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Private Sector Managed Care
and Children’s Mental Health

Introduction

The federal Child and Adolescent Service System Program
(CASSP), launched in 1984, has been an important contributor to
the movement to make major changes in the way services are
provided to children with severe emotional disorders and their
families. The principles underlying CASSP call for community-
based systems of care that are comprehensive and emphasize
coordination among child-serving agencies, service delivery in
the least restrictive environment, full involvement of families,
and cultural competence. These principles have been widely
accepted in the worlds of child welfare, child mental health,
juvenile justice and special education. The reform efforts have
led to a movement to restructure these four major child-serving
capacities into a single community-based, family-focused,
culturally competent interagency system of care (Stroul &
Friedman, 1986). This systematic approach has encouraged a
reduction in psychiatric hospitalization and residential treatment
with an accompanying shift toward in-home, community-based
modalities that focus on utilizing family strengths, family
preservation, family support, and wraparound intervention
strategies (Burchard, Burchard, Sewell & VanDenBerg, 1993;
Katz-Leavy, Lourie, Stroul & Zeigler-Dendy, 1992; Stroul, 1993).

Over the last decade the system of care concept and philoso-
phy have become the prevailing public service delivery ideology
for children and adolescents with severe emotional disorders and
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their families. This shift has been true only with
respect to long-term care for children and youth with
the most serious problems and needs, and has been
limited primarily to the public sector. For those
children and families whose care was supported with
private sector dollars in the form of health insurance,
the vast majority of mental health services provided
were still being offered in a traditional mode, with
services limited to inpatient and outpatient modali-
ties, delivered without a systematic approach.
Families were being denied the more family-friendly,
strengths-based, community-based interventions
available in the public sector.

By 1992, several private mental health provider
agencies were describing the development of services
that appeared similar to those used in the public
sector, including homebased, crisis intervention/
stabilization, respite, and other hospital diversion
modalities. The current study was undertaken for
the purpose of demonstrating: (1) the degree to
which this technology diffusion had occurred; and
(2) the degree to which children, adolescents and their
families whose care is supported by private resources
were having their needs met in a systematic way.

Methodology

This study was designed as a descriptive study
of a limited number of sites chosen to represent the
state of the art in private systems of care. The stated
purpose of the study was to: (1) identify systematic
private sector models for delivering mental health
services to children, adolescents, and their families;
(2) describe such system models; (3) define the
elements of those systems that can and should
integrate with public systems; and (4) summarize
the lessons to be learned from the experience of
these systems.

The working definition of a private sector
system of care that emerged is: (1) an array of
services for children and adolescents with emotional
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problems and their families; (2) offered to a popula-
tion whose care is not primarily supported with
public funds; and (3) provided either by an agency
or group of agencies under a managed care contract
with a health maintenance organization (HMO),
preferred provider organization (PPO) or insurance
company plan, or provided by an insurance or
managed care provider company (by itself or
through contracts with several agencies).

Providers of managed care organizations
eligible for selection for the study:

= Must have a continuum of services available to a
population of private mental health clients under
a fee for service or managed care arrangement;
that focus must be either aimed at hospital
diversion and/or minimization of hospital stay
and must have a focus on nonresidential services.

= Must have- or be moving strongly toward — an
array of services that includes most of the follow-
ing capacities available to the entire population
served, including short-term hospitalization, day/
partial hospital, therapeutic foster care, crisis
residential/respite, intensive home-based services,
emergency/crisis response and outpatient services.

= Must be a sufficiently well-developed system of
care to be able to serve as a useful example to the
field and to receive national attention.

= Should have a mechanism for integrating these
services, assuring and promoting matching of
needs with the most appropriate service for the
child and family through the use of care manage-
ment, case management, and/or a teaming
mechanism (this includes linkages to public
systems that offer services needed by the child
and family).

= Should have a mechanism for working on system
issues and for the coordination of services, if the
system includes several cooperating agencies.

= Should have noteworthy accomplishments in
other areas, including capacity for long-term care
for children and adolescents with severe emo-
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tional disorders; linkages to public sector agen-
cies through provision of care under Medicaid or
through purchase of service; special emphasis on
inclusion of families in care management, care of
their children, and family support; or special
emphasis on cultural competence.

The request for nominations was sent to a list of
over 130 key informants. The selection process
yielded only 26 nominations, 3 of which were
generated by one of the investigators.

Five nominees were ultimately found to have met
the study criteria. Two of these were managed care
organizations (U.S. Behavioral Health, Emeryville,
California; Value Behavioral Health, Falls Church,
Virginia), two were private for-profit service providers
(Choate Health Systems, Inc., Boston, Massachusetts;
InterCare Behavioral Health Services, Pittsburgh,
Pennsylvania), and one was a private, nonprofit
service provider (DePelchin Center, Houston, Texas).
Site visit reports were generated from information
gathered during the site visits (two days at each
location), from study questionnaires and through
other materials submitted by the sites.

Major Findings

Despite a nationwide search, only five programs
were identified that met the study criteria. An
assumption can be made that, whatever progress
has been made in adding system approaches to the
private sector, the degree of penetration into the
mainstream has been very low.

No Private System of Care. Regardless of the
degree to which there has been change in private
sector service provision, an impression emerges that
true systems of care do not exist in the private sector.
While many of the system of care principles have been
incorporated-which is a significant achievement
— the MCO and service provider sites in this study
have simply created broader, more flexible and
integrated continuums of care, rather than systems of

care as defined by CASSP (Stroul & Friedman, 1986).
For a system of care to be created-not only must the
service array be expanded- but mechanisms for
access to services, system-level coordination across
agencies, case management and coordination at the
client level, and mechanisms for financing of services
must also be put in place. For the most part, as
represented by the sites in this study, this has not
occurred in the private sector, in which there has
been a particular failure to offer family support
services or to integrate services and funding with that
available through schools, child welfare, and juvenile
justice systems. As such, any private sector advances
in broadening the array of available services pale in
comparison to the potential in a well-functioning,
public system of care. In order to be fair, however, it
should be recognized that most communities do not
have well-developed public systems of care and,
given this reality, the services offered by the study
sites go well beyond those available to many public
clients nationwide.

This study identified factors that suggest that a
truly systematic approach will be difficult, if not
impossible, to create in the private sector. While
every community has the potential to create a model
public system of care, there are basic limitations in
private sector practice that make it difficult to
develop a system of care. The major barrier to system
development is the strict adherence to the medical model
within private mental health services. This approach
includes two important elements. The first is the
concept of medical necessity. Under this precept, health
care is provided under the aegis of “health insurance,”
and, as such, must be directed aimed at the amelio-
ration of a specific disease entity; all other care is
seen as supportive, ancillary, and someone else’s
responsibility. This categorization of services as
either medical or supportive is extremely limiting
within a system of care. It separates rather than
integrates care components. In addition, the emphasis
on medical necessity focuses the treatment planning
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process on the pathological aspects of an
individual’s condition which undermines the use of
the strength-based approach that underlies the
system of care philosophy.

The second problematic factor related to reliance
on the medical model is its focus on acute care. Long-
term, disabling conditions traditionally have been
relegated to a rehabilitation status and, thus,
excluded from medical attention. As a result, most
children and adolescents with severe emotional
disorders have most of their care provided by child
welfare, juvenile justice, and special education
agencies, rather than health or mental health
agencies, supported by public or private health
insurance. The focus on acute care has been fostered
by the private sector health insurance industry,
including managed mental health care, and has
reinforced this separation between mental health
services and the rest of the system of care. Until a
framework is developed that bridges the gap
between the medical model and the concepts of
rehabilitation and support, private sector clients
will continue to be denied access to the system of
care until the point at which they become public
sector clients.

Positive Potential of Managed Care. While
managed care has been a much maligned health
care approach, the service delivery philosophies of
the managed care organizations in this study appear
to be extremely compatible with the system of care
philosophy. Both are concerned with offering
children and adolescents care for their mental health
problems using the most appropriate and least
restrictive alternatives. Both understand that one of
the primary vehicles that makes this possible is the
availability of a full array of services. This has led
to development of homebased and other non-
institutional service modalities for use by both
public and private populations. Although the scope
of that array is seen more narrowly by most MCOs,
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and some services such as therapeutic foster and
group home care and respite are rarely made avail-
able, the recognition of the need for a continuum of
care within the managed care world has brought the
public and private sectors closer together.

Both MCOs and public systems of care rely on
some form of case management to coordinate and
assure access to services. At the managed care sites in
this study, individual clients have their course of
treatment followed by a care manager, who is
responsible for knowing the client’s entire mental
health history, accessing the specific services needed,
and monitoring the effectiveness of a series of
interventions. In systems of care for children and
adolescents with severe emotional disorders and
their families, case management has these same
functions and desired outcome. There are, however,
significant differences between these care coordina-
tion mechanisms. In systems of care, the case
manager’s role also includes team building and the
provision of some direct, ongoing support to the
child and family. In managed care, the care manager
role additionally includes the responsibility for the
authorization of specific service modalities and
amounts of care, as well as for utilization review.

Even the negatively perceived cost containment
emphasis inherent in managed care is not inconsis-
tent with the goals of systems of care. In fact, cost
savings has been one of the most important aspects
of the changes following the introduction of the
system of care concepts into public mental health.
While this cost saving goal has not been as overtly
touted as in the private sector, the perception of
reduced costs following the public sector shift from
institutional to community-based care has kept
system of care development alive.

In both public and private settings, new ways
are being developed to best take advantage of the
dollars available. In this case, the technology
transfer has been primarily from the private to the
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public sector as management strategies utilized by
MCOs are now being more scrupulously applied
by public systems of care. Most prominent among
these are the use of outcome measures to monitor
individual progress as well as system efficiency
and the use of systematic processes to determine
how to focus resources and maximize available
funds (Cross & McDonald, 1995). Both of these
private sector strengths provide important lessons
to the public sector, which has historically done
poorly in the areas of outcome measurement and
resource allocation and management.

The Growing Private Sector Continuum of
Care. The last major finding supports the original
hypothesis of the study: some private agencies are
now offering private sector clients the type of
alternative services seen in the public sector. The
service provider sites in this study were each
providing several non-hospital programmatic
options for those individuals who required a
service more intensive and/or supportive than
outpatient therapy. These included intensive
outpatient treatment, crisis stabilization, crisis
respite, and in-home services. One site even
offered therapeutic foster and group home care.
Although most of these services were delivered
within a traditional categorical program para-
digm, the potential for them to be used
systematically was built into them. In fact, all
three study sites had developed their own man-
aged care products and were taking advantage of
the potential to integrate their service programs.
The ability of providers to offer a continuum of
care that supports the positive potential of man-
aged care is growing, and an increasing number
of MCOs and other insurers are learning to utilize
this capacity.

It is important to re-emphasize that, nationwide,
very few provider organizations have developed the
capacity for a broad continuum of care. For the most

part, mental health clinics nationwide are still
“stuck” in a traditional outpatient therapy mode,
while hospitals are still primarily offering acute
inpatient services. The valuable lesson to be gleaned
from the providers in this study is that, when an
array of innovative services is developed, private
sector insurers will use them. As one provider said,
“If you build them, they will come.” In the past this
adage has held true for hospital beds and it is now
becoming a reality for community-based, family-
centered services.

The Similarity Between Managed Care
and System of Care

An unexpected study finding was the recogni-
tion that the underlying principles of managed care
are similar to and entirely compatible with those of
systems of care for children and adolescents with
serious emotional disorders and their families. Both
sets of principles aim to offer the most appropriate
level of care that an individual needs at any moment
in time. In the system of care this is represented by
the concept of least restrictive environment and in
managed care this is represented through levels of
care guidelines.

