billing and reimbursement, credentialing, utilization
management, service authorization, and reporting; inconsistency in clinical decision
making; and difficulties in monitoring.

Managed Care Financing
• Medicaid and mental health agencies are the primary sources of funding for managed

care systems (Medicaid in 100% systems in 2003, mental health in 50% — all carve
outs).

• The level of financial participation of other child-serving agencies is significantly lower.
Other agencies participate in financing the managed care system primarily in carve
outs.
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• Systems with carve out designs are more likely to draw on multiple funding streams
from multiple agencies, whereas systems with integrated designs are more likely to rely
on Medicaid and SCHIP dollars from the Medicaid agency.

• Medicaid dollars are left outside of the managed care system in all cases (100% of the
systems in 2003). The child welfare, mental health, education, juvenile justice, mental
retardation/developmental disabilities, and substance abuse agencies are all likely to
have Medicaid dollars for behavioral health services. Even though more managed care
systems include coverage for both acute and extended treatment, other child-serving
systems still retain responsibilities and funding for behavioral health service provision
outside of managed care systems. This may create a safety net for children unable to
access needed service through the managed care system, but may also perpetuate
opportunities for fragmented care and cost shifting.

Cost Shifting
• Cost shifting has reportedly been occurring as a result of the implementation of

managed care in about half of the systems (50% in 2003), though the perception in
2003 is that there is some decline in cost shifting.

• There has been little systematic tracking or monitoring of cost shifting, so that these
reports are difficult to substantiate (only 11% of the systems reported any tracking of
this phenomenon in 2003).

• Cost shifting is more likely to be reported from the managed care system to other child
serving systems in integrated managed care systems (in 57% of integrated systems in
2003).

Risk Structuring
• Most managed care systems use risk-based financing (81% in 2003), with the majority

using capitation financing (78% in 2003) and relatively little use of case rate financing
(19% in 2003). Over time, the Tracking Project found carve outs less likely to use
capitation than integrated systems, but the gap appears to be narrowing. This may
reflect an increasing sophistication with managed care on the part of state purchasers
and/or may be an outgrowth of state budget problems.

• Over time, in about half of the managed care systems (46% in 2003) MCOs have all the
risk and benefit, with state sharing or retaining risk and/or benefit in the other half.
Providers share risk in about half of the managed care systems (47% in 2003).

• Few managed care systems use risk adjustment mechanisms such as stop-loss
arrangements, risk corridors, reinsurance, and risk pools, and few use bonuses or
penalties tied to performance (23% in 2003).

• None of the integrated managed care systems require that a certain specified
percentage of the capitation rate (which covers both health and behavioral health) be
allocated to behavioral health care.
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Service Coverage and Capacity
• There has been a consistent and continuing increase in managed care systems that

cover both acute and extended care (95% in 2003), whereas many more managed care
systems initially limited coverage to acute care, similar to a commercial insurance
model. Currently in 2003, no carve outs and only 12% of integrated systems limit
coverage to acute care, although the services actually provided depend on a variety of
factors beyond simple coverage. In most managed care systems, other agencies retain
responsibility and resources for behavioral health extended care in addition to coverage
within the managed care system (92% in 2003).

• Over time, about half the managed care systems (55% in 2003 — mainly carve outs)
reportedly have broadened the array of covered services as compared with pre-
managed care, specifically expanding coverage of home and community-based
services. In the 2003 survey, some retrenchment in service coverage was found to the
97/98 levels, perhaps due to the current fiscal crises and resultant modifications in
health and behavioral health services.

• Despite the reported expansion in service coverage, the reported availability of services
has not expanded significantly in most systems. Most managed care systems do not
consider service capacity to provide home and community-based services in their state
to be highly adequate or even mostly adequate. In 2003, no system rated capacity
highly adequate, and only 19% rated capacity as mostly adequate.

• Over time, there has been a decline in systems that require reinvestment of savings
back into the system to increase service capacity (only 32% of the systems require this
in 2003). Those requiring reinvestment are predominantly carve outs. In 2003, however,
most systems reported that there are no savings to reinvest. State investment in service
capacity development (apart from the managed care system) declined over time (53% of
the systems reported state investments in 2003, a decline of 26% over 2000).

• Nearly all carve outs (91% in 2003), but only about half of the integrated systems (53%)
reported that managed care has made it easier to provide flexible/individualized
services.

• Nearly two-thirds (63% in 2003) of the managed care systems reportedly encourage or
incorporate incentives for providers to use evidence-based practices. This is far more
likely to occur in carve outs. The most commonly used strategies to promote evidence-
based practices include providing training and/or consultation, developing practice
guidelines, or monitoring through quality improvement protocols.

• Most managed care systems reportedly provide few services to young children and their
families, despite a reported increase in EPSDT screening and increased national
attention to early childhood mental health issues (74% in 2003 provide few services).
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Attention to Children with Serious Behavioral Health Disorders
• The Tracking Project has identified many barriers to serving children with serious and

complex disorders and their families (children with serious emotional disorders and
children in the child welfare and juvenile justice systems). These include rigid and
stringently applied medical necessity and clinical decision making criteria; fiscal
incentives to underserve high-need populations; a tendency to emphasize short-term,
time-limited treatment in managed care; lack of understanding of the special legal,
logistical, coordination, and treatment needs of these groups; lack of risk adjustment
mechanisms; lack of family focus in service delivery; and lack of special provisions,
in particular higher capitation or case rates.

• Over time, more managed care systems engage in discrete planning for children with
serious emotional disorders (74% in 2003), but fewer for children in child welfare or
juvenile justice (47% and 35% respectively). Discrete planning for these populations is
significantly more likely to occur in carve outs than in integrated systems.

• There has been an increase in managed care systems that reportedly incorporate
special provisions for children with serious and complex behavioral health needs, such
as intensive case management, wraparound process, interagency treatment and service
planning, and an expanded service array. In 2003, 81% of the systems reportedly
include special provisions for children with serious emotional disorders (compared with
only 44% in 1995), 63% for children in child welfare, and 50% for children in juvenile
justice. However, few managed care systems incorporate risk adjusted rates for these
populations (31% in 2003).

• The majority of carve outs (90% in 2003) but less than half of the integrated systems
(44% in 2003) facilitate and support the development and operation of local systems of
care for children with serious behavioral health disorders.

• Carve outs are far more likely to incorporate system of care values and principles in the
managed care system — broad service array, family involvement, individualized
services, care management, and cultural competence.

Access
• Initial access to behavioral health services reportedly has improved in comparison to

pre-managed care (86% of the systems in 2003).

• Over time, the Tracking Project has identified more problems associated with access to
extended care services, though recent findings indicate some improvements in access
to extended care, at least in carve outs. Improved access to extended care was reported
in 71% of the carve outs but only 46% of the integrated systems in 2003. Still, one-third
of the carve outs and half of the integrated systems report no change or more difficult
access to extended care.
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• Initial access to inpatient care typically is not reported as more difficult in managed care
systems in comparison with pre-managed care; only 11% of the systems reported
access to inpatient care as more difficult. However, lengths of stay reportedly are
substantially shorter (in 80% of the systems in 2003). These reduced lengths of stay
have resulted in a host of problems, such as premature discharge before stabilization,
children discharged without needed services, placement of children in community
programs lacking appropriate clinical capacity, and inappropriate use of child welfare
shelters or juvenile justice facilities. Some declines in reports of these problems were
noted in 2003.

• There has been an increase in the development of alternatives to hospitalization (11%
increase from 2000 to 2003), such as crisis respite, crisis stabilization, mobile crisis
response, partial hospitalization, wraparound, home-based services, therapeutic home
beds, and intensive outpatient services. Carve outs are more likely to have developed
alternatives to hospitalization.

Clinical Decision Making
• Over time, there has been a broadening of medical necessity criteria in managed care

systems such that most now have medical necessity criteria that allow consideration of
psychosocial and environmental factors in clinical decision making (89% in 2003).
A problem identified by the Tracking Project was that, despite broad criteria, MCOs,
particularly in integrated systems, continued to interpret and apply criteria narrowly.
Improvement in this has been found; in most systems, criteria are now interpreted
broadly (77% in 2003).

• There has been a steady increase in the percent of managed care systems that use
child-specific clinical decision making criteria (94% in 2003) Almost all managed care
systems use level of care criteria for children’s mental health (97% in 2003), and about
two-thirds use patient placement criteria for adolescent substance abuse (65% in 2003).

• Most systems continue to report using various management mechanisms. The most
frequently used mechanism is prior authorization, although most systems now allow
certain services without prior authorization (86% in 2003). Other widely used
mechanisms are concurrent and retrospective reviews.

Service Coordination
• Improvement in coordination between physical and behavioral health care has been

found in comparison with pre-managed care. Improvement was reported in systems with
both carve out and integrated designs (67% overall in 2003) substantiating ongoing
observations that improvement in physical-behavioral health coordination is not related
to system design. Such improvements are related to specific strategies and provisions
directed at coordinating physical and behavioral health care that are implemented
regardless of design. Thus, contrary to common beliefs, simply adopting an integrated
design does not guarantee that physical and behavioral health will be coordinated.
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• Coordination between mental health and substance abuse reportedly has improved with
managed care implementation, though more in carve outs than in integrated systems.
A new area of exploration in 2003 suggests that coordination between mental health
and child welfare also has improved, again more so in carve outs. In general, the
Tracking Project has found improved interagency coordination as a result of managed
care, attributed to the need to problem solve, particularly in carve outs.

