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Behavioral Health for the Vulnerable: Can HMOs Deliver? 
By Laurie A. Helgoe, Ph.D. 

Introduction 
 
With health care reform at the top of our national agenda, states are looking at 
how to best care for those least able to care for themselves. Of particular 
concern are individuals suffering from severe and persistent mental illness. 
These individuals not only require specialized mental health treatment, such as 
supportive therapy and monitoring of stabilizing medications, but also need help 
managing their lives and accessing resources. Laurie Flynn, former executive 
director of the National Alliance on Mental Illness, or NAMI, defines the state 
mental health mandate as “a lifetime commitment to accepting responsibility for 
the effective treatment and humane care for individuals with severe and 
persistent mental illness.”1  
 
The prospect of fulfilling this commitment could seem sobering, especially for 
those responsible for allocating funds. When a challenge seems overwhelming, 
there is always the temptation to “put away and look away.” We have come a 
long way since the days of warehousing the mentally ill in poorly-maintained 
institutions, and the field of behavioral health has arisen to study and respond to 
the needs of the severely and persistently mentally ill – needs that we now know 
cannot be adequately addressed by systems designed to manage physical 
illness.   
 
West Virginia’s Medicaid program is considering a proposal to use health 
maintenance organizations (HMOs) to deliver behavioral health services to 
Medicaid beneficiaries, including those who qualify for Supplemental Security 

                                            
1 Laurie Flynn, “The Impact of Managed Care,” National Alliance on Mental Illness 
http://www.nami.org/Content/ContentGroups/Policy/Updates/Updates_andamp__What_s_New___
WV_Case_Nixes_Discrimination__Managed_Care.htm#theim 
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Income (SSI) due to severe and persistent mental illness. Recipients of 
Temporary Assistance for Needy Families (TANF) also would rely on HMO-
delivered behavioral health care. These private-sector companies are 
accustomed to managing delivery of traditional medical and limited mental health 
services but have little to no experience managing the care of these at-risk 

individuals covered under 
Medicaid. In contrast to the 
transition to specialized 
community care, this transition 
would move behavioral health 
under the umbrella of physical 
care, again limiting the range 
and accessibility of services for 
the mentally ill.  

 
This paper examines the effects of the proposed two-year plan for engaging 
three different HMOs to deliver Medicaid-funded behavioral health services in 
West Virginia. Of particular concern are individuals under SSI who are disabled 
due to serious and persistent mental illness.  
 
There are numerous reasons to question the introduction of HMOs into the 
already-managed system now in place for Medicaid-eligible SSI recipients. The 
history of behavioral health care in West Virginia reveals that a strong system of 
community-based care is key to the provision of least-restrictive—and least-
expensive—treatment to the mentally ill, especially in a largely rural state. The 
introduction of the current managed care system of APS Healthcare has already 
reduced community-based services to the point that the Legislature and the 
courts have had to intervene. Now, just when providers are finally set up to 
manage the numerous APS requirements and procedures, allowing electronic 
delivery to one point of contact, the Department of Health and Human Resources 

These private-sector companies are 
accustomed to managing delivery of 
traditional medical and limited mental 
health services but have little to no 
experience managing the care of 
these at-risk individuals covered 
under Medicaid. 
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intends to introduce three new managed care systems for providers and clients 
to negotiate.  
 
Adding more management and further restricting community-based care could 
result in more commitments, higher suicide 
rates, and increases in homelessness, 
substance abuse, and crime. These 
repercussions are expensive. However, the 
greatest cost is paid by our most vulnerable 
citizens, who lose access to humane care 
and the freedom to live in their natural 
environments.    
 
 
Country Roads, Take Me Home   
West Virginia’s Successful Transition of Care 
 
Thirty years ago, West Virginia was leading the nation in its transition of more 
than 5,000 mentally ill individuals away from institutions and back into their 

communities. Key to this 
transition was the development 
of community-based treatment 
centers and approval of 
Medicaid funding for behavioral 
health services. Medicaid-

covered services were gradually broadened to include therapy and psychiatric 
care as well as case management and rehabilitation. This integrated and 
accessible care made it possible for mentally ill clients to function at their highest 
level in their natural environments.  
 

The community-based model worked. West Virginia boasted a 95 percent 

Adding more management and 
further restricting community-based 
care could result in more 
commitments, higher suicide rates, 
and increases in homelessness, 
substance abuse, and crime. 

This integrated and accessible care 
made it possible for mentally ill clients 
to function at their highest level in 
their natural environments.  
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success rate in moving clients out of the institutions and providing less restrictive 
care in their natural environments.2 In contrast to “warehousing” the mentally ill, 
services in the community were set up to increase freedom and functioning. And 
these services were not only more comprehensive and humane but were much 
less expensive per capita than the bricks and mortar of the mental institutions.  
 
