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Services provided by Maryland’s Public Mental Health System (PMHS) are “carved out” of HealthChoice, Maryland’s managed Medicaid program, and will be carved out of CommunityChoice, a proposed long-term care waiver under review by the federal government.  The Mental Hygiene Administration (MHA) retains financial responsibility for services. Maryland did not want to repeat the mistakes of states such as Tennessee which turned mental health services and financial risk over to for-profit managed care companies with disastrous results, particularly for people with long-term disabilities.
The carve-out should continue because: 
· Public mental health consumers are already in a managed care program.  The specialty mental health program under HealthChoice, the capitated managed care program for most Medicaid recipients implemented in FY1998, manages care for Medicaid-eligible persons as well as those dually eligible for Medicare and Medicaid. Planning is already underway for the “next generation” of managing the PMHS and controlling expenditures more effectively. In the meantime, cost-containment actions by the MHA in recent years ended its deficits and the PMHS is operating well within its appropriation. 
· Integrated funding is not the same as integrated care. Most persons served by the PMHS have severe, long-term mental illnesses and substantial functional impairments that require highly specialized supports not generally delivered or reimbursed by MCO-like entities.  Hundreds are in structured housing – Residential Rehabilitation Programs (RRPs) – for long periods of time and could lose access to such supports, including supported employment, if the carve-out were ended. 
· National experience suggests that carve-in systems are strictly a financial arrangement that has no bearing on whether or not care is coordinated. Most MCOs “downstream risk” their mental health services to yet another managed care organization. These arrangements create barriers to care and siphon off needed dollars from care to administrative overhead or profit margins. In fact, MCOs have been shown to spend less than half of their capitated mental health dollars on mental health care.

· The national track record for capitated, at-risk managed care for public mental health consumers is very poor. Two states, Tennessee and New Mexico, tried a full carve-in of mental health services. Tennessee changed back to a carve-out after numerous providers experienced extreme financial distress, creating severe access problems for consumers. After 10 years the state is still recovering from its initial mistake. Similarly, New Mexico was denied its initial waiver renewal by CMS, in part because only 55% of the behavioral health premium was going to services.
· Maryland legislators were so concerned about the potential harm capitated managed care would do to children and adults with mental illness that they carved public mental health services out of HealthChoice and reinforced the need for a carve-out with legislation in 2004, SB756. They also carved mental health out of a proposed managed Medicaid program for long-term care that same year, CommunityChoice, via SB819 and in 2005 overrode the Governor’s veto of this bill.
· In Maryland, access to substance abuse services – not carved out of HealthChoice – was found to be so lacking that the General Assembly created a task force to examine whether those services should be carved out. While the task force ultimately decided against carving out substance abuse services, they acknowledged numerous systemic problems with the carve-in and established benchmarks for the MCOs. To this day there are very mixed reviews of the MCOs’ performance in the provision of substance abuse services. (Contact info: email – mdcbh@verizon.net, phone – 410-788-1865, address – 18 Egges Ln Catonsville MD 21228)