Early Identification and Intervention
• The majority of systems (76% in 2003) conduct EPSDT screens within the managed

care systems, and most EPSDT screens reportedly include some type of behavioral
health component (90% in 2003).

• However, only about half (58% in 2003) of the systems reportedly include incentives or
strategies to encourage primary care practitioners to conduct EPSDT screens and make
appropriate referrals for behavioral health services.

Family Involvement
• Most carve outs (62–86% in 2003) reportedly include various strategies to involve

families at the system and service delivery levels in managed care systems, such as
requirements in RFPs and contracts for family involvement at the system level,
requirements to involve families in planning and delivering services for their own
children, family focus in service delivery, coverage for family supports, use of family
advocates, and hiring families in paid staff roles. In contrast, nearly half of the integrated
systems (44%) do not incorporate any of these strategies for family involvement.

• About half (49%) of the systems pay for services to family members if only the child is
covered.

• Many carve outs (71% in 2003), but few integrated systems (19% in 2003), fund family
organizations to play a role in managed care systems.

• Over time, the Tracking Project has found that managed care systems have had no
particular impact (positive or negative) on the practice of relinquishing custody to access
behavioral health services.

• Families reportedly are involved in quality measurement activities in some way in most
managed care systems. The most frequently used mechanisms for involving families are
completing surveys and participation in focus groups. More significant involvement
through such mechanisms as involvement in the design and monitoring of quality
processes reportedly occurs less frequently, and virtually only in carve outs.

Cultural Competence
• Most managed care systems include general requirements, as well as specific

strategies, related to cultural competence. Most systems include translation and
interpreter services (86% in 2003). Other strategies are found to a greater extent in
carve outs than in integrated systems, such as requirements in RFPs and contracts
related to cultural competence, training of MCOs and providers on cultural competence,
including culturally diverse providers in networks, and including specialized services
needed by culturally diverse populations.

• There has been a reported increase over time in planning for culturally diverse
populations within managed care systems (56% in 2003, up 23% since 2000).



34

Providers
• In nearly two-thirds of the managed care systems, provider reimbursement rates

reportedly are higher than pre-managed care (66% in 2003, a 43% increase since
2000).

• Reportedly, managed care implementation has not resulted in closure or severe
financial hardship for provider agencies in most managed care systems, contrary to the
frequent assertion that managed care has created wholesale financial hardship for
providers. Reports of provider financial hardship or closure have decreased from 27% in
2000 to 14% in 2003.

• There have been complaints about increased administrative burden for providers
identified through the Tracking Project, but some decrease in reports of increased
administrative burden were found in 2003.

Accountability
• About one-third (30% in 2003) of all managed care systems (more than half of the

integrated systems) reportedly do not have adequate data for behavioral health care
decision making, attributed to a lack of adequate MIS systems, lack of encounter data,
and lack of staff capacity to analyze data that exist.

• The most frequently tracked performance information includes child behavioral health
service utilization and cost of child behavioral health services (92% and 66% in 2003).

• Most managed care systems (82% in 2003) measure family satisfaction, but only about
half (55% in 2003) reportedly assess youth satisfaction.

• Most managed care systems reportedly are measuring clinical and functional outcomes
(86% in 2003), but over half (53% in 2003) continue over time to remain in early stages
of implementing their measurement systems in this area, indicating that systems are
finding this challenging. Less than one-quarter of all managed care systems report
having results from these efforts to date (22% in 2003).

Impact of Managed Care Systems
• A consistent finding, upheld in the most recent survey, is that most managed care

systems do not as yet know what impact they are having on children’s behavioral health
care.

• About half or more of the systems do not know the impact of managed care on cost,
quality, clinical and functional outcomes, or incorporation of evidence-based practices.
Over a third do not know their impact on child behavioral health penetration rates or
family satisfaction.
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iii. Summary of Findings Related to Child Welfare Population
Inclusion of Children in the Child Welfare System in Managed Care

• Over time, more systems have included the child welfare population in managed care
systems, with the exception of a slight decrease in inclusion of this population in 2003.
Still, in 2003, nearly three-quarters (74%) of the systems include the child welfare
population.

• The Tracking Project consistently has found that, in most systems, children in the child
welfare and juvenile justice systems may lose eligibility for the managed care system
based on their placement type, such as state-operated facilities, raising continuity of
care issues for these children.

Planning, Coordination, and Special Provisions for Child Welfare
• Less than half of the systems (47%) reported a discrete planning process for children in

the child welfare system, a decrease of 25% since 2000. However, the majority of
systems include special provisions for children in the child welfare system (63% in
2003), although the percentage of systems with special provisions for children in child
welfare has declined since 2000.

• About half of those with special provisions include interagency treatment and service
planning, intensive case management, an expanded service array, and wraparound
services/process, but only a third (33%) offer family support services for families
involved with the child welfare system, and only 15% (6 systems) incorporate higher
capitation or case rates for children in child welfare.

• Almost half of the managed care systems (42%) are responsible for screening children
who enter state custody to identify mental health problems and treatment needs.

• About half of the systems provide training for MCOs about the specialized needs of
children in the child welfare system (57% in 2003), and about half of the managed care
systems include child welfare providers in managed care provider networks (54% in
2003).

• Nearly two-thirds (61%) of the systems noted that coordination between mental health
and child welfare has improved; the remainder saw no effect of managed care on
coordination between the two systems.

Service Coverage and Utilization for Child Welfare
• Consistently over time, the services least likely to be covered by managed care systems

(i.e., they are covered by less than half of the systems) continue to be critical services
for children/adolescents in the child welfare system — therapeutic group homes,
behavioral aide services, respite services, and crisis residential services. Therapeutic
foster care is covered by about half (59%) of the systems.

• Although most managed care systems cover both acute and extended care, consistently
over time, the child welfare system is the system most likely to have resources and
responsibility for providing extended care behavioral health services outside of the
managed care system (83% in 2003).

• Nearly two-thirds of the managed care systems are tracking behavioral service use by
children in the child welfare system (63% in 2003), the vast majority being carve outs.
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Child Welfare Funding
• Child welfare agencies contribute more to the financing of managed systems,

particularly in carve outs, than other child-serving systems with the exception of child
mental health and, in 2003, substance abuse, contributing funds in 29% of the systems
in 2003 (an 8% increase since 2000).

• In most managed care systems, child welfare reportedly has access to Medicaid outside
of the managed care system (72% in 2003).

iv. General Update and Future Plans
Impact of Current Fiscal Climate

• Over three-quarters of managed care systems (78%) reportedly are experiencing
detrimental effects as a result of the current fiscal climate in the country.

• Of the systems experiencing detrimental effects, about a third or more are reporting
each of the following: reduction of services to non-Medicaid eligible children; elimination
of specific populations from eligibility for the managed care system; reduction or
elimination of coverage for certain services; incorporation or raising co-pays; decreased
capitation rates paid to MCOs; implementation of more stringent management
mechanisms; changes in drug formularies; lowered federal poverty level eligibility
cut-off; or lowered provider reimbursement rates.

• The current fiscal climate may be associated with other findings of the 2003 survey,
including:

– A decline in parity
– An increased focus on cost containment goals
– Less coverage of the total Medicaid population, the SCHIP population, non-

Medicaid populations, and high-cost/high-need populations
– A decline in the percentage of systems to which the mental health agency

contributes dollars
– More use of full blown capitation
– Fewer rate increases for MCOs
– A decline in the use of risk adjusted rates and other risk adjustment mechanisms
– More use of management mechanisms
– Decline in investments in service capacity development

Perceptions of Success of Managed Care in Achieving Desired Goals
• Perceptions of state child mental health directors and Medicaid agency staff that

responded to the 2003 survey are that managed care has been, on balance, moderately
to mostly successful in achieving its goals. Carve outs reportedly have had greater
success.
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Future Managed Care Plans
• Not one respondent indicated that there were state plans to phase out managed care.

• In most cases (89%), the state plans to continue to use managed care technologies to
manage behavioral health services. One state indicated it planned to move to a non
risk-based system, and four states indicated they were planning to increase the use of
ASO arrangements.
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Examining Behavioral Health Care Carve Outs:
Differences in Costs, Services, and Outcomes Among
Medicaid Recipients from Three States

In the mid-1990s, common wisdom held that the need in mental health services was for
service coordination, in short, a managed care system (Behar, Macbeth, and Holland,
1993; Layne, 1994; Bickman, 1996a; Bickman, 1996b; Heflinger, 1996; Foster, Saunders
and Summerfelt, 1996; and Morrisey, et al, 1997). It was widely thought that a managed
care approach would not only be cost-effective (Behar, Macbeth, and Holland, 1993;
Bickman, 1996b; and Foster, Saunders, and Summerfelt, 1996) but that treatment outcome
would improve as well (Heflinger, 1996; Layne, 1994; Axelson, 1997). With the publication
of the Fort Bragg Child and Adolescent Mental Health Demonstration (CAMHD) (Bickman,
et al, 1995) the usefulness of the managed care model was questioned, specifically
arguing that the model was no more effective than a fragmented model (Bickman, et al,
1996b). In this paper, we compare and contrast three managed care models implemented
by a single service provider with funding from different state Medicaid programs.