In addition, both system of care principles and
managed care principles rely on flexibility in the use
of services and in finding innovative approaches. In
managed care this is manifest in those instances
where managed care contracts allow for an unlim-
ited benefit as incurred by those organizations
found in the study While not as inclusive and
malleable as public sector wraparound services, the
unlimited and well-controlled benefits offered
under some managed care plans are based on the
same understanding: the correct amount of the right
services leads to the most positive result while also
being the most efficient.

For managed care to reach its potential, it must
be funded adequately and utilize care management
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and service provision policies which emphasize full-
service delivery. Similarly, public systems of care
can only reach their potential when the efficiencies
of care management and fiscal responsibility-the
hallmarks of managed care-are utilized.

Critical Practice Issues

When a reasonable managed care product is
adequately supported monetarily, its concepts are
entirely compatible with the principles of public
systems of care. Both managed care organizations
in this study were attempting to approximate the
theoretical potential of managed care. They have
done this by creating an approach that focuses
primarily on service delivery rather than on costs.
First, they created a clinical model of care manage-
ment in which licensed and experienced mental
health professionals are asked to make clinical
judgments within the context of high-level (often
psychiatric) supervision. Secondly, they encour-
aged employers to purchase liberal benefit
packages from them.

Each of these organizations offer an unlimited
mental health benefit that is closely managed. In
doing so, they recognized that the best and most
efficient care is that which can be crafted to meet an
individual’s specific needs and is flexible enough to
be modified as necessary. When controlled by a care
manager who knows the facts and history of the
case and the full range of service alternatives in the
community, this care can be more clinically appro-
priate and, often, less costly

Further, both managed care organizations
acknowledged the need to view child and adoles-
cent services as different than those provided to
adults. This has encouraged the identification of
providers who can offer child-oriented services and
the development of mechanisms to support them.

Finally, the leaders of the programs nominated
for this study formerly worked in the public com-
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munity mental health and child-welfare oriented
arenas. Their approach to services focuses on the
special needs of children and adolescents and an
appreciation for non-institutional, community-based
services. These leaders created a full continuum of
care heavily focused on hospital diversion.

A Balanced View

This study presents a positive view of managed
behavioral health care’s potential to provide system-
atically delivered services; however, it is important
to recognize that the dream of managed care is far
from reality. While there is a potential within
managed care to enhance the delivery of services,
much of current managed care practice focuses on
cost containment and profitmaking.

Unfortunately, child-serving professionals have
rarely had the opportunity to see care managed in a
positive way. Rather, they experience service
restrictions and demands that require them to
practice in a manner contrary to their training. The
increased paperwork that accompanies managed
care, although necessary for the efficiency of the
managed care organization, is burdensome to clinics
and agencies alike.

This is similar to the experience of many family
members with children and adolescents with more
severe mental health problems. They often see
limits rather than better care; rigidity rather than
flexibility in service allocation. When a child’s care
needs become intensive and long term, families are
faced with being denied further services. When
their mental health benefits have been exhausted,
the care for their child is most often shifted to
public sector agencies such as schools, child
welfare and juvenile justice.

Managed care organizations take little responsi-
bility beyond the confines of the individual’s benefit
package. By definition, they can only offer a partial
approach to care-the acute part. While family
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members might initially obtain a systematic, well-
designed intervention, when benefit limitations are
reached, they get nothing. When there is an avenue of
eligibility, their care is shifted to the public sector.
While this is not unlike the rest of the health insurance
industry and many public mental health programs,
it does not live up to the promise of managed care.

The realization of the full potential of managed
care and the integration of the system of care prin-
ciples into the private sector requires the following:

Employers must recognize the value of in-
creased mental health among their employees and
their family members. As long as corporate
America is satisfied buying a cheap and inadequate
mental health service package, there will be no
room for improvement in service delivery. The
process of educating employers could be facilitated
if employees—the consumers of mental health
care—understood the need for and demanded
more appropriate services and a system of care
approach for addressing more severe problems.

Managed care organizations must shift their
philosophical balance from cost containment to
service delivery. The companies in this study
demonstrate that a “service first, cost containment
second” approach is feasible, marketable and
profitable. Most managed care organizations
express this philosophy, but the rhetoric is hollow
when they agree to contracts that do not provide
adequate resources to actualize it.

Related to the balance in service philosophy is
the issue of profit. There are no standards as to the
acceptable degree of profit a health care insurer or
care management company should reasonably
make. While some would argue that it is unconscio-
nable to make any profit on health care, it is
probably more realistic to address the limitation of
profits. Regulation of profits would make reaching
an appropriate balance between cost containment
and service delivery easier to attain.

The full range of service modalities must be
widely accepted. Many employers, managed care
organizations and service providers adhere to an
extremely traditional mental health service model
that focuses on inpatient hospitalization and outpa-
tient therapy, with some partial hospitalization and
short-term residential treatment. This study demon-
strates that a broader continuum of care is not only
within the bounds of good clinical practice, but also
offers better and less expensive services.

An enormous amount of money and other
resources must be invested to create a service
system that can meet the individual needs of the
entire—public and private—child and adolescent
mental health consumers population. To date our
society has been unwilling to make that investment.
Accordingly, we have mis-spent a large percentage
of our current funds on overly-expensive inpatient
services. As this study demonstrates, however,
when we are ready to make the necessary commit-
ments, both the knowledge and the technology are
available to create a system of care that can meet the
individual needs of the whole population.
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Managed Care’s Concept of
Medical Necessity and Effects
on Family Centered Services

Introduction

With few exceptions, states are considering or implementing
some variation of traditional managed care approaches to
providing services to Medicaid beneficiaries. Because of the
extraordinary variation in most aspects of state-level managed
care policy, implementation efforts and services covered also
vary. In Nebraska, during the second year of mental health
managed care, a serious controversy arose surrounding the
concept of “medically necessary” services. Central to this concern
were the multiple definitions of medical necessity— the threshold
at which all services would be approved.

In an attempt to clarify the intent of medical necessity within
behavioral health services, Nebraska officials were prompted by
providers and advocates to change or modify the medical
necessity concept to some other construction; one that, at the
time, appeared more sensitive to ecological considerations to
providing treatment to youth within their families, neighborhoods,
and communities. The new construction chosen was the concept of
biopsychosocial necessity. In essence, “necessary services” were to be
those that met a biopsychosocial necessity, not medical necessity.

In response to the proposed change, the Health Care Financing
Administration voiced serious concerns regarding that change,
and remarkably suggested that “biopsychosocial necessity” be
considered a second threshold for medically necessary services.
This suggestion, if adopted, creates multiple service access gates,
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and complicates the initial medical necessity con-
cept. This summary presents several important
issues related to those problems.

Background

In 1995, the State of Nebraska implemented a
separate mental health managed care carve-out for
Medicaid eligible children and families. Almost
immediately, advocates and providers voiced
serious concern regarding the failure of the State to
clearly define key concepts associated with its
managed care program. As before mentioned, the
multiple definitions of medical necessity were
central to their concern.

The initial application of the concept “medical
necessity” resulted in scores of youth being
discharged from in-patient services and transferred
to various self-contained residential treatment centers
(RTCs). Although this initial transfer of youth
appeared to be the first in a series of clinical decisions
to match the most appropriate level of care to the
needs of each youth, the concept was employed in
such a manner to suggest that if the youth did not
require RTC care, out-patient care was the only
service required or offered. Therefore, the concept
actually governed service provision at either pole of
the service continuum (inpatient/RTC - outpatient)
Alternative services, those typically associated
with community-based approaches (e.g., individu-
alized systems of care or wrap-around, foster-care,
home support; various models of family support
approaches) were, and continue to be, considered
social programs—not services addressing medical
conditions.

In an attempt to prompt the State of Nebraska to
adopt a more comprehensive and contemporary
understanding of behavioral health care, providers
and advocates continued to call for what appeared to
be a more appropriate concept of service necessity—
the concept of biopsychosocial necessity. The State
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responded to the call, proposed the change, and
requested a position from the United States
Department of Health and Human Services-Health
Care Financing Administration (HCFA), regarding
the proposed change.

HCFA’s Response

The Health Care Financing Administration
(HCFA) responded to Nebraska’s request by com-
menting on the intent of the Medicaid program.
HCFA reported in an official memo dated September
26, 1996: (1) The Medicaid program is intended to
provide financial assistance for medical services as
provided for by Federal statute. A client must
currently meet medical necessity criteria to be eligible
for any of the Mental Health or Substance Abuse
Services; (2) Biopsychosocial aspects of patient care
normally includes discussion of the relevance of
social, biological, and familial factors in the develop-
ment and treatment of illness; (3) Inasmuch as this
information may be important in assessing the likely
outcomes of various treatment, these services would
not be medical or remedial in nature or involve
direct patient care; (4) While we acknowledge that
treatment of family members may be beneficial, and
sometimes, even necessary for the treatment of the
recipient, nothing in the Medicaid statute or regula-
tions would allow for services provided to treat
family members of Medicaid recipients. Services
provided must be directed exclusively to the effective
treatment of the recipient; and (5) Services that are
social in nature are covered under the definition of
rehabilitation. Social skills are defined as redevelop-
ment of those skills necessary to enable and
maintain independent living in the community,
including communication and socialization skills
and techniques.

The State of Nebraska, through administrative
law procedures, held public hearings aimed at
implementing the change to include “biopsychosocial
necessity” as an additional threshold to the “medical
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necessity” standard. Biopsychosocial necessity was
defined by a series of eight conjoined criteria of
what service must reflect. Most criteria relate to
behavioral outcomes, treatment requirements, and
similar non-client related conditions. Behavioral health
outcomes were defined as improving adaptive ability,
preventing relapse or decomposition, stabilization in
an emergency situation, or resolving symptoms.

The definition required that all eight conditions
be met before services could begin. The youth must
first present a medically necessary condition at the
EPSDT. If he/she passes that threshold, a second
gate of biopsychosocial necessity must be passed to
get services. At this gate, not only is the youth
evaluated on the relative merits of his/her medi-
cally necessary behavioral health condition, but
treatment procedures will be evaluated for efficacy
and cost. If any of the biopsychosocial conditions
related to treatment or service provision fail to reach
the threshold, the youth fails to meet the criteria. In
other words, the youth may present a medically
necessary condition, but be unable to receive
services based on the failure of the available services
to meet biopsychosocial necessity due to a very poor
prognosis, specific chronic condition, no providers
qualified to provide the service, or inconclusive
outcomes associated with the proposed treatment or
service procedures.

The general treatment outcome literature
associated with child and adolescent mental health
services has not been very favorable or helpful in
providing guidance on matching service type with
problems presented (see Kutash & Rivera, 1996).
Requiring service providers to use only those
services with demonstrated efficacy seriously limits
the pool of services available for each youth. Until
the research literature provides a clearer picture of
what works with whom under certain circum-
stances, the immediate challenge may be to define
the importance of the non-traditional service system

within the concept of medical necessity; researchers
must provide disciplined reasons and research
results aimed at demonstrating the utility of all
types of services for behavioral health within a
broader context.

Historical Use of the Concept
Medically Necessary Services

Medically Necessary Services is a concept bor-
rowed directly from the commercial insurance
industry. Prior to the 1960s, insurance policies
contained no explicit medical necessity limitations
or review mechanisms. Within defined fiscal limits,
insurance companies covered all care ordered by
any physician. Insurers first began questioning the
judgment of hospital facilities for such purposes as
weight reduction or resting up from a fall (Hall &
Anderson, 1992).

In response to these practices, insurers began to
revise their contracts with physicians and hospitals by
inserting explicit requirements of “medical necessity”
to the services offered in the package of benefits.
As originally used, the term “medical necessity”
was not intended to mean life-or-death necessity,
but merely medically appropriate or medically
beneficial. The intent is to exclude coverage for care
that is harmful, or of no benefit, or nonstandard
(Dallis v. Aetna Life, 1983).