Deinstitutionalization in West Virginia had been a concern of the court system 
since 1982, when a ruling in E.H. vs. Matin, commonly referred to as the Hartley 
case, indicated that it was contrary to state law to merely warehouse an 
individual in a state mental institution. A court monitor was appointed to oversee 
the state mental health system to assure that resources were made available in 
the community to prevent these hospitalizations. This case is still active and is 
being overseen by Kanawha County Circuit Judge Louis “Duke” Bloom. 
 
Home to Stay? 
Funding Behavioral Health in the Community 
 
Though much progress has been made in providing better and more humane 
services for West Virginia’s mentally ill, 
maintaining this level of care has become 
increasingly difficult.  Medicaid 
reimbursement has been traditionally low – at 
or below cost for providers – and rates for 
mental health services have consistently 
lagged behind those for physical care. In 
addition, major funding cuts in recent years have made a difficult situation worse. 
Forced reductions in services and closures of group homes have left many 
vulnerable clients without help—and sometimes without a home. In its 2006 

                                            
2 Paul Darst, “Mental Health System Faces Crisis,” 3 May 2009, TimesWV.com 
http://timeswv.com/westvirginia/x681707115/Mental-health-system-faces-crisis. 

Forced reductions in services and 
closures of group homes have left 
many vulnerable clients without 
help—and sometimes without a 
home.
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“Grading the States” report, NAMI put West Virginia “dead last” in per-capita 
expenditures of state-directed mental health services, noting that the cuts 
resulted in a loss of $115 million in funding, 90 percent of which came from 
Medicaid.3 In 2009, NAMI’s report said the situation had deteriorated even more, 
largely due to a Medicaid “overhaul” through Mountain Health Choices, a 
confusing two-tiered system for TANF recipients.4 DHHR recently announced 
that Mountain Health Choices will end in September 2010 because of a new 
federal rule based on health care reforms passed by Congress.5  

 
In 2009, once again invoking 
Hartley,6 Judge Bloom 
reinstated the court monitor 
(whose status had been 
changed to ombudsman in 
2001) citing a dramatic increase 
in civil commitments along with 
a reduction in services available 
in the community.7 According to 
an article in the Charleston 

Daily Mail, commitments in West Virginia increased 219 percent between 2001 
and 2005.8   
 
The viability of community behavioral health providers, including those in private 

                                            
3 National Alliance on Mental Illness, “Grading the States 2006: West Virginia,” 2006. 
4 National Alliance on Mental Illness, “Grading the States 2009: West Virginia,” 2009. 
5 Alison Knezevich, “Controversial West Virginia Medicaid Program to be Discontinued,” The 
Charleston Gazette 19 May 2010. 
6 E.H., et.al. v. Matin, Civil Action No. 81-MISC-585. 
7 Tom Breen (Associated Press), “WV Judge Appoints Monitor for Mental Health Care System,” 
WHSV.com, 2 July 2009 http://www.whsv.com/home/headlines/49696322.html. 
8 Jake Stump, “W.Va. mental health care in dire straits, groups say suicides, involuntary 
commitments, overdoses up due to lax treatment,” Charleston Daily Mail 6 Feb. 2009.  

Though the goal of saving money has 
prompted these changes, we stand to 
squander not only our sound 
investment in less-restrictive 
treatment but also the hard-won 
understanding we have gained 
through working with the mentally ill in 
their natural environments. 
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practice, is essential to the humane care of the individuals suffering from serious 
and chronic mental illness, especially in a rural state like West Virginia. Though 
the goal of saving money has prompted these changes, we stand to squander 
not only our sound investment in less-restrictive treatment but also the hard-won 
understanding we have gained through working with the mentally ill in their 
natural environments. With the benefit of 30 years of experience, community 
providers have acquired an intimate understanding of the needs of these 
individuals and what helps them function at their best.  
 
 
West Virginia’s behavioral health providers have already endured a major 
transition in the management of their care. Ten years ago, the state Bureau for 
Medical Services contracted with APS Healthcare, an administrative services 
organization (ASO), to manage Medicaid-funded behavioral health services. Like 
an HMO, an ASO can establish credentialing requirements for providers, 
determine eligibility, require prior authorization of individual services, and 
establish caps and limits for approved services, as provided for under its 
contract.  
 