While the effects of funding source on program participation (both length of stay and
program mix) and outcome have been extensively discussed in the literature (Beck, et. al,
1998; Behar, et, al, 1993; Heflinger and Northrup, 2000), this study provides a unique
comparison of clients in three different managed care systems receiving services from a
single provider. Funding source often dictates programming available to recipients, the
maximum allowed length of stay in the programs, and the setting in which the programs
are delivered (Pandiani, et. al., 1997). Program mix, length of stay, and setting, in turn,
have a profound impact on client outcome, as well as on client status at follow-up
(Heflinger and Northrup, 2000; Pandiani, et al, 1997). This study examines data that were
gathered from all clients discharged from a large behavioral health provider between July
1999 and June 2002, focusing on those who received Medicaid funding from one of three
states. Following a description of the organization and the nature of the various Medicaid
programs, program participation variables are examined, as are outcome and follow-up
information. Also included is an analysis and discussion of the cost data related to
provision of these services. This summary provides a brief overview of each of those
sections.

Appendix C
Key Findings from Research on Managed Care
for Children’s Behavioral Health
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The organization from which data were gathered provides a variety of behavioral
health services to approximately 2,500 children per year in a five-state region. Programs
include residential treatment centers, community-based group homes, therapeutic foster
care, in-home intensive therapy, and adoption services. Funding for all services is provided
by a wide variety of state and local public agencies, private insurance companies, and
corporate and private donors.

Contractual agreements with state Medicaid programs assured that services were
available to recipients, but also set the boundaries for program participation, length of stay,
and rates of pay for each level of care. Children served by this organization from State A
received treatment in a residential center, with limited aftercare provided in their home
community by the organization. State B allowed funding for a limited number of recipients
to receive in-home services, but most clients from that state received treatment in a
residential center only. State C, which has a Medicaid waiver program, provided funding for
innovative services in non-traditional settings, such as intensive in-home counseling
utilizing an evidence-based treatment model (Multisystemic Therapy). While children from
State C were eligible to receive services in residential facilities, most of the children from
this state were served in their homes.

Children from the three states appeared to be quite similar at admission. In all three
states, the largest percentage of children was diagnosed with Mood Disorders, the next
largest category of diagnoses was Conduct Disorders, and in all states, the third largest
category of diagnoses was ADHD and related Disorders. Evidence from several
assessment instruments used at admission also pointed to the similarities of children from
all three states. Examination of the Child Behavior Check List (CBCL) indicated that the
mean score from all three states fell within the clinical range, although State B had a
higher mean score than the other states. Data from the Youth Self Report (YSR) also
pointed to similarities, with only insignificant differences between the states, and with
mean scores from all three states falling within the area defined as “borderline”. Scores
from the Family Adaptability and Cohesion Scale (FACES-III) showed the mean score from
all states to be within the clinical category on the dimension of “cohesion”, and all to be
within the normal range on the dimension of “adaptability”. Of the nine dimensions of the
Family Assessment Measure — General Scale (Fam-III:Gen), mean scores from each
state fell within the “normal” range on six of them. However, the similarity of these children
seemed to end there.

Findings demonstrated significantly different lengths of stay for children from the three
different states. Despite the fact that State C children were more likely than children from
other states to participate in more than one program during an admission, both the
residential length of stay and the overall length of stay were shorter for these children.
Program mix also differed by state, with children from State A receiving services only in a
residential treatment setting from this provider, while children from State C most often
received therapy in their home. Over 90% of children from State B received services only
in a residential treatment center setting, while the remainder received both residential and
in-home therapy.

Cost analysis showed a great disparity in the amount spent by the three different states
on services from this provider. State A spent an average of $69,404 per child, State B
spent $36,963 on average per child, and State C spent $12,584 per child on average.
These differences are clearly mirrored in the different costs of the types of services
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provided. State A’s entire expenditure went to pay for residential treatment services, which
are more costly than in-home therapy. The lion’s share of State C’s expenditures
purchased in-home therapy for recipients. State B purchased mostly residential treatment,
although some children from that state received in-home therapy. However, expenditures,
by themselves, tell us little about the impact of the services on children and families.

Data concerning outcome at discharge and status at follow-up showed a clear pattern
for the three Medicaid programs. At three data points (discharge, six months post-
discharge, and twelve months post-discharge), children from State C were most likely to
be at home or in a home-like setting. Over 91% of children from State C who received
services from this provider were successfully discharged; 77.3% were still in successful
placements twelve months post-discharge. This contrasts to 88.8% of the children from
State A who were successfully discharged. At twelve months, 71.3% of the State A
children were still in successful placements. Children from State B fell between the other
two states: 89.9% were successfully discharged, and 72.7% were still in successful
placements at twelve months post-discharge. While the differences are not statistically
significant, they point to a clear pattern.

Other measures of success, such as out-of-home placement, trouble with the law, and
school success were also examined for the three groups. These measures do not show as
clear a pattern as placement, but do lend some support to the notion that State C, with its
more innovative approach, had more success with children. For example, at both six and
twelve months post-discharge, State C had the lowest percentage of children who reported
being in trouble with the law (10.7% and 8.5% respectively). Also, State C had the highest
percentage of children either in school or graduated at twelve months post-discharge.
Children from State C had the lowest percentage of children who had out-of-home
placements (including placements in residential treatment center, psychiatric hospital,
group home, diagnostic center, or drug & alcohol treatment center) between discharge and
six months. State C also had the lowest rate of children placed in correctional facilities both
between discharge and six months, and between six and twelve months post-discharge.
Taken together, these measures describe a substantially higher level of success for
children from State C.

The mechanisms responsible for the seemingly higher level of success for State C’s
children warrant further study. It can be argued that, given the comparability of the children
from the three different states upon admission into the program, the innovative approach of
State C is at least partially responsible for the increased success of children from that
state. However, it remains to be discovered why this approach seems to produce more
favorable results. Also, it is important to examine the effects this approach might have on
different populations of children. Such variables as mental health service utilization both
prior to and following treatment, familial support, and availability and use of community
supports would be important additions to this discussion. In addition, further analysis of the
differences in the structure of the managed care systems in each state, and of the cost-
effectiveness of services would significantly contribute to policy discussions concerning
provision of mental health services to children.
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Caring for Children in Child Welfare: A National Study
of the Impact of Organization and Financing Policy
on Mental Health Service Provision

Overview for Linked Studies
This presentation describes the goals, methods, and early findings related to mental health
care provision from two linked studies, Caring for Children in Child Welfare (CCCW) and
the National Survey of Child and Adolescent Well-Being (NSCAW). NSCAW and CCCW
provide nationally representative data of children investigated for child abuse and neglect
in the United States, and the child welfare agencies that processed their cases.

NSCAW is the first national study of child welfare to collect data from children and
families, and the first to relate child and family well-being to family characteristics,
experience with the child welfare system, community environment, and other factors. The
NSCAW protocol at baseline, 12, 18, and 36 months collects reported services use and
outcomes data on mental health and developmental problems from several sources, such
as parents, teachers, case workers, and youth themselves. However, NSCAW collects little
information on how mental health services are organized, financed, or supplied in the
study areas, thereby preventing any attempt to improve services through benchmarking,
analyses of regional variation, or examination of mental health and child welfare policies
related to mental health care. CCCW is a supplemental study to NSCAW that is funded by
the NIMH and is collecting detailed contextual data at the state and local levels on the
organization and financing of mental health care for children and adolescents involved with
the child welfare system. It is linking this contextual information to the individual level
survey data collected in NSCAW. Additionally, CCCW is collecting similar information on
physical health and developmental services.

Methods for Linked Studies
The NSCAW sample design involved “a stratified two-stage sample, with the Primary
Sampling Units (PSUs) being county CPS agencies and the Secondary Sampling Units
being selected from lists of closed investigations or assessments from the sampled
agencies.” For the NSCAW study, children, age birth to 14, were randomly selected from
those children who had contact with the child welfare system identified with the Primary
Sampling Units (PSUs) within a 15 month period from October, 1999 through December,
2000. The 92 PSUs were sampled proportionate to size in 97 counties within 38 states
across the United States. In almost all cases, the PSU and the county were identical. The
multi-stage NSCAW sampling design will generate national estimates for the full population
of children and families entering the child welfare system. The NSCAW cohort includes
6,231 children, age birth to 14 at the time of sampling, who had contact with the children
welfare system within a 15-month period. These children were selected from two groups:
5,504 from those entering the system during the reference period following a child
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protection investigation, and 727 from children who had been in out-of-home placement for
about 12 months at the time of sampling. Both children who remain in the system and
those who leave the system are being followed for the full study period of 36 months with
face-to-face interviews at baseline, 18 and 36 months and a 12 month telephone interview.

The CCCW study has collected 780 key informant interviews in all states and counties
that were randomly sampled and participated in the NSCAW parent study. The interview
data include information on linkages between child welfare and mental health agencies as
well as funding sources such as Medicaid, the structure of enrollment and benefits for
mental health care financing, mental health screening and assessment protocols, and
training in mental health issues for caregivers of children involved in child welfare. The
CCCW contextual data will generate national estimates for the full population of child
welfare agencies in the United States that agreed to participate and allowed first contact
by research personnel.

Study Findings on Mental Health Care
All selected findings are presented as weighted estimates for the full national population of
children involved with child welfare.

• Analyses of both the full baseline cohort and the 12 month out-of-home care cohort
confirm prior findings from local studies that children involved with child welfare
exhibit high rates of need for mental health care and also relatively high rates of use
of such care. Almost half of children age 2 to 14 years were in the clinical range on
the Child Behavior Checklist. In the baseline CPS cohort, only one-fourth received
any specialty mental health care within the past 12 months. In the 12 month out-of-
home cohort, over half were reported by their caregiver to have received specialty
mental health care over the past 12 months. Clinical need as measured by the CBCL
was highly related to receipt of services in both study cohorts. Effects of race (less
use for African-American youth) and having a parent with severe mental illness
(greater use) were found. These appear in two papers under review with Barbara
Burns as the lead author for the baseline report and Laurel Leslie as the lead author
for the 12 months in foster care report.

