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Introduction

An effective and comprehensive mental health system must rely on many sources of financing.  Many States have made significant use of flexibility in the Medicaid program to support their systems of care.  This has resulted in Medicaid being the largest payer of public mental health services in the country.  Thus it is a key area of focus for this Commission.  Medicaid is a jointly managed federal and State program governed by federal rules and designed within those parameters by each State to meet that State’s needs.  The federal Centers for Medicare and Medicaid Services (CMS) manage the program within the Department of Health and Human Services (DHHS); each State has its own Medicaid agency.  Studies indicate 20 to 25 percent of non-elderly adult mental health service users are funded only by Medicaid and between 7 and 13 percent of Medicaid enrollees are mental health service users.  By 1997 Medicaid spent almost $17 billion or 20 percent of all behavioral health spending and 35 percent of all public expenditures.  Medicaid’s role in funding mental health services has grown in recent years and will continue to grow.

Key Issues

The key issues in Medicaid funding of mental health services can be summarized as follows:

1.
Medicaid is a multi-faceted program that has many opportunities for State-level creativity and flexibility.  However, Medicaid is also very complex, and is often administered outside of the mental health arena at the State level.  Thus, specialized expertise and strong federal encouragement are frequently needed to assure best use of Medicaid to meet State mental health system objectives.

2.
There are many well-known evidence-based practices in the mental health field, but few States have taken full advantage of Medicaid financing opportunities to implement these best practices.

3.
Medicaid by itself cannot meet all the financial and program guidance needs of State and local mental health systems.  Yet Medicaid lacks mechanisms or incentives that foster joint planning, collaboration or coordination of funding and service approaches.

4.
Despite its flexibility, Medicaid as it relates to public mental health services has some inherent limitations and barriers that must be removed in the context of overall Medicaid reform.

The policy options presented in this report are intended to address and correct these issues in the Medicaid program in a variety of ways.  It should be noted that although most of the options focus on federal initiatives, the actual implementation of many of the options depends on State actions.  The options are intended to stimulate federal leadership and guidance, and ultimately result in substantial policy and financing changes.  At the same time, these policy options are designed to provide the States with both the tools and the incentives to use Medicaid to maximum advantage in providing mental health services to youth and adults.
Principles Guiding the Medicaid Policy Options

The President’s Executive Order establishing the New Freedom Commission on Mental Health emphasized five principles intended to guide the formulation of recommendations for mental health system reform: 

1. Reduce the impact of disability on people’s lives;

2. Reduce fragmentation;

3. Maximize utilization of existing resources;

4. Increase the quality of services delivered; and

5. Follow the principles of federalism.

The policy options outlined below are consistent with these broad principles.  In most cases, the options are formulated to address all five principles.  In addition, certain options that may have been consistent with one or more principles but inconsistent with others were eliminated from consideration.  For example, requiring all States to use Medicaid funds for specific evidence-based practices in very specific ways could be recommended, but that would be inconsistent with the principles of federalism.  The policy options are intended to establish a strong leadership role for CMS related to Medicaid performance with regard to mental health services, while at the same time leaving sufficient flexibility at the State level to adapt best practices and financing requirements to local conditions and priorities.

Conceptual Framework for the Policy Options

The Medicaid policy options focus on four major policy goals:

· Access:  Improve Medicaid recipients’ access to needed and desired best practice mental health services.

· Service delivery:  Foster the development and implementation of evidence-based service practices and models at the State level; increase integrated community services while reducing institutional or out-of-home care.

· Service planning and coordination:  Enhance coordination, collaboration, and data driven planning activities between Medicaid and other federal and State funding streams and service program requirements at both the federal and State levels.

· Quality and consumer responsiveness:  Increase the degree to which Medicaid funded services respond to consumer needs and choices; continuously improve the methods for service delivery to priority Medicaid mental health consumers.

Within each of these policy areas there are more specific options for implementation in three categories of action:

· Immediate action:  CMS (in collaboration with SAMHSA and other federal agencies) should immediately implement current New Freedom and related initiatives, begin providing more technical assistance, begin publicizing examples of best and promising practices, and clarify and simplify waiver processes.

· Mid-term changes and demonstrations leading to informed system improvements:  Mid-term changes could occur through the utilization of existing federal processes, such as the National Coverage Determination process.  Demonstration projects should be developed to facilitate moving persons with serious mental illness out of institutions and into the community, and to enhance access to evidence-based service approaches and treatment modalities.  These demonstrations should look at mechanisms of addressing the IMD exclusion including the role of funding ancillary services, use of targeted case management, role of specialty acute hospitals, and presumptive eligibility.

· Overarching system reform:  The financing of the mental health system should be reformed. This can begin with a call for Medicaid and Medicare reform with attention to mental health issues.  The reform should look at similarity of benefits between physical and mental health, coordination of benefits, use of evidence-based practices, outcomes, and accountability.

When the Medicaid Subcommittee completes its work, it will present more detailed policy options for each of these categories of action within each policy goal area.

Summary of Policy Options

The Subcommittee presents broad policy options within each policy goal area. 

Improve Access

1.
Delays and uncertainty related to Medicaid eligibility should be addressed.

2. 
Access to mental health related treatments and supports should be made equivalent to access to primary care.

3. 
Incentives and options for retaining health care coverage should be created and/or utilized.

Enhance Service Delivery

1. 
Public financing should support evidenced-based practices that are necessary and effective for successful community living.

2. 
Medicaid financial incentives and opportunities for the most appropriate community-based care should be increased.

3. 
Financial and regulatory barriers to the efficient and effective delivery of services should be eliminated.

Enhance Service Planning and Coordination
1.
Federal leadership should guide and facilitate improved planning among State agencies that fund and implement services for persons with mental illness.

2. 
The federal government should assure proper data collection and reporting to facilitate and support mental health planning and quality management at all levels of the public mental health system.

Increase Consumer Responsiveness and Continually Improve Quality

1.
The Medicaid program should facilitate the development and implementation of methods to promote consumer choice and control through recovery-oriented service models, including effective consumer-operated and peer services.

2. 
The Medicaid program should foster and facilitate early identification and treatment of youth with potential serious emotional disturbance.

3. 
Integration of primary health and mental health benefits and treatments should be enhanced through the Medicaid program.
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