These changes required providers throughout the state to invest in new computer 
systems and software for electronic data transfer and billing, as well as additional 
staff to interpret and implement the changes. These adjustments added to the 
strain on the already-struggling behavioral health centers. One comprehensive 
behavioral health center that serves several counties reports recently spending 
$250,000 just to implement a necessary software upgrade. Because of its low 
profit margin, the center had to borrow the money from its line of credit. That 
expense does not take into account the purchase of new computers and the 
hiring of five fulltime staff members to do authorizations, utilization management 
and computer programming. To date, the center has invested about $500,000 to 
set up those systems and manage ongoing APS requirements.  
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The executive director of that center says it has very little room for added 
expenses because 77% of its revenue is from Medicaid, 10%-15% comes from 
state grants, and a “tiny” portion comes from private insurance. The strain not 
only affects patients but also the livelihood of almost 500 people employed by the 
agency.  
 
According to West Virginia State Auditor 
reports, more than $41 million was spent on 
APS-provided goods and services between 
October 2000 and the end of 2009.9 Though 
APS asked much of providers, the new 
system further undermined their work by 
denying reimbursement for services 
previously covered. In response, Judge Bloom ordered DHHR to hire an 
independent consultant to review APS guidelines and to loosen restrictions on 
these crucial Medicaid clinic and rehabilitative community-based services. 
 
“Now, at least it’s set up,” the executive director of one behavioral health center, 
says in discussing the burden imposed by APS. The director also notes that the 
APS-managed system is moving toward compliance with the new federal health 
care regulations. With the computerized system in place, the director says, 
providers are able to send required data and billing forms electronically to one 
consolidated point. For now. 
 
 
 
 

                                            
9 Glen B. Gainer III, State Auditor, West Virginia State Auditor’s Office, “Global FIMS Vendor 
Invoice Search Response,” APS Healthcare Bethesda Inc, 12/16/09 – 10/26/00. 

Though APS asked much of 
providers, the new system further 
undermined their work by denying 
reimbursement for services 
previously covered. 
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More Management, Less Care 
An ASO Plus Three HMOs 
 
Though Medicaid funding of behavioral health is already highly managed through 
APS, the state is introducing three more managers, along with two 
subcontractors, to administer these funds. These HMOs, which have been 
administering funds for physical care in West Virginia, include: Carelink, which 
subcontracts to Mental HealthNet; Unicare, which subcontracts to Magellan; and 
the Health Plan of the Upper Ohio Valley. 
 
With this shift, behavioral health providers will lose the benefit of the streamlined 
electronic systems they have paid to set up. On top of adding new points of 
contact, the HMOs are expected to require slower paper forms for prior 
authorizations. Providers will need to adapt to new procedures and standards 
and to adopt systems to accommodate new credentialing, authorization and 
billing forms—times three. Add in the current APS requirements, and providers 
will be managing four versions of all of these forms, some electronic and some 
paper.   
 
As hard as these transitions are for providers, vulnerable clients could find the 
complexities of new choices and benefits impossible to navigate. Jennifer 
Wagner, an attorney representing the petitioners in the Hartley case, says: 

 
”I am very concerned 
that people with 
psychiatric and 
cognitive disabilities 
will not be properly 
informed and 
assisted through this 

“I fear that this vulnerable population 
will be confused, have difficulty 
choosing a plan and enrolling, will be 
required to change providers, and 
will suffer gaps in services as a 
result.” – Jennifer Wagner 
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transition. I fear that this vulnerable population will be confused, have 
difficulty choosing a plan and enrolling, will be required to change 
providers, and will suffer gaps in services as a result. It is universally 
acknowledged that this is what happened with Mountain Health Choices 
for the supposedly “healthy” population. The need for meaningful 
outreach, assistance, and education is even more significant with the 
chronically disabled population DHHR is currently seeking to enroll in 
managed care, and no assurances have been provided that the 
transition will fare any better than with Mountain Health Choices. With 
the mentally ill population, these gaps in services will lead directly to an 
increase in involuntarily commitments.” 
 
  

Providers note that we already have managed care through the current ASO. An 
ASO and HMO work in essentially the same way, with one important exception. 
HMOs are risk-based, meaning they take on the risk of fluctuations in the cost of 
services, providing the state with a kind of insurance. And, as with insurance, risk 
coverage comes at a premium. The appeal of such coverage is understandable: 
the cost to the state is fixed—at least until the next rate increase, and liability 
presumably shifts to the HMO.  
 
These seemingly attractive features turn to 
red flags when we look at them more closely. 
Risk management is costly. Most HMOs are 
for-profit entities and, though they initially 
might pay more to absorb setup costs, they 
get the investment back when expenses go 
down. In addition, rate increases assure that the costs are covered, and 
whatever’s left over is theirs. Further, in exchange for their assumption of risk, 
they employ “capitation,” meaning they cap, at each clinic, the amount of money 
that can be spent for each patient. This shifts a new kind of risk to providers and 

This shifts a new kind of risk to 
providers and patients: providers risk 
loss of revenue, and patients risk 
loss of community-based functioning. 
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patients: providers risk loss of revenue, and patients risk loss of community-
based functioning.  
 