• Analysis of specialty mental health service use over the first 12 months since child
welfare investigation has examined the impact of contextual variation in the 92 PSUs
(mostly counties). The degree of coordination between local child welfare and mental
health agencies, as measured by a count of 26 concrete indicators of linkage (e.g.,
co-location, MOUs) had a significant interaction effect on the use of specialty mental
health services. In counties with strong interagency linkages, children and
adolescents above the CBCL clinical cut-point were significantly more likely to
receive services while those below the clinical cut-point were significantly less likely
to receive services as compared to counties with weaker interagency ties.
Additionally, in counties with stronger linkages, differentials in service utilization
between African-American youth and white youth were diminished from the
disparities observed in counties with weaker linkages. These findings suggest
coordination between child welfare and mental health agencies is associated with a
more efficient delivery system that shows greater impact of clinical factors and less
impact of non-clinical factors (e.g., race) use of mental health care. The analysis is
reported in a paper under preparation with Michael Hurlburt as lead author.
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• An analysis of the impact of Medicaid managed care policies on access to outpatient
mental health care has been conducted by Ramesh Raghavan as a dissertation in
health policy at the UCLA Department of Health Services in collaboration with the
CCCW study team. Youth in child welfare in counties that enrolled such populations
into managed behavioral health plans showed lower use of specialty mental health
care compared to youth in counties that did not. However, when the behavioral
health plan was carved out, youth showed higher use of mental health care when
compared to when the mental health benefits were part of the physical health benefit
package, suggesting the complex impact of managed care.

• A paper published in Pediatrics (July, 2003, lead author Laurel Leslie) reports on
CCCW data regarding comprehensive assessments for youth entering foster care.
The percent of PSUs with policies promoting comprehensive mental health and
developmental assessments was much lower (47.8%–57.8%) than the percent of
PSUs who assessed all children for physical health problems (over 94%), with only
42.6% of PSUs reporting comprehensive physical, mental health, and
developmental exams for all children entering out-of-home care.
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Study Intent
I have conducted and am conducting several studies of interest. The intent of these
studies is to:

1. Identify which states require Medicaid beneficiaries, including children to receive
behavioral health services from managed care organizations and whether those
organizations deliver only behavioral health services or deliver behavioral health
services as part of a comprehensive package of care.

2. Identify what mental health and substance abuse services are covered in State
Medicaid and SCHIP programs.

3. Examine state experience in using the Early Warning System (EWS) developed by
SAMHSA or a similar type of system to monitor the care delivered by managed care
organizations.

4. Assist states in building the capacity of Medicaid programs to deliver care that
supports children’s healthy mental development. This project is more focused on
children with less intense needs.

Study Method
The studies identified above use multiple methods, including:

1. Surveys of all 50 states regarding their Medicaid coverage and use of managed care.
The managed care survey is now in the field for the sixth time.

2. A one-day summit of stakeholders from states that were identified as using an EWS
or EWS-like system to discuss their experience implementing and operating such
systems.

3. Development and support of a four-state learning collaborative to assist states.

Salient Findings
Regarding Coverage

The study of Medicaid and SCHIP coverage is still being conducted, but preliminary (draft)
findings indicate that:

• All state Medicaid programs cover mental health services and almost all cover
substance abuse services.



45

• Most states offer extensive coverage of mental health services in Medicaid and
many have designed special benefits for crisis situations or to provide community
support.

• Medicaid state plans usually report this coverage as a “rehabilitative” service and
fewer report coverage as a “clinic” service.

• Plans for separate SCHIP programs do not define mental health and substance
abuse coverage as specifically as Medicaid plans.

• Some separate SCHIP programs specify that the SCHIP program coverage mirrors
Medicaid coverage, but others strictly limit coverage to commercial coverage.

Regarding Delivery System

Overall the number of States using managed care to deliver behavioral health services
declined between 1998 and 2000. However, most of the decline is not attributable to a
state decision to remove behavioral health services from a comprehensive package or the
dismantling of a program that delivered only behavioral health services. Rather, most of
the decline can be attributed to the dismantling of a comprehensive risk-based managed
care program in four states (Georgia, Mississippi, Montana, and Vermont).

In 2000, nine states reported using multiple arrangements for outpatient and/or
inpatient mental health services. Eight states reported using multiple arrangements for
delivery of outpatient mental health services. Finally, seven states reported using multiple
arrangements for the delivery of inpatient mental health services.

In some states (such as Missouri) the specific arrangement available to a beneficiary
varied by geography. In others, such as Minnesota, it varied by eligibility group. Finally,
some states, such as Massachusetts, required MCO enrollees to obtain mental health
services from their MCO and PCCM program enrollees to obtain mental health services
from the PHP.

Delivery of Mental Health Services in Risk Programs: 1996–2000

Prepaid health plan 12 39% 11 38% 14 36% 15 38% 15 42% 16 48%

Full benefit in
comprehensive MCO 14 45% 14 48% 16 41% 18 46% 14 39% 14 42%

Limited benefit in
comprehensive MCO 11 35% 9 31% 16 41% 11 28% 15 42% 10 30%

Number of states
covering service
in risk programs 31 100% 29 100% 39 100% 39 100% 36 100% 33 100%

1996
Outpatient Inpatient

Number Percent Number Percent

1998
Outpatient Inpatient

Number Percent Number Percent

2000
Outpatient Inpatient

Number Percent Number Percent
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In 2000, nine states reported using multiple arrangements for the delivery of substance
abuse services.

Regarding use of EWS
The Summit, held in May 2002, revealed eight key findings regarding state experience
implementing and operating EWS or EWS-like systems:

1. It is important that monitoring efforts can both (a) rapidly identify and address
potential problems and (b) assess achievement of long term health and societal
outcomes, outcomes that may not be measurable for several years.

2. Most of the tools needed to develop a system to rapidly identify and address
potential problems that already exist.

3. Stakeholders are likely to identify three issues as being particularly important for
early warning systems to focus on: (1) enrollee access to care, (2) the timeliness of
provider payments, and (3) the cost of providing care. The relative importance of
these three issues will change as a program is implemented and becomes
established.

4. A need exists for standard reporting among states to provide comparative data, but
states will also always need the flexibility to address local concerns.

5. An effective system to identify potential concerns must be able to identify
unanticipated problems.

6. States have to balance the need to rapidly identify problems with the need to ensure
that the data they use to make decisions accurately reflect contractor and program
performance.

7. States must also balance the need for consistent reporting with the need to keep up
with an evolving program and focus on issues that are currently important.

8. Routinely sharing performance data creates a starting point for working with
consumers and advocates.

Regarding Building the Capacity of Medicaid Programs
This project is just getting underway. But already it has identified a huge interest among
state Medicaid programs in improving their capacity to ensure young children’s healthy
mental development. Even in the midst of budget crises 26 states submitted letters of
intent describing proposed projects and 11 of these were invited to prepare full proposals.

Delivery of Substance Abuse Services in Risk Programs: 1996–2000

PHP 10 36% 10 27% 11 32%

Full benefit in comprehensive MCO 11 39% 19 51% 21 62%

Limited benefit in comprehensive MCO 11 39% 11 30% 11 32%

Number of states covering service 28 100% 37 100% 34 100%

1996 1998 2000
Number Percent Number Percent Number Percent
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Contractual Relationships for the Delivery of
Publicly Financed Behavioral Health Care Services
to Children and Their Families

Intent of Study
In 1994, supported by grants from several funders,1 a group of lawyers, health policy
analysts, and health services researchers from The George Washington University Center
for Health Services Research and Policy (CHSRP) began a project to map the evolving
nature and structure of managed care. The material that formed the basis of this research
consisted of the service agreements and requests for proposals (RFPs) between group
health purchasers and managed care organizations (MCOs), as well as subsidiary
agreements between MCOs and primary care and specialty network providers (e.g.,
behavioral health providers). The central purpose of the project was to investigate and
document the ways in which stakeholders use contracts—the primary tools for
demarcating the legal structure and boundaries of relationships—to attempt to influence
the direction of the evolution of the modern health system. Four separate editions of
Negotiating the New Health System: A Nationwide Study of Medicaid Managed Care
Contracts have been published to date. Two in-depth special reports that analyze
contractual provisions in Medicaid managed care contracts for the delivery of mental
illness and addiction disorder services to children and adults have also been published.2

Since its inception, the managed care contracting project (as it has come to be known)
has grown beyond the study of Medicaid-sponsored plans to encompass a variety of
managed care arrangements, including plans sponsored by the State Children’s Health
Insurance Programs (SCHIP), state and county mental health agencies, child welfare
agencies, and employers. The project’s studies have been used by Congress to restructure
the managed care component of the Medicaid statute, as well as by the Centers for

1 The original funders of the project were the Pew Charitable Trusts, the Annie E. Casey Foundation, the
Centers for Disease Control and Prevention (CDC), and the Substance Abuse and Mental Health Services
Administration (SAMHSA). Throughout the years, the roster of funders expanded to include: the David and Lucile
Packard Foundation (for core support), the Health Resources and Services Administration (HRSA), the Center for
Health Care Strategies, Inc., the Commonwealth Fund, and the Henry J. Kaiser Family Foundation.