By the end of the 1970s, many insurers had
adopted two new contractual revisions in response
to limitations based upon further caselaw. First,
was the specification that medical necessity was to
be determined in the insurer’s judgment, and
second, exclusion of payment for “experimental’” or
“investigation” procedures. A typical provision
excludes coverage for treatment that is “not medi-
cally necessary, i.e., when in the judgment of the
Carrier that medical services did not require the
acute hospital bedpatient (overnight) setting,” and
states that, “the fact that a physician may prescribe,
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order, recommend, or approve a service or supply
does not, of itself, make it medically necessary,”
(Franks v. Louisiana Health Serv. & Indemn. Co.,
382 So. 2d 564, 1066 [La. Ct. App. 1980]).

During the 1980s a number of studies questioned
the appropriateness of many of the procedures
commonly ordered by physicians. Other studies
found wide variations in hospital admission rates
across geographic areas that could not be explained
by demographics, health status, economic status, or
other relevant factors. The general consensus of the
researchers was that much of the variation in medical
practice could only be explained by a discretionary
“medical practice factor.” These studies encouraged
insurers to begin reviewing the appropriateness of
medical procedures more closely and in advance of
treatment (Hall & Anderson, 1992).

Cost containment became a policy objective for
several reasons, none of which more important than
policy makers within state and the federal govern-
ments saw the portion of their budget going for
medical services increase rapidly, constraining their
ability to fund other programs. All of this was
occurring within the backdrop of health services
research findings that suggested a significant
portion of medical care is inappropriate and deliv-
ered in widely varying patterns that could not be
explained by variations in health status or other
factors (Pepper Report, 1990). While there have been
attempts to control new technology, the growing
consensus at that time was that more rigorous
assessments of the actual health outcomes of
treatment modalities will be an effective mechanism
for eliminating unnecessary or inappropriate
medical procedures and expenditures.
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The Role of the Benefit Manager

The premiere question regarding this role for
the insurer is simply stated: Can insurers be
trusted to make decisions in their subscribers’ best
interest? In the case of public services, who is the
customer? The concern over financial self-interest
is apparent in models where the benefit manager
provides their own in-house medical necessity
determinations. The concern over insurers’ finan-
cial incentives becomes more forceful under
arrangements where the benefit manager bears the
financial risk. Many public plans are designed to
share the public risk with private parties.

Strategies to Refine the
Meaning of Medically
Necessary Services

Lee Newcomer has outlined three contractual
mechanisms for coping with the problems presented
by the use of the concept medically necessary
services in the private sector. First, list out the
specific exclusions for all services that are deemed to
be unsafe, unnecessary, or uninsurable (Newcomer,
1990). Although this technique has proven trouble-
some in commercial physical medicine, it may have
some utility in the public sector mental health
system. Secondly, specify the criteria that will be
used to assess medical necessity or experimental
status of a procedure or treatment process. It should
be noted that the Pepper Commission estimated that
only 10-20% of medical procedures have been
subjected to clinical trials (1990). The same standard
should apply to mental health care. A third strategy
could be to incorporate, by reference, the medical
technology assessment decisions made by specified
organizations (Kalb, 1989). It would be a simple
matter for a contract to read that it will not cover a
procedure that is determined by any of these
organizations to be unsafe, unproven, ineffective,
or outmoded.



Medical Necessity and Family Services

One possible prototype coverage process is
offered by Mark Hall (1992) and suggests that the
parties to the contract agree to the following:

1. Particular treatments the parties know in
advance they do not wish to cover;

2. Standards to determine under what circum-
stances unspecified treatments are covered

3. Anentity to apply these standards in making
prospective assessments of medical treatments.
These assessments would be general rulings
that apply to all patients;

4. The same or a different entity to make case-
specific applications to particular patients of the
specified exclusions in treatments (1 above); the
standards used to determine the circumstances
unspecified treatments are covered (2 above); and
the general rules of medical treatments (3 above);

5. Criteria for determining when sufficient addi-
tional information requires the entity to
reconsider its general (3) or specific (4) rulings;

6. The processes to be used in (3), (4) and (5), and
an agreement that the determinations these
processes produce are within the sole discretion
of the specified entities and are binding on all
parties; and

7. An agreement that the role of the courts is
limited to assuring that the processes actually
followed are a reasonable interpretation of what
the contract specifies, and an agreement that the
primary remedy for any defect in process is to
have the case properly reconsidered using the
correct procedures, not for the court to decide
the issue itself.

According to Hall, the most critical question
continues to be who should conduct the assessment
process, i.e., the entity to apply [these] standards in
making prospective assessments of medical treat-
ments, where the assessments would be general
rulings that apply to all patients.

Public Mental Health/
Behavioral Health Care

Lourie, Howe, & Roebuck (1996) have argued
that the strict adherence to a medical model within
the private mental health system has been a barrier
to system of care development. More specifically,
these authors suggest that the concept of medical
necessity within traditional “health insurance”
models promotes an underlying approach to care
which has, at its focus, the direct amelioration of a
specific disease entity, where all other care is seen
as supportive, or the responsibility of someone
else. Among other claims is the assertion that the
emphasis on medical necessity focuses the treatment
planning process on the pathological aspects of an
individual’s condition which undermines the use of
the strength-based approach that underlies the system
of care philosophy (Lourie, Howe, Roebuck, 1996).

According to the Bazelon Center for Mental
Health Law (1996), the principle objective of the
concept of medical necessity should be to ensure
that the intervention [used] is focused on the
impairment and that the individual will benefit
from the intervention. Furthermore, they suggest
that: “Any managed care plan operating under an
agreement with the state to deliver covered services
to covered individuals whenever those services are
necessary, must devise mechanisms to decide what
services it will provide to whom and under what
circumstances. Otherwise, the plan will have no
control over expenditures and cannot operate
effectively.”

Clearly, the mechanisms offered by Hall provide
a reasonable place to begin discussions. The concept
of medical necessity is recognized as a key element in
public sector managed behavioral health care, one
that is central to both the contracting process and
service provision process. However, the concept is
not being understood or applied consistently in the
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public sector. Both providers and consumers appear
to be confused by the multiple possible uses.
Government officials responsible for contract
language would be well advised to fully evaluate the
historical use of concepts borrowed from industries
they wish to copy.

One commonly held belief about what consti-
tutes necessary care is the promise of various levels of
treatment being called upon to treat different circum-
stances of the individual. For children, the federal
rules regarding the medical necessity standard
require states to furnish: “necessary health care,
diagnostic services, treatment and other measures
(authorized under law) to correct or ameliorate
defects and physical and mental illnesses and
conditions... whether or not such services are
covered under the State plan.” An adequate response
to this requirement calls for all interested persons to
know the treatment or outcome literature in order to
make informed decisions. We have seen that the
treatment literature is of little help in this area.

Medical necessity, regardless of how difficult
to define or operationalize, has been subjected to
numerous revisions and clarifications. It is clear
that the majority of the revisions were a direct
result of a specific legal question and challenge.
These challenges have lead to a medical necessity
concept and application that appears to be more
socially negotiated, and less prone to be defined by
medical evidence. It is very unlikely that the same
challenges to medical necessity will occur in the
public sector. Therefore, the need to quickly
simulate processes aimed at determining the scope
and breadth of services provided becomes as
important to public sector services as it is with
private commercial plans.
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Symposium:

West Virginia: New Directions
in Medicaid Reimbursed
Behavioral Health Services

Introduction

New Directions in Medicaid Reimbursed Behavioral Health
Services includes a series of changes and strategies that are part
of a larger system initiative: New Directions in the West Virginia
Behavioral Health System. The more comprehensive initiative has
four goals: 1) to improve the quality of behavioral health
services for children and adults; 2) to ensure that consumers
receive the services they need, when needed, and the amount
needed; 3) to establish a rational system of cost containment;
and 4) to integrate various funding streams so that they support
a coherent system of behavioral health services.

In West Virginia, as in many other states, there has been an
increasingly large gap between the number of persons with
identified behavioral health needs and the resources that are
available to fund these services. In recent years West Virginia
has narrowed this gap by turning to Medicaid as a major source
for funding. This has had a dramatic impact on the state’s
ability to serve more people and expand the service base. The
shift in funding source, however, has been associated with two
major problems.

The first problem is that the tremendous growth in behavioral
health services has been a contributing factor to a large deficit in
the Medicaid program. The second problem relates to the use
of state dollars to provide the state match for the Medicaid
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program; these dollars were previously targeted
for other services. Since 1992 there have been
various attempts to address these problems.

The first effort related to cutting rates for specific
services (short-term strategy) and the development
of a managed care program (long-term strategy).

In 1993, the state did a functional analysis of
managed care to determine how best to prepare the
behavioral health system for its implementation.
It was determined that outcome and satisfaction
measures, practice guidelines, and an increased data
analysis capacity needed to be developed. In 1994
it was decided that revision of the manuals for
Medicaid, case management, clinic and rehabilitation
would assist in preparing for managed care while
controlling costs in a more appropriate way than
simple rate reductions. In 1995, outlier analysis was
implemented, and teams were established to
develop a universal grievance process and identify
performance indicators. In 1995 the state was also
informed that a 1115 waiver would not be
approved and there were serious issues related to
the approval of a 1915(b) waiver. Based on these
problems, the state decided to abandon seeking a
waiver and determined that the efforts that had
been made to prepare the behavioral health system
for managed care would serve as a good frame-
work for the actual managed care program. It was
clear that the efforts would have to be integrated.
The revisions in the case management, clinic and
rehabilitation manuals were identified as the most
appropriate means to integrate these efforts.

Revision of the case management manual was
completed in October of 1995. This publication more
clearly defined medical necessity to include both
diagnosis and functional impairment. Similarly, the
revisions to the clinic and rehabilitation manuals,
which are the focus of this summary, provide the
basis for improving the method for determining
medical necessity, as well as improving manage-
ment of services by reducing over utilization.
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The New Directions initiative described by this
summary will have an impact on behavioral health
services funded by Medicaid in West Virginia. It
will also have an impact on services funded
through state general funds and federal grants
from the Department’s Office of Behavioral Health
Services and Office of Social Services. A two phase
plan has been implemented which outlines key
events and time lines in the areas of service provi-
sion, data collection and analysis, feedback and
technical assistance, and management and funding
stream integration.

Development of the
New Directions Initiative

The New Directions initiative was developed
through a process in which key stakeholders met
and evaluated the strengths and weaknesses of the
current Medicaid system and endeavored to
integrate the efforts of various groups that had met
to develop strategies to implement managed care.
Several drafts of the Behavioral Health Clinic and
Rehabilitation Manuals were developed and
general comment was solicited. Current system
data were used to identify areas of over-utilization,
and changes in medical necessity determination
process were based on information from the Best
Practices and Outcome groups that had been
developed for various disability populations.

Redefining medical necessity. Medical necessity
must exist in order to determine when treatment/
services are eligible for reimbursement under
Medicaid or other payment sources. For purposes
of determining medical necessity for Medicaid
recipients accessing services through the West
Virginia Behavioral Health Clinic Services Option or
the West Virginia Behavioral Health Rehabilitation
Services Option, determinations are based on the
evaluation of four critical factors: (a) diagnosis,

(b) functional impairment, (c) clinical stability, and
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(d) level of support. Service access, therefore, is based
both on diagnosis and evaluation of functioning.

By utilizing these four critical factors to deter-
mine medical necessity, a more comprehensive
system of evaluating “level of care — level of need”
can be developed. A standardized group of required
measures of functioning can be instituted to
standardize evaluation, and to support delivery of
the most appropriate treatment service. These
revisions to the definition of medical necessity also
promote a more comprehensive approach to intake
and crisis services, which are keystones of a quality
service system.