When health insurance is confusing, limiting and hard to navigate, high-
functioning individuals get annoyed. But barriers to treatment could be 
insurmountable to a person suffering from a disorder such as schizophrenia or 
severe bipolar illness. A fragile therapeutic alliance could break down, the client 
could fail to maintain a prescribed medication regimen or to recognize and 
manage the onset of a depressive phase. The harder it is to be seen by the right 
person at the right time, the more likely it is that such a client would 
decompensate. At the mercy of the mental illness, the individual could strain 
existing relationships, become isolated, depressed, aggressive, face 
homelessness or involvement in crime, either as a victim or a perpetrator. Such 
individuals often seek relief in destructive, dramatic or costly ways: by drinking or 
abusing unprescribed drugs, making repeated visits to the local emergency 
room, committing petty crimes in exchange for a bed in jail, or resorting to the 
ultimate cure: suicide. The “lucky” ones could be the patients who get committed 
to a costly psychiatric institution, where they at least receive treatment – only to 
start over, far from home.  
 
For community behavioral health centers, the level of management required to 
work with the multiple managing entities is difficult to comprehend. One center’s 
executive director explains that APS just added approximately 700 new data 
sets, which that center will still need to employ even as it incorporates systems to 
accommodate three new sets of HMO requirements. The director adds:  
 

“At the same time, APS is taking on the authorization and utilization 
management of the Title XIX Waiver program for the clients with 
developmental disabilities enrolled in that program. In addition, the new 
fiscal year state grant applications are due, the Hartley court order plan 
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needs to be developed and implemented to expand community-based 
services and stop the over bedding in the state and diversion hospitals, 
while we continue to provide services for the existing programs. 
Daunting.”    

 
Adding multiple points of contact to a system that is already burdened runs 
counter to the “administrative simplification” provisions of the Health Insurance 
Portability and Accountability Act of 1996 (HIPAA), and to West Virginia’s new 
credentialing verification law directed at streamlining and standardizing the 
state’s health care function.10  
 
With Medicaid reimbursement rates so low, the administrative burden gives 
behavioral health providers one more reason to opt out. This is especially true in 
private practices, which often lack the infrastructure to support these demands. 

This means fewer providers for 
the networks and less access to 
services to those who need 
them the most. 
 
Phyllis Gore, acting chief 
executive officer of Valley 
HealthCare System in 
Morgantown, discussed the 
problem in her May 2010 
presentation to the Legislative 

Oversight Commission on Health and Human Resources Accountability 
(LOCHHRA) interim committee: “Our concern here is that our clients are going to 
get the short end of the stick, because the HMOs will get their money. And every 

                                            
10 Centers for Medicare and Medicaid Services, “HIPAA 101 for Health Care Providers’ Offices,” 
https://www.cms.gov/EducationMaterials/Downloads/HIPAA101-1.pdf. 

“Our concern here is that our clients 
are going to get the short end of the 
stick, because the HMOs will get their 
money. And every time a dollar 
passes through a different hand, each 
hand is going to take their portion. At 
the end of the chain are the clients.” – 
Phyllis Gore 
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time a dollar passes through a different hand, each hand is going to take their 
portion. At the end of the chain are the clients.” 
 
Doing What They Do Worst, Part I   
Managing Behavioral Health Care 
 
It is no secret that HMOs save—and make—money by limiting services. 
Gatekeepers are employed to approve, filter out or ratchet down requests for 
services. And, while cumbersome for patients, this approach has certain benefits, 
at least in purely medical settings. For example, if the gate is monitored by a 
conscientious primary care physician, this provider has an opportunity to get to 
know the patient better and determine, for example, if specialist care or testing is 
necessary or if the problem can be handled in-house. This approach can indeed 
curtail unnecessary referrals and interventions—and save money, even for the 
subscriber. Yet, the model has been scrutinized due to incentives for denying 
care, high percentages of costs going to administration, and gatekeeping by 
HMO employees who are not behavioral health professionals in many instances.  
 
When services are constricted by HMOs, 
providers tend to maximize procedures 
associated with the highest profits, while 
reducing less profitable services. The 
problem is, services that carry the lowest 
profit margins for providers, such as day 
treatment and community supports, are often 
the most necessary for consumers disabled 
by severe and persistent mental illness. 
Though the state provides safety net funding 
through grants for these services, the amounts fall short of what is required to 
serve the total needs of a particular community.   
 