2 Rosenbaum, S., Shin, P., Zakheim, M., Shaw, K., and Teitelbaum, J. Special Report: Mental Illness and
Addiction Disorder Treatment and Prevention. Negotiating the New Health System: A Nationwide Study of Medicaid
Managed Care Contracts, 2nd Edition. March 1998. Rosenbaum, S., Teitelbaum, J., Mauery, D.R. Special Report:
Mental Illness and Addiction Disorders and Medicaid Managed Care. Negotiating the New Health System: A
Nationwide Study of Medicaid Managed Care Contracts, 3rd Edition. May 2000. Available at: http://
www.gwhealthpolicy.org/bhib_series.html.
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Medicare and Medicaid Services (CMS), other federal agencies and state Medicaid, public
health, and mental health agencies. Federal and state agencies have used the research
and tools generated by the project to guide managed care-related policy development and
program formulation, particularly in the areas of public health policy and practice,
behavioral health, and health services for underserved and vulnerable populations.
Numerous focused reports have emanated from this effort, including a recent issue brief
that analyzed behavioral health coverage for children in free-standing SCHIP contracts.3

A second phase of the project, added in 1998 in response to multiple requests for
“model” contract language, developed a series of sample purchasing specifications for use
in both general service and behavioral health contract development. The contract studies,
as well as the purchasing specifications, also function as a means for helping state and
local health officials, consumer organizations, and others understand the nature and
structure of managed care and its effects on the larger world of public health policy and
practice. Two sets of sample purchasing specifications have been developed and posted
on CHSRP’s website for children with behavioral health care needs and for children in
substitute care (e.g., child welfare systems).4

A third phase of related health services research is currently underway to gain a
greater understanding of the effects of contracting practices. For example, we recently
conducted a study for the Center for Health Care Strategies, Inc. to assess how states’
experiences as embodied in their contract documents are actually happening during
program implementation and to identify promising approaches and creative problem-
solving techniques for delivery of coordinated behavioral health care services.5

Study Methods
Contract Reviews
The project’s work initially centered on a series of nationwide point-in-time studies of
contractual arrangements between purchasers and MCOs, and between MCOs and their
provider networks. The project examined two basic sets of master agreements: general
service agreements and agreements governing behavioral health “carve-out” plans.6

Generally, with the aid of expert reviewers, detailed analytic instruments that tracked the
domains and sub-domains of each type of contract were developed. Lawyers trained in
managed care contract analysis then reviewed the contracts against the instruments,
tabulating the results and extracting the actual language of the agreements to permit
comparative analysis. The result of these reviews was the creation of a large database
(available on the Center’s website) containing actual provisions of each agreement based
on the review instrument.

3 Rosenbaum, S., Sonosky, C., Shaw, K., and Mauery, D.R. SCHIP Policy Brief #5: Behavioral Health and
Managed Care Contracting Under SCHIP. September 2002.

4 Purchasing Specifications For Children with Behavioral Health Needs. December 2000. Available at: http://
www.gwhealthpolicy.org/newsps/cbhn/. Purchasing Specifications: Medicaid Managed Care for Children in
Substitute Care. December 2001. Available at: http://www.gwhealthpolicy.org/newsps/childwelf/.

5 Mauery, D.R., Collins, J., McCarthy, J., McCullough, C., Pires, S. Contracting for Coordination of Behavioral
Health Services in Privatized Child Welfare and Medicaid Managed Care. Center for Health Care Strategies, Inc.
June 2003. Available at: http://www.chcs.org/publications/pdf/ips/childwelfare.pdf.

6 Many reports emanating from this project have been published by CHSRP. See: http://
www.gwhealthpolicy.org/managed_care.htm.
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Purchasing Specifications
The process for developing over 25 sets of purchasing specifications began with guidance
from experts in the field including federal and state officials, as well as representatives
from state purchasers, private employers, managed care organizations, health policy
researchers, consumers, and other federal agencies. Draft specifications were reviewed by
a working group of the experts listed above and through a series of vetting meetings
involving state Medicaid and public health officials, providers, MCO representatives,
consumers, and experts in the service delivery of Medicaid managed care. The changes
suggested at the vetting meetings were incorporated into the specifications. The specifica-
tions are available on-line at http://www.gwhealthpolicy.org/newsps/.

Qualitative Research on Contracts Project
The research methods used in these types of studies generally include an assessment of
the findings from the contract reviews or a particular analysis of documents for a specified
delivery system (e.g., child welfare). These findings are then supplemented by case
studies (including on-site interviews) with key stakeholders in Medicaid and the service
delivery system at issue to illustrate how contractual expectations are playing out in
practice.

Salient Findings
• Free-standing SCHIP contracts contain a much more limited level and scope of

behavioral health services than do Medicaid managed care contracts, largely due to the
absence of any EPSDT-type requirements in SCHIP. The families of SCHIP-enrolled
children may be forced to “spend down” to meet Medicaid eligibility levels when their
children’s conditions grow sufficiently severe as to require intensive services not
covered by SCHIP.

• Changing practice patterns and encouraging interagency and cross-system
collaboration require contract language and visions that support system flexibility and
agility as well as the willingness of agency heads, supervisors, direct line workers,
providers, courts, schools, and families to adapt to both changing ways of managing
agencies and of conducting care management that embraces both permanency and
behavioral health treatment issues and priorities.

• Multiple categorical funding and reimbursement streams can create treatment “silos”
that can hamper care coordination when children are perceived as “belonging” to one
funding stream or another.

• Contract specifications, while critical, are only an essential first step to ensure effective
care coordination for children with behavioral health needs and their families. Ongoing
attention must be paid to implementation issues, how contract requirements are playing
out in actuality, and to the factors that impede adherence to contract specifications.
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The Impact of Maryland’s Medicaid Managed Care
Program on Rates and Patterns Psychiatric Readmission
Among Adolescents

Summary Description
The growth of Medicaid managed care in the 1990s has led to substantial changes in the
financing and delivery of behavioral health services for children and adolescents. Despite
this rapid shift to managed care, few studies have investigated the effect of these changes
on service provision for children with serious emotional disturbances. The primary aim of
this study was to evaluate the effect of Maryland’s behavioral health plan on patterns of
psychiatric readmission of adolescents. Specifically, the primary aim of this study was to
determine whether the rates and frequency of readmissions differed before (Fiscal year
1997) and after (Fiscal year 1998) the implementation of Maryland’s Medicaid managed
care program.

To achieve this objective, a non-concurrent prospective design was used. The sampling
frame consisted of 881 Medicaid eligible adolescents consecutively admitted to three
private psychiatric hospitals between July 1, 1996 and June 30, 1998. Adolescents were
followed up for one year past their index admission to determine whether they were
readmitted to any psychiatric hospital in Maryland. Data was drawn from hospital case
records, Medicaid claims data files, and the Area Resource File.

Study findings indicated that there were no significant differences in the overall rates of
readmission before and after the implementation of Maryland’s Medicaid managed care
program. The highest risk period for both years was within the first 15-30 days post-
discharge (14% in 1997 and 13% in 1998). The cumulative one year rate of readmission
was 33% for fiscal year 1997 and 38% for fiscal year 1998. There were, however,
significant differences in the frequency of readmissions before and after the
implementation of the managed care program. Adolescents who were admitted after the
managed care were more likely to experience multiple readmissions. The proportion of
adolescents who had two readmissions increased by 69% (5.1% in FY 1997 to 8.6% in
FY 1998) and by 102% for adolescents who were readmitted three or more times (3.9% in
FY 1997 to 7.9% in FY 1998).

Adolescents who were readmitted were likely to be younger, had more severe
emotional and behavioral disturbances and/or comorbid mental retardation, came from
higher risk families and had histories of childhood abuse. Type of aftercare services and
living arrangements post-discharge were also important determinants of readmission.
Across the continuum of mental health services, youths who were discharged to partial
hospital programs, therapeutic foster care, or group homes were at increased risk for
readmission compared to those who were discharged to residential treatment centers. It is
noteworthy that one third of the youths who were discharged to partial hospitalization
programs were readmitted within 30 days of discharge, suggesting that these type of
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programs may fail to compensate for premature discharge. Moreover, youths who were
discharged to therapeutic foster care were four times more likely to be readmitted. Overall,
these findings highlight the need for research on “best practices” and evaluation of fidelity
of treatment.

These findings have important policy implications and suggest that the managed care
reforms may have failed to address the specific needs of youths with serious emotional
disturbances who are high users of inpatient care and may require intensive longer-term
services. The high incidence of 30 day readmissions, differing rates of readmission across
hospital providers, and effect of different types of aftercare on readmission in this study
suggest that youths may be prematurely discharged from inpatient facilities without
adequate stabilization and/or that community-based services are inadequate.
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Findings from the Managed Care for Vulnerable
Populations Study

Adolescents with Substance Abuse
Vanderbilt has participated in two research projects sponsored by SAMHSA in the
Managed Care for Vulnerable Populations Study to study the impact of managed care
Medicaid.7 This study consisted of 21 research sites in 10 states across the country,
examining children with SED, adolescents with substance abuse, and related adult
populations. We contributed to two of the major components: (1) a prospective study
focusing on service use and outcomes of individuals enrolled in managed care and fee-for-
service comparison groups, and (2) an administrative data study focusing on patterns of
service use. The basis of the research findings described below are from our participation
in the cross-site study of adolescents (ages 12–17) with Medicaid who were entering
publicly funded substance abuse services: (1) interview data with 650 Medicaid
adolescents across TN, PA, OR, and WA; (2) population-level Medicaid enrollment and
encounter data for substance abuse services in TN, MS, OR, and WA.; and (3)
implementation studies of the publicly-funded adolescent substance abuse treatment
systems in these states.

The following is a summary of our findings:

• In adolescent substance abuse services funded by Medicaid, fee-for-service states
had higher access than managed care states. However, all states were serving
youth with substance abuse problems at a level far below the need.

