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The Situation The Situation 
“The American healthcare system is a dysfunctional mess.” (Ezekiel 
Emanuel, MD, Chair of the Department of Bioethics at the Clinical Center of the National Institutes of Health) 

Preventable Deaths* per 100,000 Population
in 2002‐2003  (19 Industrialized Nations,  

Commonwealth Fund)
$2.3 - $5.2 Trillion
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As much as 30% of health care costs (over $700 billion per  year) could be eliminated 
without  reducing quality



Components of the “Big Fix”Components of the Big Fix
Fixing the problem can be described as:

Moving further upstream with prevention 
& early intervention services to prevent 
health conditions from becoming chronichealth conditions from becoming chronic
health conditions

Dramatically improving the management of chronic y p g g
health conditions for the 45% of Americans with one 
or more such conditions whose 
treatment draws down 75% 

Reducing errors and waste in the system

treatment draws down 75% 
of total medical costs

Reducing incentives for high cost, low value, procedure-based care
3



D li  S t  R d i  El h t i  th  RDelivery System Redesign Elephant in the Room

N d  i  h  R  
Current Resource Allocation

• Need to invert the Resource 
Allocation Triangle

• Prevention Activities must be 

Acute Care

Prevention Activities must be 
funded and widely deployed

• Primary Care must become a 
Specialty Care

Prevention,
desirable occupation and

• Decrease Demand in the 
Specialty and Acute Care 

Prevention, 
Primary 

Care

Specialty Care

Acute 
Care

Specialty and Acute Care 
Systems

• These are dramatic shifts that Prevention & 
Primary Care

will not magically take place 
y

Needed Resource Allocation
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How do we “Flip the Triangle”?How do we Flip the Triangle ?

Wh  th  U S  Where the U.S. 
Healthcare System 
is headed is headed 
(at a glance)

Increase Preventive Care Expand the use of 
Evidence-Informed Care

Promote Early Intervention

Improve the

Decrease Overuse and 
Underuse of Services

Improve the 
Coordination of Care Reduce Error Rates
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I t t d H lth S t  Th  H l  G ilIntegrated Health Systems – The Holy Grail

Global Capitation to an Integrated Health SystemGlobal Capitation to an Integrated Health System
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But... Integrated Health Systems represent only 10% of the Delivery System



What about the other 90 percent?What about the other 90 percent?

N  P t New Payment 
Models

New 
Organizational 

7

Organizational 
Structures



V l B d P h i  M di l H
• Fee for Service is headed towards extinction

Value-Based Purchasing – Medical Homes

• Health Care Home models will begin with a 3-layer funding design with the 
goal of the FFS layer shrinking over time
B i  l d ith  t   it ti  ith   f  f  l• Being replaced with case rate or capitation with a pay for performance layer
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V l B d P h i  I ti t C
• Payment for inpatient care will 

Value-Based Purchasing – Inpatient Care
y p

bundle hospital and physician 
services

• Bundled payments that only pay • Bundled payments that only pay 
for part of Potentially Avoidable 
Complications (PACs) will 

li  id  th t h  penalize providers that have 
higher error rates and reward 
those with lower PAC rates

• Bundled payments may 
include all costs in the 30 
days post an inpatient stay  days post an inpatient stay, 
including any return to the 
hospital
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V l B d P h i  Oth  St t iValue-Based Purchasing – Other Strategies

P id
• Pay for Performance funding layer

Provider 
Bonuses & 
Incentives

• Differential Rates for providers that use published 
Practice Guidelines (EBPs) Differential 

Rates

• Capacity-Based Funding to kick start innovations
Capacity-

Based 
Funding

• Funding to community organizations that improve 
health status and bend the cost curve

g

Community 
Incentive 

P lhealth status and bend the cost curve

10
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So How does the MH/SU Delivery System 
Fit into the new Healthcare Ecosystem?Fit into the new Healthcare Ecosystem?



We Can’t Bend the Cost Curve 
without addressing MH/SU Disorders

Washington DSHS | GA-U Clients: Challenges and Opportunities August 2006



We Can’t Bend the Cost Curve 
ith t dd i  MH/SU Di dwithout addressing MH/SU Disorders

California Fee for Service Medi-Cal Analysis - 2007

Medi-Cal FFS 
Total

Medi-Cal FFS 
SMI

Medi-Cal FFS Enrollees 1,580,440 166,786 11% SMI % of Total
M di C l FFS C t $6 186 331 620 $2 395 938 298 39% SMI % f T t l

y

Metric

Medi-Cal FFS Costs $6,186,331,620 $2,395,938,298 39% SMI % of Total
Medi-Cal FFS Cost/Enrollee $3,914 $14,365 3.7 SMI/Non-Ratio