The problem is, services that carry 
the lowest profit margins for 
providers, such as day treatment and 
community supports, are often the 
most necessary for consumers 
disabled by severe and persistent 
mental illness. 
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The Health Employer Data and Information Set (HEDIS) is the most widely used 
"report card" for health plans in America. A study of HEDIS data from 384 HMOs, 
reported in the May 2002 issue of the American Journal of Psychiatry,11 revealed 
significantly lower scores on mental health care measures when contrasted with 
scores for physical care. The mean rate for mental health care performance was 
48.0%, compared with 69.2% for non-mental-health care. This difference makes 
sense when we consider that an HMO-approved primary care physician, not a 
behavioral health provider, is often the one responsible for identifying or 
evaluating mental disorders and determining the next step in treatment.  
 
While this study looked at mental health care scores in private-sector HMOs, the 
use of managed care for the more chronic and vulnerable Medicaid population is 
in an experimental phase. Of the three HMOs being introduced in West Virginia, 
only one – Unicare – is listed as an accredited Medicaid HMO provider on the 
National Committee for Quality Assurance (NCQA) Web site.12 The NCQA sets 
and evaluates standards for health care organizations throughout the nation. The 
site notes that, “by reporting the results of these evaluations to the public every 
year, NCQA informs the public and helps to drive the American health care 
system to a higher level of performance.”  
 
A closer look at the NCQA scorecard for the Unicare Health Plan of West Virginia 
reveals that, for health and wellness indicators, the HMO received only four out 
of a possible 12 stars. Without ratings from the other two HMOs, consumers are 
deprived of the ability to compare plans on quality standards set by NCQA. This 
is cause for concern, as confusion about plan options is a known barrier to 

                                            
11 Benjamin G. Druss, et. al., “Mental Health Care Quality under Managed Care in the United 
States: A View from the Health Employer Data and Information Set (HEDIS),” The American 
Journal of Psychiatry May 2002, 860-862. 
12 National Committee for Quality Assurance, “Health Plan Report Card,” NCQA.org, 2008, 
http://reportcard.ncqa.org/plan/external/PlanSummary.aspx?WipsPlanId=389. 
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continuity of services in vulnerable populations.    
 
It is unclear whether Carelink and the Health Plan of the Upper Ohio Valley are 
unlisted because they are not prepared to publicly share HEDIS data or because 
they cannot meet NCQA accreditation criteria for their Medicaid HMOs for other 
reasons. The American Journal of Psychiatry study of HMOs found that “failure to 
release data publicly is one of the strongest and most consistent predictors of 

poor performance on HEDIS.” 
Wagner notes the “lack of 
transparency” in DHHR’s 
decision to employ HMOs for the 
delivery of Medicaid. She says, 

“The only justification provided is that it will ‘integrate’ health care, without any 
meaningful explanation what that means or how that will be accomplished." 
 
Many critics note that true integration of health care is a goal rarely 
accomplished. In a 2009 report,13 the Medicaid Institute laid out a number of 
criteria for such integration but found that, “although there is a strong desire for 
physical and behavioral systems to be fully integrated,” none of the systems it 
reviewed met all or even most of these criteria.  And when subcontractors are 
used by HMOs to manage behavioral health, as appears to be the case with two 
of the HMOs taking on Medicaid delivery in West Virginia, this care is still 
managed separately. Wagner notes, “The only difference between that and the 
current system is an increase in administrative costs, so that dollars will be 
diverted from services to paying the multiple levels of managed care.”  
 

                                            
13 Melanie Bella, Stephen A. Somers, & Karen Llanos, “Providing Behavioral Health Services to 
Medicaid Managed Care Enrollees: Options for Improving the Organization and Delivery of 
Services,” Medicaid Institute at United Hospital Fund, June 2009. 

Many critics note that true 
integration of health care is a goal 
rarely accomplished. 
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Doing What They Do Worst, Part II 
Chronic Population, Rural State 
 
The application of the HMO model to Medicaid-funded behavioral health raises a 
number of additional concerns, including lack of experience, application of a 
medical model that does not translate well to this population, especially in the 
predominantly rural communities of West Virginia, and increased civil 
commitments.    
 
1. Lack of Experience: HMOs generally have no prior experience with clients 
disabled by severe and chronic mental illness. This lack of experience is 
reflected in the choice, by two out of the three plans, to sub-contract delivery of 
these services. By contrast, behavioral health providers are informed by 30 years 
of experience working with – and essentially living with – these clients in their 
natural environments.   
 