Managed care, in this regression study of 1994–2000 Medicaid encounter data, had
a negative impact on access to adolescent substance abuse services, with youth in
managed care Medicaid states having a lower probability of use of services. The pattern of
results also suggested strong regional variation in access for adolescents in the Medicaid
system. All of the states served substantially fewer youth than national estimates of “need”
for treatment, as defined by rates of abuse or dependence (7.7% or 77 per 1000) in the
National Household Survey of Drug Abuse.8 Oregon and Washington came the closest at
14 and 18 per 1000, respectively. Tennessee and Mississippi were below 10 per 1000, or a
1% annual access rate. Interestingly, the states that had the most substantial Medicaid

7 See http://www.hsri.org/coord/coord.html.
8 SAMHSA, 2000, reference forthcoming.



53

benefits packages, Tennessee and Mississippi, exhibited the least access among the
groups. Generosity of Medicaid benefits packages, therefore, may be a poor proxy for
assessing the accessibility of services for youth .9

• There are many critical players in the publicly funded system of adolescent
substance abuse treatment.

– In adolescent substance abuse services, Medicaid is joined by the SAMHSA
Substance Abuse and Prevention Block Grant and other state sources to
make up the publicly funded service system. However, these funding streams
are poorly coordinated across the states.

Although most states have both Medicaid and a SAMHSA Substance Abuse
Prevention and Treatment Block Grant to provide treatment for adolescents, the services
covered and the roles of each payer differ widely across the states. However, these funding
streams often are administered by separate state agencies and there is little coordination
in planning or service delivery for this population.10,11

– The juvenile court is the most frequent referral source for publicly funded
substance abuse treatment.

Not only is the juvenile court a major referral source for publicly funded substance
abuse treatment in both managed care and fee-for-service systems, they often refer
directly to residential treatment.12 Subsequent treatment and transition to aftercare
services is poorly coordinated. As with state agencies, the juvenile justice system is
seldom included in comprehensive planning for service delivery at the system or individual
treatment level. 6

Findings from the Managed Care for Vulnerable Populations Study:
Children and Adolescents with Serious Emotional Disturbance

Vanderbilt has participated in two research projects sponsored by SAMHSA in the
Managed Care for Vulnerable Populations Study to study the impact of managed care
Medicaid.13 This study consisted of 21 research sites in 10 states across the country,
examining children with SED, adolescents with substance abuse, and related adult
populations. We contributed to two of the major components: (1) a prospective study that
compared service use and outcomes of individuals enrolled in Medicaid managed care
and fee-for-service systems, and (2) an administrative data study focusing on patterns of
service use for Tennessee (TN) (managed care) and Mississippi (MS) (fee-for-service).

9 Heflinger, C.A., Saunders, R.C., Mulkern, V., Hughes, D., Gabriel, R., Deck, D., Wamber-Lacey, D., & Perry,
P. (in review). Access to Medicaid-financed substance abuse treatment services for adolescents. Nashville, TN:
Vanderbilt University.

10 Adolescent Managed Care Study Group. (2001). Meeting the Needs of Adolescents with Substance Abuse
Problems in Managed Care and Fee-for-Service systems. Cambridge, MA: Human Services Research Institute.

11 Northrup, D. & Heflinger, C.A. (2000, December). Substance Abuse Treatment Services for Publicly-Funded
Adolescents in the State of Tennessee. Nashville, TN: Vanderbilt Institute for Public Policy Studies, Center for
Mental Health Policy. [available on line at www.vanderbilt.edu/VIPPS/CMHP/pdfs/TNPublicAOD.pdf

12 Heflinger, C.A., Deck, D.D., Jernigan, J.C., & Hughes, D. (in revision). Which youth get residential
treatment? Level of treatment restrictiveness by referral source for adolescents in substance abuse treatment.
Nashville, TN: Vanderbilt University.

13 See http://www.hsri.org/coord/coord.html.
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The basis of the research findings described below are from our study of Medicaid
children ages 4–17 in TN and MS: (1) interview data with 980 Medicaid children; and
(2) population-level Medicaid enrollment and encounter data for behavioral health services.

The following is a summary of our findings:

• High level of behavioral health needs: We documented high levels of need among
publicly funded children and adolescents in both managed care and fee-for-service
settings. We selected a stratified random sample of children from the enrollment and
encounter data and applied sampling weights to provide statewide estimates. The
levels of health problems, serious emotional disorders, and co-occurring problems
were found to be higher in the Tennessee and Mississippi Medicaid child populations
than other estimates available through the literature on the general population.
Overall, 26.2% of the TennCare and 22.2% of the Mississippi Medicaid population
met the two-part criteria for having SED, with an additional 21.1% in Tennessee and
14.1% in Mississippi having significant emotional/behavioral of functioning problems,
but not meeting criteria for SED.14

• High levels of caregiver strain were present for caregivers of children with SED,
whether in MC or FFS programs. Caregiver strain has been shown in our and other
studies to influence service use, with children of more strained caregivers more
likely to receive restrictive care and more services, after controlling for child
problems. Similar levels of caregiver strain were found in caregivers of youth with
SED and caregivers of youth with substance abuse problems.15 In addition, with the
rise in kinship care among the general population and Medicaid children specifically,
we found that other relative caregivers experienced similar levels and types of
caregiver strain as did parents when they were caring for a child with SED.16

• Overall access rates improved over time in both MC and FFS states, but initial
differences persisted, with TN remaining lower. TN substantially enrolled more
children in Medicaid under the MC waiver and slightly increased access (measured
as proportion of eligible children who used a service) to behavioral health for
services during the time period when managed care was implemented.17 However,
overall access in TN (from 6.5 to 6.7% of the eligible population) remained lower
than through the fee-for-service program in MS during the same time period (7.4 to
8.4%). Black and female children used services at a lower rate.18

14 Heflinger, C.A., & Saunders, R.C. (in review). Physical and behavioral health needs of Medicaid children:
High levels of needs and implications for policy and service delivery. Nashville, TN: Vanderbilt University.

15 Heflinger, C.A., & Brannan, A.M. (in review). Differences in the experience of caregiver strain between
families caring for youth with substance use disorders and families of youth with mental health problems. Nashville,
TN: Vanderbilt University.

16 Heflinger, C.A., & Richardson (in review). Caregiver strain in families of children with serious emotional
disorders: Does relationship to child make a difference? Nashville, TN: Vanderbilt University.

17 Saunders, R.C., & Heflinger, C.A. (in press). Access to and patterns of use of behavioral health services
among children and adolescents in TennCare. Psychiatric Services.

18 Saunders, R.C., & Heflinger, C.A. (2003). Medicaid behavioral health performance indicators for children:
Effects of capitated managed care in the south, 1994-2001. Presented at Academy Health Services Research
Conference, Nashville.
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Patterns of service delivery differed between MC and FFS.

• Specialized therapy service showed a decline in TN. Children in TN had lower
access than those in MS to inpatient/residential, day treatment, individual outpatient
therapy, and group therapy, as well as lower average number of service days per
child.7,19

• TN increased access to support services. TN increased access to case
management (from 0.2% to 2.1% of the eligible population) at a greater rate than in
MS, but TN started at a lower level and did not reach the same access rate as MS
(from 2.7% to 4%).7 TN increased access to family therapy, and there was a
dramatic upswing in the use of medication management.6 The access rate for
medication management rose from 0.4% to 2.6%. This may reflect greater utilization
of medication in the treatment of childhood mental disorders or an improvement in
quality by providing a supportive service to match existing rates of medication
treatment. In combination with the decreasing IP, OP, DT, and group therapy in TN, it
may show the substitution of these support services for actual therapy/specialized
services.

• Caregiver strain was a powerful predictor of service use, especially in TN. The
child and family factors that influenced service use varied between TN and MS.8

While child clinical issues were usually the most influential factor of both probability
of any service use and the number of days used, caregiver strain was a more
powerful predictor overall and in specific types of service use in TN compared to MS
– perhaps this is an indication that when there are restrictions to service use, the
amount of strain experienced by the caregiver becomes a more powerful
determinant.

• Access in both states remained far below the need. With TN and MS
demonstrating a rate of SED at 22–26%,3 yet overall access at 7–8%, less than one-
third of children “in need” received a service.7

• Parents of children with SED were less satisfied in MC Medicaid programs. In a
cross site study that included parents of children with SED in TN, MS, and PA,
parents of children with SED in MC Medicaid programs were significantly less
satisfied with Medicaid than were parents of children with SED in FFS Medicaid
programs.20

19 Brannan, A.M., Heflinger, C.A., & Schweitzer, T. (2001). Child and family predictors of service use in two
service systems: Role of caregiver strain. Presented at the Children’s Mental Health Services Conference, Tampa.

20 Heflinger, C.A., Simpkins, C.G., Scholle, S.H. & Kelleher, K. (in press). Parent/caregiver satisfaction with
their child’s Medicaid plan and behavioral health providers.
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Intent of the CWLA Management, Finance and
Contracting Surveys

Study Summary
In 1996, CWLA began to systematically identify, track, and describe child welfare initiatives
that changed the management, finance and delivery of child welfare services, with a focus
on examining initiatives that incorporated tools or technologies common to managed care.
The goals were to identify how public child welfare agencies were planning and
implementing managed care financing models for child welfare services; to track and
report changes that were occurring; and to identify and promote promising approaches
under new financing and management arrangements.