Previously, any Medicaid recipient with a
DSM-1V diagnosis or a deferred diagnosis could
receive Behavioral Health Clinic or Rehabilitation
Service regardless of their level of need. Under the
current system, Medicaid consumers with a
targeted diagnosis and functional impairment receive
services based on the assessment of their need. The
previous use of diagnosis as the sole criterion for
determining medical necessity presumed that there
is a close relationship between diagnosis and
treatment services, or between treatment services
and outcomes. There is little research to demonstrate
a close relationship between these variables. The use
of diagnosis as the major criterion to drive care
frequently resulted in provider belief systems and
financial considerations shaping care for individu-
als. Diagnoses of mental disorders, substance abuse
disorders, and developmental disabilities generally
lack specificity, and categories of diagnosis have a
high degree of symptom overlap. Knowing the
diagnosis for a client may be useful in setting general,
long-term treatment goals, but provides little infor-
mation about the level of care needed or the specific
course of treatment necessary for an individual.

Data collection informs service system planning.
In addition to improving the process for determining
medical necessity, the goals of the New Directions

initiative address providing standardized assess-
ment across agencies to improve the quality and
comparability of data. An improved system for
determining medical necessity also serves as the
foundation for establishing a database to be used for
gathering data on consumer, cost and system
outcomes. Data will be used by consensus panels to
standardize the process for matching consumer
need to service provision. This holistic problem
solving approach preserves access to services for the
most needy individuals while reducing over
utilization, and provides a reasonable alternative to
cost cutting measures that target specific codes and
impact all providers and consumers regardless of
need for the service.

Implementation of the
New Directions Initiative

The implementation of the New Directions
project carried several challenges for the revision
team. Past teams simply relied on the policy and
administrative entities of the Bureau of Medical
Services to set an implementation date and send
out the changes to the manuals. Since the New
Directions project made significant changes, not
just to the manuals, but to all facets of service
delivery, the first challenge was to develop a
mechanism to ensure governmental and provider
network support for the project. Without the full
backing of the government agencies, implementation
of the revised definition for medical necessity
would inevitably fail. Similarly, the revision
committee felt that the provider community could
create challenges to implementation if they were not
fully informed of the potential for negative impact
inherent in a “straight rate cut” strategy. To create
buy-in, the Medicaid Revision Task Team developed
an implementation strategy that would minimize
conflicts and provide stakeholders with ways to
improve service delivery while implementing the

A System of Care for Children's Mental Health: Expanding the Research Base ¢ 63



Snyder, Carte, Bianconi, Terry, Galbreath & Toothman

required Medicaid changes. Subcommittees were
established to develop plans in two basic areas:
(a) implementation procedures and timelines; and
(b) training.

The first subcommittee met to establish a time
line of implementation and to put in writing the
rationale, potential system impact, and final assess-
ment protocols. This subcommittee addressed
various aspects of system change both within the
provider network and within governmental
agencies, including issues related to data collection,
circulation of draft reviews and comments, assess-
ment protocols, and outcome measurement. In this
context, the existing capabilities of the system
needed to be fully surveyed so that necessary
components such as data management could be
developed or bought to ensure the success of the
project. The subcommittee worked closely with a
variety of stakeholders and participated in multiple
meetings with them to ensure that the time lines
were adjusted and changed based on the concerns
that were discussed. The committee further
planned for stages of implementation so as to not
overwhelm the various providers with too much
change at one time. It also was important for each
concern or change in the time line be sent in
writing to avoid inconsistencies. Each stakeholder,
from the largest to the smallest provider, was given
full documentation of all questions, concerns,
comments and responses by the revision team in
order to minimize communication problems.

The second subcommittee dealt with training
aspects that would support implementation of the
project. This subcommittee focused on training
details, including recruiting trainers, time lines,
placement within the state, target population, and
necessary materials. Since the project included the
use of a specific protocol for evaluation, the
subcommittee needed to prepare a variety of
techniques for training a range of providers, from
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the most technologically and clinically advanced,
to those in settings without computer support and
only part-time clinical staff. They also focused on a
plan to train and educate consumers of service who
were being impacted by the change. Special care
was taken to have the committee fully balanced
with consumers, providers and state agency staff
so that all areas would be fully represented and
bring forward their unique perspectives.

System Integration

The New Directions initiative impacts the
system of care for children and families at two
levels. The first relates to the challenge of integrat-
ing the change into the overall system of care and
the second is at the individual provider and
consumer level.

Systems integration. The primary challenge
was to integrate the New Directions changes into
the balanced system of care plan adopted by the
Department of Health and Human Resources. The
balanced system of care plan was developed to
ensure the delivery of therapeutically sound family
focused and cost effective services for children and
youth with emotional or behavioral disabilities.
Regional Summits have surveyed existing resources
and shaped the system of care to approximate the
level of need for all types of services. Services in the
array that can be funded by Medicaid have been
identified, as have the children and youth eligible
for these services. Additionally, special attention
was given in the New Directions plan to children
and youth involved with Child Protective Services
(i.e., children and youth in custody and those
children identified as at risk for out of home
placement).

The initiative also meshes with the behavioral
health care reform activities that have focused on
(a) developing a more accountable system of care;
(b) developing objective measures to determine
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functional needs; (c) developing objective mea-
sures of outcome and consumer satisfaction; and
(d) the identification of services which produce
desired outcomes of rehabilitation and recovery
(best practices). The New Directions focus on
standardizing data collection provides information
to all segments of the system to further the develop-
ment and identification of needed services and the
delivery of only necessary services (best practices).
Standardized data collection reinforces the legiti-
mate billing processes and improves utilization
management by making data available for prior
authorization and retrospective review. Improved
data collection aids in evaluating consumer satisfac-
tion by increasing comparability and access to
services statewide.

Support for providers and consumers. On the
provider and consumer level the current changes
help to sustain and improve efforts already under-
way. Many agencies have already begun to
implement utilization management processes and
evaluation of outcomes. The data collected can be
integrated into existing processes to enhance current
efforts. For providers not engaged in these pro-
cesses, the data collection procedures can establish a
foundation for implementing managed care prin-
ciples which will support efficient operation.

The introduction of functional measures is a
first step in standardizing the intake process.
Standardization also provides latitude to add
missing components for those providers who have
an already defined intake process. It should be seen
as a method of transforming the subjective infor-
mation currently collected into objective data. All
providers need to evaluate the information they are
collecting at intake and streamline the process as
much as possible both for the benefit of the clini-
cian and the consumer. The information chosen for
collection and the critical factors for determining
medical necessity are compatible with intake

requirements for Medicaid review, Behavioral
Health Licensure, JCAHO, and other accrediting
bodies and private insurers. For providers who do
not currently have a standardized intake process,
this offers an opportunity to implement a core set
of evaluations for effective care management.

The impact on consumers will be monitored
through the collection of consumer satisfaction data.
A satisfaction survey has been designed by the
Mountain State Parents Child and Adolescent
Network which evaluates access and satisfaction
with services. Consumers have also been involved
in the identification of performance measures that
indicate a quality service system and have been
involved in the development of the grievance
process in the New Directions system.
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Medicaid Capitation in Colorado:
Impact on Youth Discharged from
State Hospitals

Introduction

The mental health system in Colorado is moving rapidly
toward a capitated, managed care model of providing services to
people eligible for Medicaid-funded mental health services (see
timeline in Figure 1). In August and September of 1995, capitated
systems were implemented in about 69% of the state.

After the implementation of capitation, community mental
health providers who had previously relied heavily on the two
Colorado Mental Health Institutes (CMHIs) for treating youth
with severe emotional disturbances began to make extensive use
of community alternatives to these inpatient placements. Treating
youths in the community has long been a desirable system goal.
However, the fiscal incentives inherent in managed care to avoid
expensive inpatient treatments raised concerns that some youths
would be discharged prematurely to community placements that
would not be able to provide an adequate level of care. Thus, this
investigation was undertaken to understand the impact of a
capitated system of care on Medicaid-eligible children and
adolescents who have serious emotional disturbances. Because of
the concern over the appropriateness of alternative placements,
the most important outcome variable of the study was the fit
between the needs of the youth and the services provided to them.
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organizations were reviewed. Telephone interviews were con-
ducted with parents, clinicians and, occasionally, child welfare
and youth corrections case managers.

Figure 1
Implementation Timeline for Medicaid Capitation in Colorado Results

Clinical Characteristics

Oct Oct Oct Oct Oct Oct e

92 93 94 95 96 97 The pre-capitation cohort showed
significant increases during their hospi-

Feasibility ] talizations in all nine domains of

Study 10/92 functioning measured by the Colorado

Client Assessment Record (Ellis,
Wackwitz, & Foster, 1991). The early
capitation group improved in five. Yet

despite this small variation in improve-

Impl t i i
ment, the two cohorts did not differ

significantly on any of the nine domains
at the time of discharge, nor did they

Discharge Study

8/95 - 2/96 )
differ on the average number of days
Study they spent in the hospital (86)".
Report 11/96 ysp P ( )
Report to
Legislature 1 Recall that the early capitation cohort consists
1/97 of young people who were discharged during

a period starting on the first day of the

Statewide capitation pilot and continuing for two
1/98 months. Consequently, most of the youths in
the early capitation cohort were actually

admitted to the institutes prior to capitation.
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Discharge Process

The majority of parents (or guardians), prior to
and after the implementation of capitation, said that
they were included in the decision to discharge and
that they were satisfied with their level of involve-
ment. However, more early capitation parents
thought that their children were ready for dis-
charge than did parents in the pre-capitation

subsample (72% versus 56%).

Goodness of Fit

Parents (or guardians) and
clinicians were asked if the post-
discharge placements and services the
child experienced either fit, partially fit
or did not fit their child’s needs. They
made this determination for the setting
where the child was placed immedi-
ately after leaving the hospital and for
the setting where the child was four
months later.

Their responses indicate that the
settings where youth were placed
immediately upon discharge did not
meet their needs in a large proportion
of the cases (see Figure 3). This was
true for youths in both the pre-
capitation and early capitation
subsamples. Only approximately 40%
of parents in each year thought their
child was discharged to a setting
where his or her needs were met.

More complicated results were
found concerning the goodness of fit
of the placement and services the
youth were receiving four months
after discharge. Clinicians thought
that even fewer youth were in place-
ments that fit their needs four months
after discharge than had been the case

Medicaid Capitation in Colorado

immediately upon their release from the Institutes.
This decrease in fit between the time of discharge
and 4-months later occurred in both years under
investigation. However, clinicians rated more 4-
month placements as a good fit after capitation
(50%) than they did before capitation (36%).

Parents provide a very different picture of the
4-month placement. Parents thought that more

Figure 2
Study Design
1994 1995
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Studied demographic and clinical characteristics
|
n=59 ! n=68
|
__Discharged during sametwo Discharged during first two _ _
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Figure 3
Percent of Informants Rating Initial and 4-month Post Discharge
Placement as a Good Fit for Youth Needs
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children were in placements that fit their needs four
months after discharge than had been the case
immediately upon their release from the Institutes.
The increase in the number of well-fitting placements
was evident both prior to and after capitation, but
the increase was dramatic in the post-capitation
year. Only 39% of post-capitation parents thought
their child’s initial placement was a good fit, but
78% thought that the four-month placement fit their
child needs.