2. Return to a Medical Model: One rationale for the use of HMOs for Medicaid is 
that it allows the integration of medical and behavioral health treatment. The 
reality is that, when vulnerable and 
chronic patients are managed by a 
medically-oriented system, behavioral 
health is not integrated, but rather, 
subsumed under a model designed for 
different patients. One behavioral 
health center executive director 
illustrates the problem with an integrated system: “Someone with a bleeding 
artery is always going to get more attention than someone who needs to talk.” 
Historically, when care is rationed, mental health is rationed. The vulnerable 
client who needs to talk might not meet the restrictive criteria for “medical 
necessity,” that is, until the client decompensates—and then the client might 

“Someone with a bleeding 
artery is always going to get 
more attention than someone 
who needs to talk.” – Behavioral 
health care center director 
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meet the criteria for civil commitment. “It’s a catch-22,” the director says. “If 
you’re not crazy, you don’t get the service, and if you are crazy, you don’t get the 
service. You get committed.” This approach hearkens back to the old days when 
the clients suffering from severe and persistent mental illness were either 
overlooked or overtreated.  
 
The medical model is set up to restore patients to their previous level of health. 
For the chronically mentally ill, “previous” level of health might mean being at the 
mercy of a debilitating condition. 
 
The behavioral health center executive director also notes that money and staff 
resources are often wasted when these clients are treated in a medical setting, 
where the “physical illness may be factitious but the mental health problems are 
real. They go to the ER wanting attention, attention-seeking, med seeking, or 
perhaps frightened by a panic attack. Behavioral health can reduce costs of this 
kind of care, be more effective, and also reduce the patients’ anxiety by assuring 
them that they don’t have a serious medical condition.”   
 
3. Failure of HMOs in Rural Areas: In West Virginia, the second most rural state 
in the nation, 64% of residents live in communities of fewer than 2,500.14 Forty-
five of the state's 55 counties are designated as rural by the National Association 
of Counties.15 Because the state’s population is spread out—and often difficult to 
access due to the mountainous terrain—getting public assistance to eligible 
individuals is particularly challenging. 

                                            
14 West Virginia Rural Health Education Partnerships,” Models For Practice Focus Area: Access 
(Primary Care),” West Virginia University Health Sciences Center, 
http://www.srph.tamhsc.edu/centers/rhp2010/html/access/primarycare/westvirginia.htm. 
15 National Association of Counties Rural Action Caucus, County Data, “45 Rural Counties Found 
for West Virginia,” naco.org, 
http://www.naco.org/RuralTemplate.cfm?Section=RAC_County_Data&Template=/cffiles/rac/state
_srch.cfm.   
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The Lewin Group, a health care quality research firm, reviewed 14 studies on 
“Medicaid managed care cost savings” in 2004.16 While it did conclude that, 
overall, these HMOs were successful in saving money, it also noted that HMOs 
did not fare well in rural areas. The report says: “Rural settings pose daunting 
challenges to the managed care model in Medicaid (as well as for other payers). 

The limited number of providers 
can make development of a 
network problematic, and the 
market may be unable to 
provide the economies of scale 

that are achievable in more metropolitan areas.”  
 
While this study challenges whether it is even possible to sustain HMO networks 
in rural settings, it is also unlikely that HMOs would support the range of services 
that help mentally ill clients function in their natural environments. In rural 
settings, care provided by paraprofessionals is essential to the survival of 
behavioral health centers. With the proposed changes, these staff members 
would need to go through three separate credentialing processes and possibly 
meet requirements that are not realistic in these settings or relevant to a chronic 
population. A real concern is that addiction counselors who are certified but not 
licensed might no longer be eligible for Medicaid reimbursement. 
 
For true integration of behavioral and physical health, patients must have the 
option to receive both services during the same visit to a facility – and for that 
facility to be reimbursed for both services. For many payers, there are significant 
arbitrary state rules that prevent such dual visits. Transportation is an issue for 
many poor West Virginians and having access to both types of care in one visit 

                                            
16 The Lewin Group, “Medicaid Managed Care Cost Savings – A Synthesis of 24 Studies,” Mar. 
2009. 

“Rural settings pose daunting 
challenges to the managed care 
model in Medicaid.” – Lewin Group 
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could increase the likelihood that clients receive needed services and be 
compliant with care.  
 
4. Increase in Civil Commitments: A primary 
concern of the Hartley court monitor is that 
HMOs could contribute to increased civil 
commitments for individuals with severe 
and persistent mental illness. If an HMO is 
not contractually responsible for the costs, 
there is a built-in incentive for HMOs to 
passively use civil commitments as a way 
to shift costs to the state. Chris Koyanagi, 
policy director with the Bazelon Center for 
Mental Health Law, expressed concern 
that, for a managed care organization, “one 
of the cheapest ways to provide services is 
not to work with someone and help them 
understand their illness and provide 24-hour case management while they go 
through the various crises. The simple way would be to just slap a commitment 
order on them and get them in the hospital, get them on the drugs you think are 
going to work.”  
 