Diabetes 4% 11% 2.8 SMI/Non-Ratio
Ischemic Heart Disease 2% 6% 3.0 SMI/Non-Ratio
Cerebrovascular Disease 1% 3% 3.0 SMI/Non-Ratio
Chronic Respiratory Disease 5% 13% 2.6 SMI/Non-Ratio
Arthritis 2% 7% 3.5 SMI/Non-Ratio
Health Failure 1% 3% 3.0 SMI/Non-Ratio

Inpatient Episodes 100 293 2.9 SMI/Non-Ratio
ER Visits 337 1,167 3.5 SMI/Non-Ratio
Inpatient Acute Days 609 2,094 3.4 SMI/Non-Ratio
Primary CareVisits 128 492 3.8 SMI/Non-RatioPrimary CareVisits 128 492 3.8 SMI/Non Ratio
Specialist Visits 1,211 6,058 5.0 SMI/Non-Ratio

Prepared by JEN Associates, Cambridge, MA
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So How does the MH/SU Delivery
S t  Fit i t  thi  N  E t ?System Fit into this New Ecosystem?

The MH/SU delivery system has two roles to play:
• Integration of CBHOs into Person Centered Healthcare Homes
• High Performing, Recovery and Wellness-Oriented MH/SU Providers
And, in both cases, 
Providers will need 
to learn to operate
within the payment 

Accountable Care Organizations
Bundled Case Rates that 

pay a Percentage of PACs 
and Non-Payment for Never 

Events 

Payment Model to cover 
Prevention, Primary Care 

and Chronic Disease 
Management;  Bonus 

Structure for managing

Linkages to High 
Performing Specialists that 

can support the 
management of Total Health 
Expenditures and minimizewithin the payment 

reform rules
Structure for managing 

Total Health Expenditures

Specialty

Expenditures and minimize 
Defect Rates

Food Mart

Specialty

Clinic

Person 
Centered 

Health 
Care 

Specialty 
Hospitals

Person 
Centered 

Health 
Care 

Homes

Specialty Clinics

Food Mart
Person 

Centered 
Health 
Care 

Specialty 
Hospitals

Clinic

Integrated Delivery Systems

Homes Specialty ClinicsHomes

Hospitals within Hospitals
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“C t i ti ” f M di l H“Customization” of Medical Homes
• Analogy: Generic Hospital Beds and ICU
• Customization of Medical Homes – different models for different needs

– Seniors in nursing homes
– Adults with a SMI
– Inuits in rural Alaska

• Person-centered 
healthcare homes inhealthcare homes in
CBHOs will be one of
many designs used to
b d th  t bend the cost curve

15



Behavioral Health Customization: 
Person Centered Healthcare HomesPerson-Centered Healthcare Homes

Bi-Directional Clinical Design for Adults with Low Clinical Design for Adults with Bi-Directional 
Care:
Behavioral 
H lth i  

g
to Moderate and Youth with Low to 

High BH Risk and Complexity 

g
Moderate to High BH Risk and 

Complexity
Food 
Mart

CBHOFood MartCBHO

Health in 
Primary Care 
and Primary Care 

Clinic with Partnership/

Primary Care 
in Behavioral 
Health

Clinic with 
Behavioral 

Health 
Clinicians 

embedded, 
idi

Partnership/
Linkage with 

Specialty CBHO 
for persons who 
need their care 

t d t

Community Behavioral Healthcare 
Organization with an embedded 

Primary Care Medical Clinic with 
ability to address the full range of 

primary healthcare needs ofHealth providing 
assessment, 

PCP 
consultation, 

care 

stepped up to 
address 

increased risk 
and complexity 
with ability to 

primary healthcare needs of 
persons with moderate to high 

behavioral health risk and 
complexity
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management 
and direct 

service

y
step back to 
Primary Care



The Role of CBHOs as 
W ll  d R  C tWellness and Recovery Centers

• Distinctive Competence and Competitive Advantage for CBHOsp p g
– Ability to provide a true “holding environment” for persons with 

serious MH/SU disorders
That help consumers towards wellness and inclusion in society– That help consumers towards wellness and inclusion in society

– Which are the two components necessary to bend the cost curve

17



Key to Supporting New Service Delivery Key to Supporting New Service Delivery 
and Payment Models: 

Accountable Care Organization



The Status QuoThe Status Quo
• Fee-For-Service, Non-Integrated Model: All the wrong incentives and Fee For Service, Non Integrated Model: All the wrong incentives and 

disincentives

Health Plan

Food MartClinic

Primary 
C

Specialty Clinics

Food MartClinic

Primary 
Care 
Clinic

HospitalsCare 
Clinic

Specialty Clinics

Primary 
Care 
Clinic

Hospitals
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Accountable Care Organizations (ACOs)Accountable Care Organizations (ACOs)
• ACOs dual purpose:

– Organization structure for managing bundled payments for inpatient care 
– Vehicle for small to mid-sized primary care practices that want to become 

Person-Centered Medical Homes

20



ACO   C i  F d l I iti ti
• Congress and CMS: an ACO would have at least one hospital, a minimum of 50 

( ) f 3

ACOs are Coming: Federal Initiatives

physicians (primary care and specialists), commit to be in business for at least 3-5 years, 
and serve at least 5,000 patients

– If the ACO met pre-established quality goals, it would receive an incentive payment
– Penalties would be assessed if care did not meet the quality goals established
– Incentive payments and penalties would be split between the members of the ACO
– The providers in the ACO would follow best practices, be patient-centered and contribute to 

th  d l t f b t li i l ti  t  b ild t d d  f id d b d di i  the development of best clinical practices to build standards of evidenced-based medicine 
• Medicare: Allow providers organized as ACOs that voluntarily meet quality thresholds to 

share in the cost savings they achieve (2012); foundation for bundled payments
M di id D t ti  P j t  • Medicaid Demonstration Projects: 

– Pay bundled payments for episodes of care that include hospitalizations (2010-2016)
– Make global capitated payments to safety net hospital systems (FY2010-2012) 
– Allow pediatric medical providers organized as ACOs to share in cost-savings (2012-2016) 



ACO   C i  St t  I iti ti
• Minnesota: H.F. No. 3709,  as introduced - 86th Legislative Session (2009-2010)   

ACOs are Coming: State Initiatives

Posted on Mar 18, 2010

• Massachusetts: 1115 WAIVER AMENDMENT Submitted: March 1, 2010



Accountable Care Organizations (ACOs)Accountable Care Organizations (ACOs)

• Accountable Care Organization (ACO) ModelAccountable Care Organization (ACO) Model

(Maybe)

23



Who may be ready to become an ACO now?



L l 1 ACO  Th  F d tiLevel 1 ACOs: The Foundation
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F  L l  f ACO  All H lth  i  L lFour Levels of ACOs – All Healthcare is Local
• Four Levels of ACO are being proposed:g p p
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So Tell Me Again... How does the So Tell Me Again... How does the 
MH/SU Delivery System Fit into 
th   H lth  E t ?the new Healthcare Ecosystem?

Accountable Care Organizations
B dl d C R hP M d l Li k Hi h Bundled Case Rates that 

pay a Percentage of PACs 
and Non-Payment for Never 

Events 

Payment Model to cover 
Prevention, Primary Care 

and Chronic Disease 
Management;  Bonus 

Structure for managing 
Total Health Expenditures

Linkages to High 
Performing Specialists that 

can support the 
management of Total Health 
Expenditures and minimize 

Defect Rates

Person 
Centered

Specialty 
Hospitals

Person 
Centered 

Health 

Food Mart

Specialty Clinics

Food Mart
Person 

Centered

Specialty 
Hospitals

Clinic

Clinic

Integrated Delivery Systems

Centered 
Health 
Care 

Homes

Care 
Homes

Specialty Clinics

Centered 
Health 
Care 

Homes

Hospitals within Hospitals



So How does the Behavioral Health
S t  Fit i t  thi  N  E t ?System Fit into this New Ecosystem?

• We’ve learned from 50 
years of effort that if you 
work in the BH Safety Net...

• Focusing inward to create a 
high-performing MH/SU high performing MH/SU 
Provider Organization does 
not always prevent you from 

di   t th  b ttending up at the bottom...

28



M  Wh l   T iMany Wheels are Turning

Uninsured Insured

Dis-Integration Integration

Fee for Service Payment ReformFee for Service Payment Reform

Uncoordinated Providers Accountable Care Orgs

BH Disconnect with HC BH is Part of Health

29



A  St t  MH A th iti  R d ?Are State MH Authorities Ready?

• Begin by assessing how things will unfold in your stateBegin by assessing how things will unfold in your state
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H  D  C O t  Fit ith ACO D l t?How Do Carve-Outs Fit with ACO Development?

Things Things 
get really 
exciting 
when we 
think 
about  about  
MH/SU 
Carve-In 
and and 
Carve-
Out 
models
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A  C t  d R i l BH A th iti  R d ?Are County and Regional BH Authorities Ready?
• The answer depends on the state environment (low > hi change)p ( g )
• If there are ACOs with enrolled Medicaid patients, they will quickly learn that 

they need to provide integrated care for those with MH/SU disorders
If C t /R i l BH A th iti   t i  t  ti  th  • If County/Regional BH Authorities are not responsive to supporting these 
efforts, there will be increasing pressure to push for carve-in

• If County/Regional BH Authorities
cannot demonstrate that they are
supportive of these efforts and are
helping bend the Total HC Cost 
Curve, they will be at Risk

• Authorities can get out in front of this
wave by sponsoring and participating wave by sponsoring and participating 
in ACO Medical Home development 
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H  d  MH/SU P id  P ?How do MH/SU Providers Prepare?