Through a five-year grant from the Center for Health Care Strategies (CHCS), CWLA
was given the opportunity, beginning in 2000, to expand its research activities related to
behavioral health issues and to collaborate more closely in reporting findings with two
other related research projects funded in part by the CHCS—the Health Care Reform
Tracking Project (HCRTP) and with the George Washington University Center for Health
Services Research and Policy (GWU). In addition to support for the CWLA 2000–2001
Management, Contracting, and Finance Survey and the publication of findings, CHCS also
funded the development of two issue papers.

Methodology
In October 2000, CWLA mailed the survey to all state child welfare administrators or their
designees and to county contacts in county-administered states. Information was gathered
between October 2000 and September 2001.

Survey data were supplemented by telephone and additional information from public
documents, such as requests for proposals (RFP) or contracts that were provided by the
respondent, and from other national studies, including those of the HCRTP partners.
Several states also have ongoing independent evaluations under way, and findings from
several of these reports were incorporated. In fall 2001, aggregate data were analyzed,
and narrative profiles developed for each state and county that responded to the survey.

Because Medicaid is the primary funding source for many of the behavioral health
services that children and families involved with the child welfare system receive, they are
directly affected by the proliferation of public sector managed care initiatives. The 2000
survey instrument was revised and expanded from previous years to better address health
and behavioral health issues. The survey included an expanded section on the perception
of respondents about how well managed care systems were working to meet the health
needs of children in the child welfare system. The intent was to understand better the
linkage between child welfare initiatives and various managed behavioral health care
reforms and to assess the level of child welfare involvement implementing health care
reforms. The findings from this portion of the CWLA survey were compared to findings
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from the 2000 HCRTP survey. The HCRTP surveyed state child mental health
representatives, and the CWLA survey respondents were state or county child welfare
administrators. Findings related to broad trends from both surveys were compared.
However, many of the states responding to the HCRTP survey did not respond to the
CWLA survey. In total, information was collected from 42 states, but only 17 states were
analyzed by both surveys.

This session highlights the behavioral health findings from the CWLA 2000–2001
Management, Contracting, and Finance Survey report.

Salient Findings Related To Behavioral Health
The CWLA survey asked whether child welfare respondents had knowledge of the
prevalence of behavioral health problems in the children and families served by child
welfare. For the most part, states and counties reported they do not have the capacity to
track or report key data related to behavioral health needs. For example:

• Less than 40% of the respondents indicated that their states or counties have the
capacity to assess and report the percentage of children and adolescents served by
the child welfare system with serious and complex mental health care needs.

• Less than one-third of respondents reported the capacity to assess the degree to
which parental mental health and substance abuse problems are a primary reason
for referral and placement of the child.

• More than half of the states reported that parents relinquish custody for the purpose
of accessing behavioral health services, but only one state could report how often
this practice occurs. Managed care reforms appear to have had little effect on this
practice.

The CWLA 2000 survey included an expanded section on the perceived effects of
managed care on children and families involved with the child welfare system.

• More than 60% of respondents to the CWLA survey indicated that children in the
child welfare system are included in Medicaid managed care plans for physical
health care services. It is not clear what effect managed care plans have on the
ability to obtain needed health care services for children in the child welfare system.

• Both the CWLA and HCRTP surveys found that eligibility for managed care plans
may change as the child moves into and out of different placement types, creating
the potential for gaps and fragmented services.

• Most child welfare respondents do not know how managed care reforms have
affected access to acute and extended care services, but 25% of those that did
respond believe that managed care has made it more difficult to access both types
of services. This finding is partially supported by the HCRTP survey, in which
agreement was found about the difficulties in accessing extended care services.

• Managed care plans may create unintended consequences for child welfare
populations, including making it more difficult to access inpatient care,
inappropriately shortening lengths of stay, and increasing the likelihood that children
will not get the services they need.

• Both surveys found that child welfare providers are often included in the behavioral
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health reform networks (53% of the HCRTP respondents and 43% of the CWLA
respondents) but they are still excluded almost half the time.

• Only 26.7% of CWLA respondents noted an improvement in coordination as a result
of managed care; that is double the number of respondents who believed it has
worsened. The HCRTP survey found more than 65% of its respondents reporting
improvement, attributed mostly to the urgent need to problem-solve during
implementation. Both surveys showed that cross-training between the MCOs and
child-serving agencies is occurring in most initiatives.

With the broadening of the eligible population in managed care reforms, there comes
an increased likelihood that initiatives are using blended funds from diverse sources.
Specifically, there has been a blurring of lines between what are “child welfare” and what
are “behavioral health” initiatives for children. In fact, many of the initiatives reported in the
CWLA survey overlap with those described in the HCRTP survey. It is quite a promising
finding that both child welfare and mental health representatives identified the initiatives as
“theirs.” Both the CWLA and the HCRTP surveys asked a number of questions about
funding for managed care systems.

• Both surveys found that few (less than 14%) managed care reforms reportedly
include financial incentives to account for the special needs of this population.

• Child welfare funds contributed to about a quarter of the behavioral health managed
care reforms. Most child welfare systems continue to have access to behavioral
health funding outside the managed care plans, including Medicaid.

• Respondents in both surveys believe that cost shifting occurs, but few states or
counties reported that they have mechanisms to actually track it.

• Whereas 64% of HCRTP respondents indicated that the reforms included
clarification of payment and service responsibility, only 14% of CWLA respondents
thought managed care reform had actually clarified these issues.
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Reporting and Collaboration for Findings
of Behavioral Health and CWLA

Study Summary
Through a five-year grant from the Center for Health Care Strategies (CHCS), CWLA was
given the opportunity, beginning in 2000, to expand its survey related to behavioral health
issues and to collaborate more closely in reporting findings with two other related research
projects funded in part by the CHCS—the Health Care Reform Tracking Project (HCRTP)
and with the George Washington University Center for Health Services Research and
Policy (GWU). In addition to support for the CWLA 2000–2001 Management, Contracting,
and Finance Survey and the publication of findings, CHCS also funded the development of
two issue papers. The purpose of the Issue Papers is to distill findings from the CWLA
surveys and from the related activities of the HCRTP and the GWU contracting study into
a technical assistance resource for states and communities as they develop or refine their
child welfare initiatives or Medicaid managed care reforms to better serve children and
families involved with the child welfare system.

Methodology for Capturing Information
on Risk-Based Contracting Options

No single feature is more identifiable with Medicaid managed care reforms or dominant in
child welfare initiatives than new financing and contracting arrangements. Both the CWLA
surveys and the HCRTP activities have examined funding sources and risk-based
financing arrangements that are used in Medicaid reforms and child welfare initiatives.

The following finance and contracting findings draw upon data and analysis contained
in the CWLA 2000–2001 survey report; the activities of the HCRTP, including its most
recent survey report and the Promising Approaches Series; the recently completed GWU
contracting study, and findings of other national studies, particularly a recent report by the
Children’s Rights Organization.

Salient Findings Related to Child Welfare and
Medicaid Managed Care Financing and Contracting Practices

Medicaid managed care reforms and new risk-based child welfare initiatives continue to
present both opportunities and challenges for children’s services.

• One of the more promising findings from the 2000 CWLA survey was the number of
multi-system risk-based initiatives that were based on system of care principles.
Many of these reforms were also reported to the HCRTP, indicating that both child
welfare and mental health agencies view the reform as “theirs.”

• Risk-based contracting arrangements are commonplace in both child welfare and
Medicaid managed care reforms, but with new twists that more directly link payment
schedules or amounts to performance. The 2000 CWLA survey revealed that over
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90% of the child welfare initiatives included changes in contracting practices to
create incentives for performance. There is an increased focus on purchasing results
that relate to child welfare legal mandates.

• Many child welfare initiatives include more than one mechanism to align payment
with desired results but the CWLA surveys have consistently found the most
common risk-based financing model in child welfare is a case rate. Similar to the
child welfare findings, most Medicaid managed care reforms (88%) also use some
type of risk-based financing, with the HCRTP finding that 62% are using capitation
and 26% are using case rates. Performance incentives related to children’s
behavioral health are being used in 27% of Medicaid managed care reforms, with
carve out plans more likely to do so than integrated reforms. Carve outs were also
more likely to use non risk-based financing and case rates.

• In many instances, fiscal goals in both child welfare and managed care reforms are
balanced with goals that stress improved child and family outcomes. When
incentives are included, they are often tied to system performance areas that would
reflect a more child and family friendly service system. In general, child welfare
initiatives appear to have more in common with carve outs than with integrated
managed care reforms in terms of selecting fiscal goals and financing options.

• Child welfare initiatives are far more likely than Medicaid managed care reforms to
introduce mechanisms to limit a contractor’s risk. 85.7% of the child welfare
initiatives include some mechanisms to limit risks. In contrast, the HCRTP found that
only one-fifth of Medicaid managed care reforms reported any risk-adjustment
mechanisms and less than 15% used risk corridors or stop-loss. Less than a third of
reforms use risk adjusted rates for high need populations of children, such as
children in the child welfare system.

• In child welfare contracts, initial rates have often been developed with inadequate
data or risk modeling tools. It appears when rates change under new child welfare
finance arrangements, the change is more likely to result in increased rates for lead
agencies and/or individual providers. This finding is partially consistent with findings
of the HCRTP in which most Medicaid managed care reforms that had changed
rates to MCOs reported that rates had gone up (80%).

• Risk arrangements in child welfare initiatives may change during the contract term or
during re-bids as both public agencies and contractors gain experience. There are
some indications that the level of risk may be reduced when changes are made. This
finding is consistent with the HCRTP finding that some Medicaid managed care
reforms, especially carve outs, are moving away from capitation as they enroll more
populations with serious and complex needs.