Characteristics of Service-Need ‘Fit’

Parents and clinicians were asked to explain
their assessment of the goodness of fit between their
child’s needs and his or her post-discharge place-
ment. Both groups of respondents in both years
expressed the same themes when explaining their
ratings of fit. The themes depended upon whether
they felt the placement fit or did not fit the needs of
the youth. A fit occurred when the placement:

= was based on an assessment of the child’s needs;

= provided a level of care compatible with those
needs;

= facilitated a successful transition or step-down
from the previous placement;

< involved the family;

= had a level of intensity and structure to meet the
child’s needs; and

= was geographically located in a way that made it
accessible.

Conversely, a placement did not fit when:
= the youth needed more restrictive placements;

= wraparound services (services fully integrated to
meet the youth’s needs) were lacking;

= child and family support services were lacking; and

= the clinician/case manager was unprepared to
meet the needs of the child.
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Number of Placements

More early capitation children had at least three
placements during the four month period following
their discharge than did pre-capitation children
(42% versus 26%). Likewise, fewer early capitation
children remained in a single setting for this period
(38% versus 58%).

Restrictiveness of Placements

The placements that the youth experienced after
their discharge were rated for restrictiveness using
the Restrictiveness of Living Environment Scales
(Hawkins, Almeida, Fabry & Reitz, 1992). The ratings
showed that the level of restrictiveness of the
placements did not differ significantly between the
pre-capitation and the post-capitation groups,
neither at discharge nor at four months.

However, the restrictiveness pattern of place-
ments did differ between the subsamples. Prior to
capitation, the initial discharge placements were
more restrictive than the four-month placements.
After the implementation of capitation, the pattern
was in the opposite direction; the four-month
placements tended to be more restrictive than the
initial placement.

Rehospitalization

Twenty percent of the pre-capitation subsample
was rehospitalized during the four month period
following their discharge. Thirty-three percent of the
early capitation group was rehospitalized during
the comparable period the following year. Given the
small sample size, this difference was not statisti-
cally significant. Further analysis of the subgroup
who was rehospitalized revealed an association
between lack of fit at the initial discharge placement
and subsequent rehospitalization. That is, youths
who were rehospitalized during the four month
study period were more likely to have been in an
initial community placement that did not fit their
needs than were youth who were not rehospitalized.
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Discussion

Youth who were discharged during early
capitation improved in fewer areas of functioning
while hospitalized compared to youth discharged in
the previous year. This raises the question of
whether the youth were discharged prematurely
because of capitation pressures. For three reasons,
this does not seem to be the case. First, the overall
level of functioning of the early capitation cohort
was quite similar to that of the youth discharged the
previous year. Second, the average length of stay in
the hospital was the same for the two groups. Finally,
parents were more likely to say their children were
ready for discharge after the start of the capitation
pilot than before.

Rather than premature discharge, the disturbing
issue raised by the results is the inadequacy of
community placements for children and adolescents
when they are ready to leave an inpatient setting.
Although parents felt the youth were ready for
discharge, parents and clinicians in both years were
dissatisfied with the fit of their child’s initial discharge
placement in a substantial portion of the cases. Four
months later, a majority of the youth in the early
capitation group were in a placement that fit their
needs according to parents, but according to the
clinicians the situation had not improved.

The fit of the child’s placement at four months
may have been better than it was at discharge
because the child was moved from his or her initial
placement to a more suitable setting some time
during the four months. Frequent changes in
placement were, in fact, especially common among
the early capitation youths. The changes do not
appear to be the result of an orderly, step-down
progression to the least restrictive setting. To the
contrary, early capitation youth tended to move to
settings that were more restrictive than their initial
discharge placement. A third of them were eventually
transferred to one of the most restrictive settings, a

private or public psychiatric hospital. These children
who were rehospitalized were particularly likely to
have been placed in an initial setting that did not
meet their needs. Thus, the frequent moves noted
among the early capitation subsample may have been
caused by a poor match between the child’s needs
and the service capacities of earlier placements.

One of the explicit goals of the study was to assess
the relative performance of the capitated system on
services to the moderately impaired population of
youth represented by the children and adolescents
who were discharged from the state institutes. Com-
pared to the traditional fee-for-service organization of
Medicaid reimbursement, the capitation pilot pro-
duced mixed success. Neither the pre- nor early
capitation systems did well at placing children in
suitable settings at the time of discharge. The capitated
system may have been more successful at providing
services that fit the needs of children four months after
discharge. On the other hand, the capitated system
resulted in children being moved more often. A clearer
picture of the impact of capitation on services for
children may emerge from a replication of this study
which will be completed in the autumn of 1997.
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West Virginia Partnerships for
Care: Managing Inpatient Care
for Indigent Youth

Introduction

The Partnerships for Care Project is a statewide network of
crisis services for youth referred to the Office of Behavioral
Health Services for possible payment assistance for inpatient
psychiatric or alternative services. The project was developed as
a collaborative effort between the Office of Behavioral Health
Services and the Comprehensive Behavioral Health Centers to
coordinate the screening and approval of inpatient services for
indigent children and adolescents at a regional/local level.

Development of the project was derived from the system of
care value that psychiatric hospitalization for children and youth
should be utilized only when all other appropriate alternatives
have been exhausted. Studies have indicated that some children
with serious emotional disturbances or substance abuse prob-
lems end up in more restrictive, costly inpatient care because
appropriate screening and community based alternatives are not
available. And, if a child appropriately receives needed inpatient
care, the length of stay is sometimes extended due to inadequate
assessment and review (Friedman & Kutash, 1992). West
Virginia’s utilization of inpatient psychiatric care for children
and youth was consistent with these trends. Review of inpatient
psychiatric care led to the identification of specific issues which
served as the basis for development of the project’s goals.
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Primary goals for the project were:

1. monitoring admissions and length of stay at the
regional level;

2. reducing overall length of stay for appropriate
admissions;

3. providing a fiscal incentive to decrease inpatient
utilization and provide alternative care when
possible and;

4. utilizing cost savings from the project to im-
prove regional crisis services for children.

The Office of Behavioral Health Services,
Division of Children’s Mental Health Services, had
been monitoring inpatient hospitalizations that
utilized state funds and had instituted a process for
approval of inpatient care. This was a case manage-
ment oriented process that utilized clinical
judgment and recommendations from practitioners,
but did not utilize a formal evaluation process for
determining eligibility. Partnerships for Care
refined that process and moved approval away
from the state level to a regional/local level. The
project instituted a process whereby dollars could
be used to fund alternatives to inpatient services
and utilized regional savings to fill gaps in crisis
services. This alternative was designed to allow the
community mental health centers to develop a crisis
system that was more effective and clinically
responsible, and that would emphasize the primary
use of community-based treatment resources
whenever possible. Finally, it was intended that
Partnerships for Care would slow the increasing
costs of inpatient care, while ensuring appropriate
inpatient care for children in need.

Although inpatient care is recognized as an
important part of the array of services for children
and youth, project staff worked on the assumption
that it should only be used when other services are
not appropriate to meet the needs of the child. This
project provided a method for evaluating the
necessity of inpatient care and the availability of
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appropriate alternatives. Additionally, when a child
was hospitalized, the process ensured that discharge
planning occurred to facilitate return to the commu-
nity and linkage to necessary aftercare services.
Authorization for long term residential care was not
an option under this project. If a child required long
term residential or inpatient services, referral was
facilitated by the Regional Network Representative
and alternative funding sources were utilized.

Methods
Screening Protocols

The project utilized six Regional Networks, with
identified lead agencies that provided authorization
for inpatient funds. The six Regional Network
Representatives reviewed and approved referrals
from local liaisons. Any child referred to the Regional
Network for authorization of inpatient care was
screened utilizing the established protocol. The
screening included basic client demographic informa-
tion, mental status examination, screening for
suicidality using an approved scale and evaluation of
available resources and alternatives to inpatient
care. This protocol was intended to assist the
inpatient facility and assigned case manager to
ensure that major needs areas were addressed
during the admission and in the development of the
discharge plan. It also assures that least restrictive
alternatives to hospitalization were evaluated for
appropriateness prior to hospital admission.

The screening criteria for inpatient admission
approval followed several criteria related to the target
population and the civil commitment codes within the
state of West Virginia. The child must meet the target
definition for SED and be ineligible for Medicaid, SSI
or private insurance benefits. The child must meet the
minimum standard under the civil commitment code
for involuntary hospitalization and the application
must exhibit evidence of multi-disciplinary team
involvement, aftercare planning and some level of
family involvement. A child could be admitted
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voluntarily under this project. There was no require-
ment that civil commitment be completed, however,
the child or adolescent must essentially meet the
criteria for involuntary commitment under the West
Virginia statutes.

The testing protocol utilized in the Partnerships
for Care project was designed to meet several criteria.
First, the instrument protocol needed to measure
specific outcomes and, therefore, utilize time-frame
specific instruments that could be administered both
prehospitalization and post-hospitalization. Since the
instruments were to be used for admission criteria
and for outcome of hospitalization, the instruments
needed to be an accurate screening of symptom
patterns. Second, the instruments needed to be mobile
without test conditions that would contaminate
results. The instruments were likely to be administered
in homes, clinics, emergency rooms, etc. and needed
to be easily administered and scored in short time
frames. Third, the instruments must be able to be
administered by both professional and para-profes-
sional staff with training, since the profile of crisis
workers throughout the state varied in both level of
experience and clinical training. Finally, as with most
protocols, the instruments needed to be cost effective
to purchase and administer.

The instruments chosen met the above criteria
and were selected to represent the symptoms most
likely seen in individuals applying for hospitalization.
For children, instruments in the protocol included the
Child Depression Inventory (Kovacs, 1982), the Child
Anxiety Scale, and the Stress Response Scale (Chandler,
1993). For adolescents the protocol consisted of the
Reynolds Adolescent Depression Scale (Reynolds, 1987),
and the Suicide Probability Scale. (Cull & Gill, 1988)
were administered. The project’s referral form
included areas for the required demographics
including financial information, instrument scores
and interpretation, DSM 1V Diagnostic Impression,
review of alternative placement options and dis-
charge planning.

Cut-off scores for eligibility were determined for
each instrument based on the author’s determina-
tion of clinical significance for the instrument. While
the instruments were utilized as a guideline for
admission, the regional network representative
could determine that the scores were invalid or
insufficient to make a determination based upon
data presented by the clinician presenting the case.
Additional factors utilized to make a determination
included symptomatology and functioning based
upon the clinical interview and mental status
examination. In these cases, the regional network
representative had the authority to override the
scores and either authorize or deny admission based
upon data presented. In either case, there an appeal
process could be initiated by the child, family or
professional related to denial or access to service.
Additionally, a grievance process allowed staff from
the Division of Children’s Mental Health to make a
determination within 24 hours that confirmed or
overturned the Regional Representative’s decision.
The project board reviewed all appeal and grievance
determinations at the next board meeting and
provided input to both department staff end the
regional network representatives.

Funding

The regional networks for the project were
allocated funds based upon a formula developed by
the Children’s Mental Health Division of the West
Virginia’s Office of Behavioral Health Services. The
methodology for funding the networks combined
historical usage and current population for the
region. By using a historical usage base for first time
allocations, it was determined actual savings and
decrease in hospital bed days could be more accu-
rately analyzed to measure the success of the project.
As an incentive to complete quality assessments and
determine actual hospitalization need, the could
utilize surplus dollars from realized savings to
improve crisis programs to children in the region. As
a safety net, the board and the state could re-assign
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dollars to regions showing a higher need than was
determined in the initial allocation methodology.

The funding allocations and the project manage-
ment were maintained through a participatory board
consisting of representatives from the regional
network “lead agencies,” representatives from the
West Virginia’s Office of Behavioral Health Services,
a representative from the Bureau for Medical Services
(Medicaid) and a representative from the consumer
association. The board met on a quarterly basis to
review the data on admissions, length of stay and
hospital diversions. The Board reviewed denials,
functioning of the local networks and the funding
appropriations to ensure that quality service was
being provided.