Integrated Healthcare SystemIntegrated Healthcare System
• If you are operating in a state and community where integration efforts 

are under way and the IHS model is being pushed, your choices are:
D  thi  d h• Do nothing and hope
they ignore the SMI/
SED population

Integrated Health Care System

p p
• Become a Preferred

Provider of an IHS
• Create a consortium 

Food Mart

S i lt Cli i

Clinic

Health Plan

• Create a consortium 
of BH Providers and 
contract with the IHS Medical 

Homes
Hospitals

Medical 
Homes

Specialty Clinics

Food Mart

Specialty Clinics

Medical 
Homes

Hospitals

Clinic

as a Provider Network
• Become an Acquisition Target and become part of the IHS’ BH Division

p y
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H  d  MH/SU P id  P ?How do MH/SU Providers Prepare?

Accountable Care OrganizationAccountable Care Organization
• If you are operating in a state and community where integration efforts 

are under way and the ACO model is being pushed, your choices are:
I’  i  t  ki  “d  thi ”• I’m going to skip “do nothing”

• Become a Preferred Provider to 
the ACO

• Become a Member
of the ACO

• Get in on the ground• Get in on the ground
floor and become a 
Founding Member/
Owner of the ACO
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G t d  it’  i  t  HGet ready... it’s going to Happen
Health    Plan

Integrated Health Care System

Medical Homes

Hospitals

Food Mart

Specialty Clinics

Food Mart

Specialty Clinics

Hospitals

ClinicClinic

Medical 
Homes

Hospitals
Medical 
Homes

Food Mart

Specialty Clinics

Food Mart

Specialty Clinics

Medical 
Homes

Hospitals

Clinic

Clinic

Health Plan

• Medicaid, Medicare and Private Health Plans read the same studies I do 
and realize that they cannot bend the cost curve without addressing the 
needs of persons with MH/SU disordersp

• Fee for Service is going away, to be replaced by Value-Based Purchasing 
models that offer risks and rewards to health and behavioral health 
providers and necessitate infrastructure developmentproviders and necessitate infrastructure development

• High Performing, Recovery-Oriented MH/SU Providers can play an 
enormously effective role in helping their healthcare partners
improve health status & bend the curveimprove health status & bend the curve

• Participating at the System Management Level (IHS, ACO) is 
an important survival strategy
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Q&AQ&A

Q ti ?Questions?
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Use  telephone or computer speakers

> Call 888.259.8414 for 
technical supportpp



Webinar Recording & Powerpointg p

Available 48 hours AFTER the live event at 
www.TheNationalCouncil.org

(Click on Resources & Services and then on National 
Council Webinars and Recordings and g
Presentations)

38



N ti l C il M b hiNational Council Membership

• Are you making the most of your National • Are you making the most of your National 
Council membership?
www TheNationalCouncil org/cs/member benefitwww.TheNationalCouncil.org/cs/member_benefit
s
Not yet a member? Join today! • Not yet a member? Join today! 
Email Membership@thenationalcouncil.org or 
call 202 684 3742call 202.684.3742
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Mental Health First Aid Instructor Trainingsg
• Washington, DC June 28-July 2 
• Houston, TX July 12-16

Chi  IL A t 2 6• Chicago, IL August 2-6
• San Francisco, CA September 13-17
• Atlanta  GA September 27 - October 1• Atlanta, GA September 27 - October 1

Apply today or ask about a custom training program 
at your location www MentalHealthFirstAid orgat your location www.MentalHealthFirstAid.org
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National Council JOBank
• Recruit top-notch mental health 

and addictions executive, 
administrative, policy, clinical, 
and direct care staff

• Post resumes and openings, 
browse jobsbrowse jobs



National Council E-Learning
• 400+ courses for CE credits400  courses for CE credits
• Special price for organizations with 

60 or fewer employees60 or fewer employees
• Helping you meet compliance, licensing, 

d i  i tand insurance requirements
Partnership with Essential Learning





• May 5, 12, 19, 26: 
U d t di M t l H lthUnderstanding Mental Health
• May 24: Malcolm Gladwell at 
the National Council Conferencethe National Council Conference,  
FOR MEMBERS ONLY
• May 26: Geoffrey Canada at the• May 26: Geoffrey Canada at the 
National Council Conference,  
FOR MEMBERS ONLY
Register at 
www.TheNationalCouncil.org