• There does not appear to be a one-to-one relationship between fiscal assumptions
and performance. Some child welfare initiatives were not designed explicitly or
intended to save money, but they have, whereas others were intended to be cost
neutral and have in fact cost more. Only 3 states expected the initiative to cost more
than the previous system, but fiscal performance data indicate that 10 initiatives cost
more. In a similar finding, the HCRTP found increases in the total cost of children’s
behavioral health services in about 24% of reforms, decreases in 19% of reforms,
and a constant level of costs in 16% of reforms. A striking finding is that 41% of
respondents reported that they did not know the impact of the Medicaid managed
care reform on the total cost of child behavioral health services.
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• There are also significant differences in the types of agencies that bear risk and in
the way risk-based contracts are structured. In the vast majority of child welfare
initiatives, the public agency has partnered with nonprofit agencies, functioning as
“lead agencies” (similar to managed care organizations in Medicaid reforms). Less
than 10% of the child welfare initiatives share financial risk with for-profit entities.
This is in stark contrast to the HCRTP finding that for-profit entities retain a
significant role in most reforms. The entity least likely to function as an MCO in
Medicaid managed care reforms is a community-based, private, nonprofit agency,
exactly the type of entity that is most likely to play the lead role in child welfare.
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Judith Cook
University of Illinois at Chicago
Department of Psychiatry

Effects of Managed Behavioral Healthcare Arrangements

Study Description
Although Medicaid-funded managed care arrangements are commonly used in the
delivery of mental health and substance abuse services to low-income children and youth,
little is known about the effectiveness of such efforts. This study explored the effects of
managed behavioral healthcare arrangements on Medicaid-funded children with mental
health and substance abuse difficulties. Two major research questions guided the analysis.
First, do children with SED who receive services in MC versus fee-for-service (FFS)
settings differ in regard to their mental health and functional impairment statuses? Second,
does utilization of behavioral health services vary according to whether the child receives
services in a MC versus FFS setting?

Data came from the Substance Abuse and Mental Health Services Administration-
funded Managed Behavioral Health Care in the Public Sector Study. Principal Investigators
(PIs) from five sites (Pennsylvania, New York, Ohio, Oregon, and Tennessee/Mississippi),
a PI from the University of Illinois at Chicago (UIC) data Coordinating Center, and a
consumer representative from the Federation for Families comprised the study’s Steering
Committee (SC). The SC was charged with developing, administering, and overseeing the
analysis of a common protocol (CP) of research instruments. At each site, Medicaid-
eligible children with SED were enrolled in MC or FFS behavioral health plans. Interviews
with the children’s caregivers elicited information about services used by these children in
the six months prior to study enrollment and during the period between enrollment
(baseline) and six-month follow-up, as well as the caregivers’ ratings of the child’s mental
health status at baseline and follow-up. Interviews with children with SED age 11 years
and older elicited information regarding substance use, perceptions of their own mental
health, and their opinions about their behavioral health care plan. Sites varied according to
the specifics of the MC and FFS arrangements at each location, the types of children with
SED that were studied, the nature of caregivers who were interviewed, the ways services
were funded, and the political and social climate at each location.

Major Findings
A major finding of this study is that the child’s enrollment in state- or county-wide MC

programs did not have a major effect on the child’s functioning and psychiatric status.
Study findings suggest that children with SED enrolled in Medicaid-financed MC versus
FFS behavioral health care plans do not differ significantly in levels of functional
impairment or psychiatric symptomatology at the time of follow-up. Instead, it appears that
the child’s initial mental health and functional status at Time 1 had a much stronger effect
on the child’s psychiatric and functional status at follow-up than did any other variable.

Another major finding of this study is that the MC study condition was significantly and
consistently predictive of lower utilization of most services, even controlling for child need,
household, and site variations. In the models predicting children’s mental health service
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utilization, the likelihood of service use at follow-up was greater for children in FFS (versus
MC) plans when the service studied was inpatient/residential treatment, psychiatric
medications, and nontraditional services. These study condition effects were significant
even when controlling for need variables, such as baseline levels of functional impairment,
total mental health symptoms, and use of drugs and alcohol. In addition, study condition
effects were not influenced by controlling for study site, except that the statistical
significance of the lower likelihood of psychiatric medication use diminished slightly. Thus,
study condition was a noteworthy predictor of all but outpatient services utilization, with the
children in the MC condition being less likely to have used most types of services
examined.

An exception to these findings was the likelihood of use of traditional outpatient
services, defined as visiting a mental health professional in a community mental health
center or other office setting. This service was equally likely to be used by children enrolled
in MC and FFS plans, suggesting that this comparatively lower cost service may be more
equitably available to children who need it, regardless of type of behavioral health plan
membership.
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Doreen Cavanaugh
Institute for Health Care Research & Policy
Georgetown University

Massachusetts Adolescent Substance Abuse Treatment
Study: A Component of the SAMHSA—Sponsored 21
Site Study on Managed Behavioral Health Care and
the Public Sector

Methods
Three main research methods:

• Semi-structured interviews

• Focus group

• Document review

Preliminary Findings
• DPH funds adolescent substance abuse prevention and youth intervention

• Acute adolescent substance abuse treatment for low-income youth funded by
MassHealth

• Responsibility for adolescent substance abuse continuing care unclear

Access/barriers to adolescent substance abuse treatment
• Lack of knowledge on how to find substance abuse services

• Inadequate amount of substance abuse services across all levels of care

• Substance abuse treatment program characteristics

• Discrepancies in payment for services

• Difficulties associated with adolescents with multiple problems including adolescents
“stuck” in acute hospital care

Substance Abuse Program Treatment Characteristics
• Too many rigid rules

• Family dynamics

• Culturally and ethnically appropriate services

• Voluntary admissions

Interagency Coordination
• There is no single agency and no single point of entry for adolescents needing

substance abuse services.

• Currently there is confusion about agency roles and responsibilities.

• Existing coordination mechanisms are informal and vary by region.
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Summary of Key Issues
• Quality of adolescent substance abuse treatment

• Definition of adolescent substance abuse treatment

• Research needs

• Clinical aspects of treatment

• Clinical assessments

• Readiness for treatment

• Engaging youth in treatment

• Mandated treatment

• Financing drives the range of services offered

• Extensive network of substance abuse prevention services

• Possible emphasis on primary prevention may be in part due to SAPTBG language

• MCO’s substance abuse treatment benefit dependent on:

• State’s choice of federal Medicaid optional services

• Contracting language

• Continuum of acute services in MA has expanded but still not enough services

• Continuity of care, service availability differs by region

• Many adolescents receive services from more than one agency

• No parallel state agency structure

• Differing perceptions of agency responsibility causes confusion

• DPH in process of reviewing role and responsibility

• DPH relationship with DMA greatly improved

• DPH providers may absorb the stress

Dissemination Ideas
• Identify where fairly large conferences are being held by federal agencies or

divisions that should have this information as use as vehicles for disseminating the
recommendations (e.g., CMS conferences for systems change grants March 2–3 in
Baltimore, managed care organization conferences, Behavioral Health Tomorrow
conference )

• Use strategic mailing lists to disseminate recommendations (e.g., state agencies,
MCOs, BHOs)

• Use technology and long-distance learning strategies (e.g., Georgetown’s telephone
conferences)

• Disseminate to key associations including NASMHPD, NAPCWA, NASADAD, State
Medicaid Directors, American Psychological and Psychiatric Associations, Academy
of Child and Adolescent Psychiatry, AMBHA, National Council of Community
Behavioral Health , Rural Health Roundtable, Home and Community-Based ListServ,
NASW

• Provide brief documents in user-friendly terms

• Disseminate information in public health, social work, business administration and
other graduate schools that have public sector programs
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• When a draft of the consensus conference report is sent to group, include a form to
solicit ideas and contact information for dissemination opportunities

• Disseminate information to Work Group at SAMHSA that is developing
implementation plan for President’s Commission on Mental Health

• Link dissemination activities with NCQA
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Publications of the HCRTP
Publications of the Health Care Reform Tracking Project (HCRTP) are available on-line as
viewable/printable Adobe Acrobat PDF files:

http://www.fmhi.usf.edu/cfs/stateandlocal/hctrking/hctrkprod.htm or
http://pubs.fmhi.usf.edu click Online Publications (By Subject)
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the Research and Training Center for Children's Mental Health, at the Louis de la Parte Florida
Mental Health Institute, University of South Florida, 13301 Bruce B. Downs Boulevard,
Tampa, FL., (813) 974-6271:
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Florida Mental Health Institute, University of South Florida. (FMHI Publication #215)
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Center for Children's Mental Health, Department of Child and Family Studies, Division of State
and Local Support, Louis de la Parte Florida Mental Health Institute, University of South Florida.
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Tracking state health care reforms as they affect children and adolescents with behavioral
health disorders and their families — 2000 State Survey. Tampa, FL: Research and Training
Center for Children's Mental Health, Department of Child and Family Studies, Division of State
and Local Support, Louis de la Parte Florida Mental Health Institute, University of South Florida.
(New FMHI Publication #212-3, formerly FMHI Publication #198)

Pires, S.A., Armstrong, M.I., & Stroul, B.A. (1999). Health care reform tracking project:
Tracking state health care reforms as they affect children and adolescents with behavioral
health disorders and their families — 1997/98 State Survey. Tampa, FL: Research and Training
Center for Children's Mental Health, Department of Child and Family Studies, Division of State
and Local Support, Louis de la Parte Florida Mental Health Institute, University of South Florida.
(New FMHI Publication #212-2, formerly FMHI Publication #175)
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