Results

Evaluation of the project’s first full year of
operation indicated overall success with regard to
the projects goals. There were dramatic decreases
in inpatient costs, stronger use of assessment
leading to appropriate inpatient placement,
improvements in the regional crisis services to
children realized through the savings and de-
creases in overall length of stay for children and
youth placed in inpatient settings.

Table 1

Data analysis indicated that first year cost savings
for the project was $189,510 over the previous year’s
utilization. An analysis of the individual regional
networks indicated savings ranging from 0% to 89%
over the previous year with the mean savings overall
of 37% (see Table 1). The savings were allocated to the
regions for improvement in regional crisis services for
children and were utilized for program upgrades and
training. There were 76 referrals statewide to the
project with 48 approvals for inpatient admission, 16
denials due to inability to meet the target population
definition and 12 diversions to less intrusive service
options. The greatest number of referrals occurred in
regions with urban centers and higher population
density. Of the 16 children denied due to financial
reasons, 9 met Medicaid eligibility requirements after
screening (see Figure 1). This compares to the previous
year of 56 admissions statewide indicating a reduction
of 15% in admissions since the projects implementa-
tion (see Figure 2).

Length of stay for admissions was greatly
decreased, with the mean length of stay being 6.1
days. Range of length of stay was 2 to 14 days.
Modal length of stay was 3 days. This compares to
the previous years mean length of stay at 13.4 days
indicating a decrease in average length of stay by 7.3
days (see Table 2). Consumer satisfaction data was

Partnerships for Care Funding: Regional Allocation Expenditures and Savings
(Fiscal Year 1995-1996)

Region Allocation Expenditures Savings %of Savings
Region 1 $60,950.00 $60,950.00 $0.00 0.00%
Region 2 $116,250.00 $38,751.00 $77,499.00 66.00%
Region 3 $53,150.00 $5,795.00 $47,355.00 89.00%
Region 4 $53,700.00 $37,585.00 $16,115.00 30.00%
Region 5 $157,950.00 $121,976.00 $35,974.00 22.00%
Region 6 $58,000.00 $45,433.00 $12,567.00 21.00%

Total: $500,000.00 $310,490.00 $189,510.00 37.00%
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incomplete and therefore unreportable at this time,
however subjective statements indicate overall
satisfaction with expediency of response and
timeliness of intervention.

Figure 1
Disposition of Referrals Statewide
(N=76)
Met Other
Funding (9) Approvals (48)

Diversions (12)

Denials (7)

Discussion

Overall, the Partnerships for Care project met
the previously stated outcome goals during its
initial year and showed promise for gate keeping at
the local/regional level. While initial data indicated
increased efficiency, further data needs to be
collected on consumer satisfaction with the process.
The format for consumer feedback was developed,
however, only two forms were completed. It will be
critical to improve collection of this data to ad-
equately evaluate the efficacy of the project.

The allocation methodology appears sound with
all regions having sufficient funds to handle refer-
rals. It is recommended that the current funding
methodology be continued. For the period of July 1,
1996 to June 30, 1997, $500,000 were allocated on the
approved funding methodology. Surplus funds in
the initial project year were allocated to the compre-
hensive behavioral health centers who determined
how to spend the funds to improve crisis services.
Allocation of future savings should allow centers
the flexibility to spend the funds on any service that
increases community alternatives to inpatient care.

The screening protocol has been
evaluated and can accommodate
recent changes in determination of
medical necessity for Clinic and

Rehabilitation Services for Medicaid
eligible individuals.

In reviewing the data, there is an
indication that regions with alterna-

tive services were more successful in
diverting inpatient admissions. In

particular, areas with child/adoles-
cent Crisis Stabilization Units would

Figure 2
Disposition of Referrals by Region
(N=76)
25
20 —
15
10 17
5 .
AN
0

No. of Referrals No. of Approvals

B Regionl MW Region3

O Region2 O Region4

No. of Denials

B Region 5

appear to have higher rates of
diversion and alternative placement,
indicating that local regional develop-
ment of alternative crisis services
other than outpatient services would

& Region 6
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further decrease inpatient utilization. While the system
values local regional placement through gatekeeping
as inherently more therapeutic than out of region/out
of state placement, the geographical barriers and
population density of the local regions make it impos-
sible to have small inpatient units in each region.
Development of local regional state supported crisis
residential units could prevent inpatient hospitaliza-
tion and allow for the individual consumer to receive
diversionary treatment in a local setting.

The project’s process should be evaluated for
expansion into the current Medicaid utilization
review for inpatient hospitalization of children and
adolescents. It also seems appropriate to develop
similar protocols and processes for managing indi-
gent and Medicaid funded hospitalization for adults.
There is potential for the program to be expanded to
determine eligibility and level of care through
utilizing similar protocols for other services. The
project has clearly demonstrated the value of protocol
and collaboration in improving service and system
outcomes. However, the protocol will have to be
further evaluated if a proposed regional gatekeeping
mechanism is instituted for all Medicaid eligible
consumers rather than the current state managed
utilization review process.

The direction of the current environment
toward managed care for behavioral health services
remains an uncertainty with respect to preserving
the overall quality of services. The success of the
Partnerships for Care Project provides a model for

Table 2
Comparison of Goals for
Fiscal Year 1995-1996

Goals Fiscal Year 1995  Fiscal Year 1996
Mean Length of Stay 13.4 days 6.1 days
Total Expenditures $500,000 $310,490
Admissions 56 48
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effective and efficient gatekeeping and treatment of
children and adolescents. The potential applications
of the model to West Virginia planning efforts has
been recognized as an integral part of the infrastruc-
ture necessary to provision of services in a managed
care environment.
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Keeping Children at Home:
New York’s Home and
Community Based
Services Waiver

Introduction

The New York State (NYS) Office of Mental Health is the
government agency which creates opportunities for children and
adults with psychiatric disabilities to safely and effectively work
toward recovery. These opportunities (a) recognize that persons
can recover; (b) include comprehensive services organized at the
local level to promote recovery; and (c) promote a holistic
approach to services that is individualized, flexible, measurable
of high quality and user friendly.

OnJanuary 1, 1996, the Federal Health Care Financing
Administration approved New York’s request to waive three
statutory requirements of Section 1915c of the Federal Social
Security Act. Statewideness and comparability were waived to
allow implementation of the Home and Community Based
Services (HCBS) Waiver on a demonstration basis in a limited
number of counties. Secondly, the requirements relating to
amount, duration and scope of services were waived making it
possible to add six Medicaid services (individualized care
coordination, respite care, skill building services, intensive in-
home services, crisis response services and family support
services) to the State Medicaid Plan. The third statutory require-
ment waived was parental deeming rules. Children enrolling in the
HCBS Waiver are considered a “family of one,” their parents/
guardians’ income and resources are not considered when
determining Medicaid eligibility.
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The goals of the HCBS Waiver are to:

1. Enable children to remain at home or in the
community, thus decreasing institutional
placements;

2. Use the individualized care approach to service
planning, delivery and evaluation; this approach is
based on values of planning for one-child-at-time,
partnerships with families and focuses upon the
strengths of the family;

3. Expand funding and service options currently
available to children and adolescents with serious
emotional disturbances and their families;

4. Provide services that promote positive outcomes
and are cost-effectiveness; and

5. Demonstrate a model of service delivery that
fosters a transition to managed care.

Method

Participants

The HCBS Waiver has the capacity to serve
150 children and adolescents who meet the
following criteria:

= seriously emotionally disturbed;

= between the ages of 5 and 18 years;

= demonstrate complex health/mental health needs;
= require institutional level of care;

= at imminent risk of admission to institutional level
of care or have a need for continued hospitalization;

= service and support needs cannot be met by just
one agency/system;

= Medicaid eligible;

= can be served at less cost than institutional level
of care;

= capable of being cared for in the home and/or
community if Waiver services are provided; and

= have a viable and consistent living environment
with parents/guardians who are able and willing
to participate in the HCBS Waiver and support
their child in the home and community.
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Sites

The HCBS Waiver operates in eleven rural and
urban sites across the state. Each site has the capacity
to serve between 8 and 24 children and families at
any one time.

Local Infrastructure

Each site has an Individualized Care Coordination
(ICC) Agency, or lead agency, responsible for develop-
ment and administration of a network of service
providers. The ICC agency was also responsible for
hiring, supervising and training the Individualized
Care Coordinators (ICC), coordinating and monitoring
all the services the child and family received, and
mentoring the service provider network. Finally, the
ICC lead agency handles the billing of Medicaid
Waiver services, and monitors the costs and pro-
gram reporting requirements associated with each
child’s care.

Each lead agency must ensure that the full array
of HCBS Waiver services are available and accessible
to each child and family as needed. The develop-
ment of these services and/or service networks is
done in consultation with their respective county
Department of Mental Health.

The county Department of Mental Health
determines eligibility for the HCBS Waiver, ap-
proves service plans and accompanying budgets.
The county departments assist the ICC agency in
monitoring the costs associated with services
provided through the HCBS Waiver. This monitor-
ing of costs serves as a learning tool for a county’s
entire system of care.

Services

The six Waiver services were developed based
on a survey of county departments of mental health
and families. The survey collected information
about the primary and ancillary services most
needed to support the target population in their
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homes and community. These services must be
available at each site. Individualized Care Coordina-
tion is the only service required for each child, all
others are accessed based on individual need.

The HCBS Waiver services are defined as follows:

Individualized Care Coordination includes the
components of intake and screening, assessment of
needs, service plan development, linking, advocacy,
monitoring and consultation. Individualized Care
Coordinators work with no more than 8 children
and families at a time.

Crisis Response Services are activities aimed at
stabilizing occurrences of child/family crisis. These
services provide the ability to do an assessment,
provide consultation, and immediate intervention
wherever necessary.

Intensive In-home Services are ongoing activi-
ties aimed at providing intensive interventions in
the home. These interventions may include
psychoeducation, crisis de-escalation, parent-child
relationship building, and improvement of
parenting skills.

Respite Care are activities that provide a needed
break for the family and the child to ease the stress at
home and improve family harmony. These activities
include aid in the home, getting a child to school or
program, aid after school, aid at night or any combi-
nation of the above. It may be provided on a planned
or emergency basis either in-home or out-of-home.

Family Support Services are activities designed to
enhance the ability of the child to function as part of a
family unit and to increase the family’s ability to care for
the child in the home and in community based settings.

Skill Building Services are activities designed to
assist the child in acquiring, developing and access-
ing functional skills and supports, both social and
environmental, needed to function more success-
fully in community environments.

Fiscal Model

The Waiver fiscal model provides an average
$54,254 per slot in annual Medicaid as compared to
approximately $93,000 for institutional level of care
(see Table 1 and Figure 1). This cap was calculated
from historical Medicaid expenditure data for a
similar population, and survey information regard-
ing needed volume of service per category. Per slot
average includes ambulatory mental health costs,
waiver services plus licensed Medicaid mental
health outpatient services, capped at approximately
$44,250. Individualized Care Coordination is paid
through a monthly case payment rate which also
includes program overhead for coordination of the
other five services. The other five services are
primarily delivered and billed by the hour or day
fee-for-service basis. Rates for waiver services are
based on local costs and service network design.

Risk for psychiatric inpatient, medical/surgical
costs, and all other Medicaid expenditures is managed
in several ways. Agencies receive monthly manage-
ment reports on all Medicaid expenditures to use as a
tool for managing their enrollees’ costs. Children are
automatically disenrolled after 60 inpatient days in a
75-day period or if assessed as needing long-term
inpatient placement. Families are encouraged to enroll
children in Medicaid managed care plans. A risk pool
is created by withholding $2,000 for each slot that does
not have managed care coverage.