A report issued by the U.S. Department of Health and Human Services, “Civil 
Commitment under Medicaid Managed Care,”17 addressed the related concern 
that HMOs, through strict credentialing criteria and narrow definitions of “medical 
necessity,” could deny the supportive services needed to sustain mentally ill 

                                            
17 Garrett E. Moran, Cynthia Robins, & Seth Kurzban, “Civil Commitment Under Medicaid 
Managed Care,” Substance Abuse and Mental Health Services Administration (DHHS Publication 
No. [SMA] 00-3455), 2000. 

“One of the cheapest ways to provide 
services is not to work with someone 
and help them understand their 
illness and provide 24-hour case 
management while they go through 
the various crises. The simple way 
would be to just slap a commitment 
order on them and get them in the 
hospital, get them on the drugs you 
think are going to work.” – Chris 
Koyanagi 
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clients in the community. Without these services, a client’s functioning is much 
more likely to worsen and lead to civil commitment.  
 
In addition to the life-limiting nature of inpatient treatment, the process of being 
committed is often traumatic for the patient. Police officers might be aggressive, 
wait times are often extensive, and having to appear at a court hearing at which 
family members testify can be upsetting and hurtful. 
 
Civil commitment, though sometimes necessary, is a serious action that 
undermines what we as Americans value most – our freedom. Commitments are 
expensive, financially, psychologically, and socially.  
 
Unfortunately, these issues have not been discussed at meetings of the West 
Virginia Comprehensive Behavioral Health Commission or the West Virginia 
Medicaid Advisory Panel. Nor can they be found in the Public Consulting Group’s 
report commissioned by the DHHR. One way to get people involved is to follow 
channels established by law for Medicaid, but they have not been used. 
 
The Cost of “Savings” 
An Expense Diverted is Not an Expense Saved  
 
From a pure cost perpective, adding new layers of administration to limit services 
is problematic in the following ways: 

 

1. The current managed care provider, APS, works on a fee-for-service basis. 
By contrast, HMOs place a cap on services to contain costs—while paying 
gatekeepers and administrators and maintaining profits. Looked at from a 
services-provided perspective, HMOs cost more.  
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2. In exchange for assuming the risk of cost fluctuations, HMOs set their fees 
to assure a net gain. In other words, they charge the state for insurance. If 
the costs are lower than the fee set by the HMO, the HMO gets to keep the 
difference; if the costs are higher than the premium, the HMO raises its fees 

when the contract is 
renewed. The insurance 
built into the HMO 
premium is no bargain—
the state ultimately foots 
the bill for HMO profits. 

3. Setting up new delivery systems costs money. Millions have been spent on 
APS; setting up three HMOs for Medicaid delivery could increase the cost 
exponentially. Assuming the state provides the essential service of helping 
patients and families navigate the complexities of the multiple-choice 
system, this would be an added expense.  

 

4. Of HMO-related expenses, the most daunting come from diversion of care 
when the services they deliver are insufficient. HMOs reduce costs by 
reducing services. When services are capped and administration costs 
increase, independent providers lose money and stop taking Medicaid. 
Community behavioral health centers pare down services or go out of 
business. Without these supports, the chronically mentally ill become 
subject to their mental disorders and go elsewhere for relief. Diversions are 
costly. Examples of the fallout include: increased emergency room 
admissions; inappropriate, repeated or prolonged medical treatment; civil 
commitments to costly inpatient facilities; increases in the numbers of 
mentally ill in jails and prisons; and increased crime and substance abuse.  

The insurance built into the HMO 
premium is no bargain—the state 
ultimately foots the bill for HMO 
profits. 
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5. If paying for civil commitments is not a contracted responsibility of the 
HMOs, there is a built-in incentive for these organizations to limit the care 
that would keep clients from requiring commitment. When this is the case, 
commitments increase and the state has no choice but to pick up the tab. 
According to a report in the 
Sunday Gazette-Mail in 2007, 
the state was paying out over 
$200,000 per year per person for 
treatment in a state hospital, 
while a story in the same paper 
two years earlier indicated that 
community-based treatment was 
costing the state an estimated 
$8,500 per year per person.  

6. Added to the high cost of state hospital treatment, the cost of care diverted 
to private psychiatric hospitals raises the tab significantly. The 2007 Sunday 
Gazette-Mail report indicated that state hospital over-bedding had forced an 
estimated 100 patients per day to be diverted to private psychiatric 
hospitals, escalating costs to as much as double that of state hospitals.  