Measurement

Evaluation of Child and Family Outcomes.
To evaluate child and family outcomes data are
collected on children and families at intake, 6, 12, 24
months and/or discharge. At intake, the Child
Description Form (CDF) is used to gather informa-
tion on: basic demographic information, functional
status, education levels, behavior symptomatology
and treatment history. In addition, data are collected
on family stressors and strengths. Follow-up data
collected repeat assessment of the child’s functional
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status and symptomatology, utilization of services
and family strengths. In addition, follow-up
instrumentation elicits data on the provider’s
assessment of level of need in nine life domains
and individualized care plan strategies. Parent
satisfaction with services is measured at 6, 12 and
24 months. At discharge, a Program Discharge
Form is completed to assess the child and family’s
status as well as reasons for discharge and post-
discharge service plan.

Cost Evaluation. Costs incurred for each
child enrolled in the HCBS Waiver are collected
and monitored through reports generated from
the Medicaid Management Information System
(MMIS) monthly. Annualized year-to-date
amounts are compared to the agency’s budgeted
amounts per service category and to the $44,267
cap for ambulatory mental health and the
$54,254 cap for total Medicaid expenditures per
slot. Variances of greater than five per cent are
more closely analyzed to identify utilization
patterns which may prove costly and/or clini-
cally ineffective.

At the time of this evaluation, the available
Medicaid claims data were not
adequate to begin to evaluate the
fiscal performance of the Waiver.

Table 1

Comparison of Estimated Annual Costs per Child
(Waiver vs. Inpatient Level-of-Care)

Service Waiver Inpatient
Waiver:

ICC $8,774

Respite $10,548

Family Support $2,200

Skill Building $10,796

Intensive In-Home $4,386

Crisis Response $4,386
Total Waiver $41,090 $0
Other MH Outpatient $3,177 $1,589
Inpatient Psych $6,000 $87,587
M/S & Other MA $3,987 $3,987
Total $54,254 $93,163

Sources: NYS Medicaid Management Information System data for
FFY93 and surveys of providers and consumers regarding

anticipated utilization.

Figure 1

Comparison of Estimated Annual Costs per Child
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New York's HCBS Waiver

Results

Preliminary Evaluation Findings

Based on intake data for 94 children and outcome
data for 19 children and caregivers preliminary
findings are as follows. On average a child enrolled in
the HCBS Waiver program is a 10 year-old White
male (40% White, 23% African American, 24%
Hispanic and 12% Other Race; 73% male). More than
half (52%) lived in a single parent household while
30% lived in a two parent family. On average these
children demonstrated functional impairment in 3
out of 5 areas assessed. Upon enrollment, providers
identified an average of 10 symptoms and problem
behaviors from a list of 25. More than half (56%) are
in special education settings and 82% experienced at
least one hospitalization prior to enrollment.

Family stressors were prevalent. Unstable rela-
tionships were reported among adults in 54%
of the households. Poverty was indicated as a
stressor on the family’s situation in 51% of
the cases. In almost half of all households
ICCs reported the presence of mental illness
for at least one adult household member

social and recreational and financial fell between
slight and moderate need levels, on average.

Figure 3 presents changes in functional impair-
ment and symptomatology at 6 months for the first
19 children assessed. The data show shifts in a
positive direction over the first six months, with the
average number of symptoms decreasing from 9.2 to
8.5, and the average number of areas of impairment
dropping from 3.33 to 2.67.

Discussion

Implementation of the Home and Community
Based Services Waiver is an opportunity for New
York State to learn about the best complement of
services and supports for the target population. This
information will guide the development of managed
care plans for children with serious emotional
disturbance. Overall, preliminary findings are

Figure 2

New York State Home and Community Based Services Waiver
Severity of Unmet Need in Nine Key Life Domains *

(n=19)

(49%). In addition, at least one adult was a Residential
survivor of an abusive situation in a sub-
stantial number of households (44%). In Family I_.ife
about one third of families, evidence of Recreﬁﬁg'ﬁ‘;’.
domestic violence (36%) and chronic Emotional/
unemployment (34%) were identified as Recreational
stressors. Education
At six months, providers reported on Medical
levels of unmet need in nine life domains Legal
as a guide for the development of action Safety
plans. Figure 2 presents these data for the i _
first 19 children for whom these data were Financial
available. The areas of greatest need were 0 1 2 3
no need slight need moderate need severe need

emotional and psychological, which on
average fell between moderate and severe
need. Unmet need in the area of family life,

Severity of Need

* (six month assessment)
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valuable in determining whether the targeted Figure 3 _ _
New York State Home and Community Based Services Waiver

pOpu.I atlon. 'S en.m"ed In the program. Data on Symptomatology and Areas of Functional Impairment
functional impairment, symptomatology and At Intake and Six Months
history of hospitalization suggest that in fact the (n=19)
appropriate children have been enrolled. Six month 10
data assessing unmet life domain needs suggests = At Intake & Six Months
that providers are using an individualized care - g
framework to structure service delivery. Finally, 6 B
month outcome data for the initial cohort are § 6
encouraging in that changes are positive. As data o
collection continues, the evaluation strategy should S 4
continue to yield valuable feedback on the effective- :%
ness of the program in successfully serving children 2
and families.
0

Symptoms * Areas of
Functional Impairment **

* Out of 25 behaviors/symptoms
** Qut of 5 areas of functional impairment
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Service and Assessment of a
Heterogeneous Population
with Capitated Funds

Introduction

This summary highlights The Woodbourne Center’s Bridges
program, a short term treatment program for children of three
cohort groups, namely, those receiving respite services, hospital
prevention and hospital step-down services. In conjunction with
its funding agencies, Baltimore Mental Health Systems and
Family Preservation Initiative, Woodbourne designed Bridges as
a capitated, three-tiered model within which children could
move fluidly between Residential, Community Group Home,
and Treatment Foster Care units (see Table 1). Serving an
extremely high risk population with a history of abuse, multiple
placements, and psychiatric hospitalization, Bridges offers a
menu of therapeutic and practical family, child, and school-
based intervention, comprehensive assessments, and
longitudinal outcome monitoring at a cost-savings. Research
findings have been utilized in developing differential treatment
options by risk factors and cohort group membership.

Since its inception in 1994, 89 children have been served in
one or more levels of the multi-faceted “Bridges” program. As
shown in Table 2, respite services accounted for 75% of the
reasons for admission, followed by hospital step-down (14%),
and hospital prevention (10%). The average length of stay was 56
days, with the vast majority of all clients being discharged within
90 days. Although most clients’ needs were met within one level
of the program, 14% of the admissions in Fiscal Year 1996 moved
between two levels of service during their course of treatment. This
latter group had a slightly longer average length of stay (84 days).

Carole Bausell, Ed.D.

Director, Center for Research &
Evaluation

The Woodbourne Center

1301 Woodbourne Avenue
Baltimore, MD 21239
410/433-1000

Fax: 410/433-5834
www.woodbourne.com

Patricia K. Cronin, L.C.S.W.-C.
Executive Vice President/COO
The Woodbourne Center
1301 Woodbourne Avenue
Baltimore, MD 21239
410/433-1000

Fax: 410/433-1459
www.woodbourne.com

Howard Olshansky, L.C.S.W.-C.
Vice President of Programs

The Woodbourne Center

2041 E. Fayette Street
Baltimore, MD 21231
410/563-6400

Fax: 410/563-3120
www.woodbourne.com

Bonnie Peet, R.N., MSN
Director of Child & Adolescent
Services

Baltimore Mental Health Systems

201 E. Baltimore Street, Suite 1340

Baltimore, MD 21202
410-827-2647
Fax: 410-837-2672
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Bridges Outcomes

Outcomes for the Bridges population as a whole
were regarded as extremely positive in that 70% of
the group were discharged to a parent, relative, or
foster home. This percentage increased over the 30
days following discharge to 86%, and at six months
was only slightly lower at 77% (see Table 3). The
remainder of the population required a wide range of
therapeutic or restrictive living environments ranging
from treatment foster care to residential treatment.

An in-depth analysis of outcome by cohort group
revealed that, as expected, less positive results were
obtained with the hospital prevention and hospital
step-down cases. A full 70% of the children who
came to Bridges directly from psychiatric hospitals
still require some type of therapeutic living environ-
ment upon discharge, however only 20% had to be
readmitted to a hospital (resulting in a 80% decline in
re-admission rate). The hospital prevention cohort
achieved better results in that a full two thirds of this
group was residing in a least restrictive home
environment six months post-discharge.

Figure 1 depicts the progression in placements
over time for each cohort group. The respite group
required progressively fewer therapeutic or restric-
tive placements from the point of discharge (28%) to
30 days (17%) and finally six months post-discharge
(11%). The hospital prevention

Many findings were statistically significant,
among them:

» Members of the hospital step-down group were
in more restrictive settings at discharge than the
respite group and in more restrictive settings
than both the respite and prevention groups at 30
days post-discharge [F (2,58) = 4.50 p < .05];

» The less restrictive the placement at discharge,
the less restrictive the placement six months later
(r=.84,p <.01);

* Children admitted on psychotropic medication
were in more restrictive placements 30 days post-
discharge [t = 2.55, (27) p < .05];

» Children who were precipitously discharged
from the program were more likely to have lived
at some point with individuals with substance
abuse issues (r = .32, p = .01) and to have suffered
more types of victimization;

* Children who had been sexually abused were
also more likely to have suffered physical abuse
(chi-square = 15.30, (df = 1), p <.01) and neglect
(chi-square = 7.20,df = 1, p < .01);

» There was a trend for the hospital prevention and
hospital step-down group outcomes to improve
at 30 days post-discharge but to worsen slightly
at 6 months post-discharge, whereas the respite
children experienced a constant improvement of
outcomes over time.

group similarly decreased their Table 1
usage of restrictive placements Single Versus Multiple Program Level Utilization
from discharge (57%) to the six
month mark (33%). The hospital ) ) Community Treatment
ten-d h | Residential| Group-Home | Foster Care
step-down group, however, only Unit it Unit
showed some short-term progress
with regard to utilization of these Single -
. Program Level Utilization 60% 66% 95%
placements from 70% at discharge
to 30% 30 days after discharge, to Multiple
66% at the six month point. Program Level Utilization 40% 33% 5%
Overall
Utilization n=15 n=15 n=19

Bridges 1996 Admissions
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Table 2
Primary Purpose of Admission
(n=77)
Frequency Percent
Respite 58 75%
Hospital Prevention 8 10%
Hospital Step-down 11 14%

Woodbourne Center, Inc. - Bridges, August 1994 - February 1997

Table 3
Treatment Outcomes Over Time
Combined Cohort Groups

Parent, Relative, Therapeutic or
Foster Home Restrictive Placement
At Discharge
n==63 70% 30%
30 Days Post-Discharge
n=22 86% 14%
6 Months Post-Discharge
n=31 77% 23%

Woodbourne Center - Bridges, August 1994-February 1997

Figure 1
Short Term and Longitudinal Outcome of Clients
Requiring Therapeutic or Restrictive Placement
(at discharge, 30 days post discharge and 6 months post discharge)
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Discussion

In conclusion, the ability to analyze Bridges data
by different subgroups of its clientele has been
especially promising in yielding research findings
that can be translated into program enhancements
or strategic plans. For example, it was found that the
innovative three-tiered model was most utilized by
those clients in the residential and group home
components and least by those in treatment foster
care. While outcomes for the program as a whole
were positive and continue to improve after dis-
charge, it was useful to learn that they were most
positive for respite clients and less so for children
exiting psychiatric hospitals or on psychotropic
medications on admission. Clients from families
with substance abuse issues were identified as
needing new approaches just to insure treatment
completion. The strategy of preventing expensive
hospitalization proved to work extremely well and
should probably be pursued more aggressively in
the field. It would appear that once a child is
hospitalized (as demonstrated by the hospital step-
down group results), this experience is more likely
to be followed by a cadre of relatively expensive and
restrictive placement options.
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Evaluating Capitated
Services in Colorado:
Family and Provider
Perspectives

Introduction

As a result of House Bill 92-1306, Colorado Mental Health
Services (MHS) implemented a Medicaid Mental Health Capita-
tion and Managed Care Pilot program in 1995. This study was
undertaken in 1996 as one of several evaluations to understand
the impact of this reform on services for children and their
families. The goal of the study was to gain knowledge from the
pilot program in its early implementation that could inform the
proposed subsequent statewide Medicaid Capitation Program
beginning in January 1998. This summary provides selected
findings regarding why respondents perceived the needs of
children and families to be met or not met under the pilot program.

Method

A qualitative approach was used to capture the experiences
of pilot program participants. The two sequential components of
the study were: (a) family focus groups and (b) case studies. Three
focus groups were conducted for the purpose of identifying
themes regarding met and unmet service needs. The case study
data helped investigators understand and document more
comprehensively the initial focus group findings. In addition to
the perspectives of parents and guardians, the case studies
included interviews with mental health clinicians, and when
possible, other human service providers.

Diane Patrick, MUA

CASSP Coordinator

Colorado Mental Health Services
3824 West Princeton Circle
Denver, CO 80236
303/762-4089

Fax: 303/762-4373
diane.patrick@state.co.us

Jean Demmler, Ph.D.
NASMHPD Research Institute
66 Canal Center Plaza

Suite 302

Alexandria, VI 22314
703/739-9333 x 36

Fax: 703/548-9517
Jean.demmler@NASMHPD.org

William Bane, MSW

Program Administrator

Child & Family Services
Colorado Mental Health Services
3824 West Princeton Circle
Denver, CO 80236
303/762-4076

Fax: 303/762-4373
bill.bane@state.co.us
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Participants/Sites

The study included four of the seven pilot capita-
tion sites. These Mental Health Assessment and
Service Agencies (MHASAS) were selected to
represent the geographic characteristics of Colorado
(urban and rural) and the architecture of managed care
(public or public-private partnership; see Table 1).

The researchers encouraged participation from
all segments of the client population. Therefore,
invitations to the focus groups were mailed from
MHS to all (or to systematically selected 50% or 33%
samples) parents/guardians of children receiving
services in the study sites in April 1996. Parents/
guardians responded to the project director who
made a list of potential participants. Final selection
criteria emphasized culturally diverse groups with
varying ages and severity of mental health problems
among children represented. Twelve participants
were invited to each group; nine family members or
guardians actually attended.

Purposeful selection of case study participants
(N=24) allowed for representative examples of the
met and unmet needs identified during focus
groups. Potential problems with biased selection
from either the providers or consumers of services
were resolved in the following way. Twelve cases

Table 1
CASSP Capitation Study Sites

Urban Rural
Public Behavioral Health | Weld Mental Health
Care Inc (BHI) Center

Focus Group Held
8 Case Studies

Focus Group Held
4 Case Studies

Public- Pikes Peak West Slope
Private (Colorado Health | (Colorado Health
Partnership | Networks) Networks)

Focus Group Held
8 Case Studies

No Focus Group
4 Case Studies
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that potentially represented instances of met or
unmet needs were solicited from service providers,
and 12 were obtained from families and advocates
(see Table 1).

Analysis

Considering the results of content analyses of
the focus group transcripts, a semi-structured data
collection instrument guided the interviews of
parents and providers in the 24 case studies. Each
case study was classified, based on all information
collected, as to whether the mental health treatment
and support needs of each child and family were
well met, somewhat met or not well met. Cases were
then organized under these three ratings to examine
why respondents considered needs met or not met.

Results

The study resulted in the identification of three
major areas influencing whether needs were
perceived as met or unmet in the Capitation Program:
(a) multi-system framework, (a) empowerment of
parents and guardians, and (c) quality services.

Multi-system framework

In keeping with the system of care framework
that advocates integrated approaches to services
(Stroul & Friedman, 1986), the multi-system perspec-
tive emphasizes the importance of school-based
services, day treatment, and case management
functions. Respondents in this study viewed school-
based services positively because they were
accessible and minimized transportation difficulties.
When needs were perceived as well met, availability
of school-based services was one reason given. In an
instance where needs were not well met, both the
parent and teacher of a child terminated from
unsuccessful clinic-based treatment believed therapy
could have been effective if provided at the school.
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According to some respondents, integration of
therapy and education, and the year-round avail-
ability of day treatment favorably impacted the
treatment of some children. Conversely, some
respondents expressed concern about the lack of
day treatment services in rural areas, and the
premature discharge of children from day treatment
by school districts.

Case management and service coordination are
central aspects of an effective system of care (Friesen
& Poertner, 1995). Study participants concurred
with this idea in their perceptions of needs being
met or not met. In several instances, a mental health
provider coordinated family, child welfare, and
mental health services to adequately support a
child’s placement.

Parents often spoke of frustrations in dealing
with multiple agencies. For them “the system” was
one entity that includes child welfare, juvenile
justice, the schools, and mental health. Results
suggest that frustration with one agency can over-
ride positive experiences with others. Several
parents stressed the need for a “hub” or “single
door” that would allow them to access all the
services they need.

Empowerment of Parents and
Guardians

Families must serve significant roles in children’s
mental health services (Koroloff, Friesen, Reilly, &
Rinkin, 1996). Consistent with such views, findings in
this area highlighted the importance of partnerships
of care; parent and family support, education, and
advocacy; clarity regarding mental health benefits
under managed care; and culturally appropriate
services. Partnerships between families and service
providers appeared to have many facets. Individual-
ized and flexible treatment, in addition to an array of
services, was felt to be essential. Parents reported that
they appreciated being listened to and having their

suggestions acted upon. A grandmother, who felt
fully involved in her grandchild’s treatment, com-
mented, “They ask my advice sometimes... they listen
to my questions and opinions.”

The data suggested that a partnership of care
between the family and provider was probably the
most important factor in the family’s view that needs
were met. Some parents reported needing more
services than were provided, but perceived their
needs as met because of the working relationship that
existed with a service provider. When services were
appropriately winding down, families noted that the
ability to periodically contact a therapist provided an
important “life line” to services.

Families noted the need for more education
regarding medications and mental health symptoms.
They also pointed out that this information is
essential for all caregivers (for example, schools and
Head Start programs), and that symptoms were
often erroneously described as bad behaviors,
causing labeling and other negative effects for the
child. Parents noted the positive benefits of family
advocates and support groups. Most parents in the
focus groups valued the experience of coming
together in this way, and wanted more of such
opportunities.

Parents generally lacked knowledge or appeared
misinformed about mental health benefits under the
capitation program. For example, some believed
that there was a limit of ten sessions. Some were not
aware there had been a change from the fee-for-
service system.

Although the cultural competence of services
did not emerge as a major issue, several parents
found this to be important. For example, a Spanish-
speaking parent expressed a need for a therapist
with whom she could communicate and who would
understand her culture.
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Quality Services

The philosophy of wraparound services pro-
motes use of a broad array of resources
(VanDenBerg & Grealish, 1996). Congruent with this
view, study participants saw 24-hour care, crisis
intervention, in-home services, psychiatric services,
and continuity of care as essential components of
quality care. They believed that twenty-four hour
care did not have to be in-patient. Study participants
expressed dissatisfaction with the process of obtain-
ing in-patient care and the results of this service. One
parent expressed her frustration, stating:

I called the cops. The crisis team, finally the
crisis team listens and puts (my son) in (the
hospital). He was in the hospital for about four
weeks, (then) they let him out. He was as sick as
when he went in, as when they let him out.

Some respondents indicated the need for 24-hour
supports or alternatives to hospitalization in certain
instances such as terminating medications. In one
such case, inpatient care may have been denied with
no 24-hour alternative offered.

Immediate access to a family’s own service
provider was often successful in averting crisis
situations. For the most part, however, crises typically
involved calling the police when a situation had
escalated to an emergency. Parents reported their
concerns were often dismissed, and they resented
being asked to persevere in a time of crisis. The
dialogue from one focus group underscores this point:

Person 1:  (The mental health therapists) want to keep
spaces available for these emergencies. And

S0 you get dismissed all over the place.

And you have blood running out your

nose and trickling down your mouth... and
it’s not the individual therapist or doctor,

or whatever’s fault...it’s the whole system.

Person 2: Yeah
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Person 3:  You keep telling them, and they don’t
seem to hear what you’re saying.

Person 1:  As long as they think you can hold on
another day...

Person 4:  Or another month!

Generally, respondents viewed in-home services
positively because they allowed parent involvement
in the care of the child. For instance, parents with
other young children often faced difficulties trans-
porting the family to the mental health center;
in-home services eliminated this barrier. Family
preservation services provided by the mental health
center reportedly helped one family keep a child out
of the hospital and at home following inpatient care.

Parents were able to be good medication
monitors when they had access to psychiatric
assessment and consultation. More often than not,
however, parents had grave concerns noting that
psychiatrists do not spend enough time with the child
for adequate psychiatric or medication evaluations.
Furthermore, “assembly line” prescriptions, which
involved using one medication after another, were
perceived as problematic by several parents.

Continuity of care was impacted by multiple
factors. Families found changing providers as a
result of capitation to be frustrating and disruptive.
The use of waivers, a mechanism in the capitation
program that allows consumers to request permission
to retain a clinician outside of the provider network,
was mentioned only once by study participants.
Some parents reported paying treatment costs out of
pocket in order to keep the services they desired.
Parents identified a lack of coordination among
mental health and physical health care providers.
Finally, several parents reported multiple changes of
the mental health center providers over short
periods of time.
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Discussion

The finding that there has been some success in
meeting the needs of children and their families
during the first year of Medicaid Capitation is
hopeful. More importantly, the perceptions of
families and service providers document a vision of
an improved system of public mental health care
that is informing planners and providers as the
capitation program expands beyond the pilot phase.

The family and provider perspectives captured
in this study informed the expansion of managed
care in a number of ways. First, MHS staff reviewed
the final report from this project and incorporated
key findings into the request for proposals (RFP) for
the capitation program expansion. Also, the RFP
included a copy of the study report. Second, study
staff made numerous presentations on the study to
various groups in the state, including the state’s
Child and Adolescent Service System Program
(CASSP) Advisory Council and Mental Health
Planning and Advisory Council. This resulted in
productive discussions about shaping the future of
the capitation programs.

A number of important messages emerged
from this study. First, using qualitative methods is
a key research strategy in exploring managed care
in children’s mental health. Since little previous
research exists in this area, identification of key
concepts and issues is an important step. The
inquiry emphasized the key components of a
managed care system, such as integrated and
accessible services that are responsive to child and
family needs, and informed and involved families.
Moreover, this effort underlined the need for
consumer-focused evaluations such as these in
order to shape the future of managed care and
capitated approaches.

Further investigations should examine family
and provider perspectives relative to the specific
outcomes of services in managed care environ-
ments. Such studies may also require the use of a
comparison group in a fee-for-service system.
Although the current study included parents and
other caregivers of children, it did not include the
children themselves. Future studies should focus on
how they, as consumers, view capitated services.
Additional investigations should more fully explore,
in the context of a capitated system, the three key
issues that resulted from this study: integrated
services, family empowerment, and the necessary
array of quality services. Each of these areas is
certainly worthy of their own study. Finally, since
this study occurred early in the capitation program,
it will be important to conduct it in later stages to
determine if themes change or remain the same.
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