7. Funding these diversions also costs more to the state because the federal 
government does not chip in, as is the case with Medicaid. For every 
Medicaid dollar spent by the state, three more come from federal funds.   

 
Cost savings is a legitimate concern in these economically challenging times, 
which is one reason why any proposed change should be carefully scrutinized. 

Community-based behavioral 
health care is a good deal, for 
the state budget and for 
patients, and any action that 

threatens the availablity of this care is financially irresponsible. Perhaps we can 

If paying for civil commitments 
is not a contracted 
responsibility of the HMOs, 
there is a built-in incentive for 
these organizations to limit the 
care that would keep clients 
from requiring commitment. 

“An ounce of prevention is worth a 
pound of cure.” – Benjamin Franklin. 

6/18/10 



 22

benefit from the words of that wise financial advisor, Benjamin Franklin: “An 
ounce of prevention is worth a pound of cure.” But in this case, the pound spent 
is not a cure at all. 
 

Recommendations 
Before authorizing any new system of Medicaid delivery, DHHR must provide 
clear rationale for the proposed changes, involve consumers and providers in 
decisions, and test whether new systems will actually deliver what is promised. 
The following recommendations are seen as minimal criteria for approval of new 
behavioral health care delivery systems for Medicaid-eligible individuals. If these 
criteria are not fulfilled, the changes proposed by DHHR should be terminated.       
 

1. Increase transparency as proposed changes in Medicaid delivery are 
investigated and discussed, and broaden the discussion to include 
providers and recipients of care. Reviews have found that states that used 
an open planning process had smoother transitions, better programs, and 
encountered less resistance. 

 
2. If integration of primary care and mental health care is the goal, primary 

care physicians must become true medical homes, as defined by the 
NCQA. This can only be accomplished if data evaluation and care 
management are integrated.  

 
3. Use consumer and provider focus groups and pilot studies to assess the 

effects of these programs before implementing them. The failure of 
Mountain Health Choices is evidence of what can happen when a new idea 
is implemented before we know if it’s a workable idea.    

 
4. HMOs should adopt West Virginia’s state and Medicaid clinic and 

rehabilitation licensing and credentialing processes rather than having West 
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Virginia adopt the licensing and credentialing processes of HMOs. 
 

5. Get feedback from the perspective of consumers: What would help you 
choose a plan? What sign-up instructions work best for you? What services 
help you most? 

 
6. Investigate how systems for electronic data transfer can be used and kept 

simple. Draw on the accumulated knowledge of providers who have 
implemented and used these systems.   

 
7. Develop and publish specific outcome measures to evaluate the 

effectiveness of HMO care for those disabled by mental illness. Unlike 
medical outcomes, which are more resolution-oriented, these outcome 
measures would focus more on day-to-day functioning and ability to remain 
in a less-restrictive setting.   

 
8. Include, in any managed care contract, provisions for the payment of court-

ordered services such as court-ordered inpatient or diversionary treatment.   
 

9. Obtain from community behavioral health providers a list all of the services 
and providers, professional and nonprofessional, needed to provide a 
strong community support structure for the mentally ill. Evaluate the 
capacity of the HMOs to support this structure, and address discrepancies 
in contract negotiations. 

 
10. Protect providers’ reimbursement for all current services at the current 

Medicaid rate for the next year. Providers believe that current services 
should continue to be reimbursed at least at the same rate, not just during 
the next year, but also for the foreseeable future.  
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11. Move slowly, gradually phasing in changes to allow providers and recipients 
a chance to adapt, ask questions, and “work the bugs out” as new systems 
are introduced.  

 
12. Redefine “medical necessity” to include behavioral health conditions. 

Consider, as Iowa did, expanding the definition to include “psychosocial 
necessity.”18 

 
13. Reexamine the meaning of “integrated services” in the light of 

subcontracted services, medical primary care, and utilization of behavioral 
health services.  

 
14. Require HMOs to pay for medical and behavioral health services when both 

are scheduled on the same day, and build in assurances that primary care 
is not assumed to be primarily medical care.  

 
15. The state should publish on its Web site the HEDIS data for the plans. Data 

from the last three years should be made available by June 30 and then on 
an ongoing basis as soon as the data are presented to the state. 

 
16. All behavioral health providers, especially those having tele-health 

capability, should be able to participate, since access to health care 
providers is limited in a rural state like West Virginia.  

 
 
Laurie Helgoe, Ph.D., is a psychologist, consultant and author of five books. She 
serves as a clinical assistant professor at the West Virginia University School of 
Medicine-Charleston Division. Dr. Helgoe researched and wrote this report for 
the West Virginia Behavioral Healthcare Providers Association. 

                                            
18 Moran, 23. 
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