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Governor Paterson’s recommended budget for the 
Office of Mental Health for 2009-2010 is a good, 
tough proposal. You will want to hear about the im
plications of both cuts and spending. However, it is 
essential to set the stage by reviewing the impact and 
significance of mental illness, as well as the status of 
mental health care in New York and our efforts to 
improve it. We must also be aware of the scope and 
urgency of the economic challenges we face, and the 
possibilities that are raised by the presence of a new 
Administration in Washington that is attuned to the 
need for health care reform. The proposed OMH 
budget reflects and responds to all of these challenges 
and opportunities. 

The scope and significance of mental illness often es
capes us individually unless we or someone close to 
us is touched by it; both mental illness and mental 
health care lie behind a veil of stigma. Similarly, de
spite the enormous cost and impact of our mental 
health system, it is generally not a high public prior
ity, except at those times when crises or incidents de
mand our attention. When this occurs, for example 
with public awareness of the behavioral health im
pact of war and how hard it is for our military fami
lies to get care, we have an unpleasant example of 
what people with mental illness and their families 
confront daily. 

Mental health problems are prevalent and troubling, 
with one in ten New Yorkers affected by mental ill
ness that is serious enough to affect functioning 
every year. Gaining access to good care is like run
ning the steeplechase; there are many obstacles (rec
ognizing the problem when its very symptoms can 

impair judgment, getting past the shame and stigma 
to seek help, dealing with insurance limits and obsta
cles, finding the right provider, and sticking with 
treatment when the response may be slow, incom
plete, and uncomfortable). 

Because of these obstacles, we now understand that 
although the average age at which mental health 
problems first appear is 14, the average delay in en
tering care is nine years. This is a long time to live 
with problems that can get worse without the right 
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care, and adolescence and early adulthood are the 
worst time for them to emerge. These dynamics con
tribute to mental health concerns being a leading 
reason for school failure, the leading cause of adult 
disability, and the third leading cause of death (via 
suicide) of y  oung adults. Additionally, we are aware 
of the pervasive impact of offenders with mental ill
ness at every level of the criminal justice system, and 
the fact that individuals with mental illness are 
grossly over-represented among the chronically 

 homeless. When it comes to mental health, the 
phrase “you can pay me now, or you can pay me 
later” is all too true. 

Given the substantial and tragic impact of mental ill
ness, where the cost in lost wages alone is about 
$200B annually in the United States, we would do 
well to understand what excellent care looks like, and 
how we are doing in New York and the United States 
to provide it. Many of the dimensions of good care 
are as well known as the failure to provide it is stark. 
These challenges are at the heart of our efforts to im
prove mental health care in New York, and are re
flected in this proposed budget. 

Early access to care 

The delay in identifying problems and entering care 
is an obvious example; a nine year delay would be 
flat out unacceptable for any other health condition, 
even ones that are far less serious. But the challenges 
in solving this problem are immense. To do better, 
for example, we would identify children with emerg
ing behavioral problems in early education, and pro

vide them with immediate support-and perhaps 
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even more importantly, we would provide their par
ents with “Super Nanny” style education and assis
tance. Instead, a study by the Yale Child Study Center 
estimates that more young children are expelled 
from preschool settings for misbehaving than from 
all the public schools. This is but one example of the 
challenges in providing early access; I will discuss our 
initial recommendations (emerging from our path-
breaking Children’s (Mental Health) Plan) later in 
my testimony. 

Good care is personalized, continuous, and integrated 

We now know that, to quote former First Lady Ros
alyn Carter  , “recovery is possible for anyone with a 
mental illness.” Therefore, the mental health field re
jects the idea that mental illnesses are “chronic” with 
its implication that things will inevitably get worse 
and that there is not much an individual can do 
about it. On the other hand, the evidence does con
firm that most mental health problems are long-
term and episodic. Like other illnesses (e.g., diabetes, 
multiple sclerosis) there may be times when a per
son seems in very good health and other times when 
the illness “takes over.” Learning to manage the 
symptoms and adjust one’s life to cope with the ill
ness is the essence of recovery  . And the single most 
important aid to recover  y — after one’s own aware
ness — is a continuous relationship with a trusted 
health professional. 

The structure of  American health care, our bias in 
New York toward inpatient and “episodic” acute care, 
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and the sheer size and complexity of New York’s 
mental health “system” militate against continuous 
healing relationships. In many cases care may start in 
a general medical setting (e.g., a pediatric or medical 
clinic) but then move to a separate mental health 
program. Hospitalization when the illness is out of 
control is perfectly appropriate but may disrupt a liv
ing situation, and result in discharge to a different 
provider. The Depression and Bipolar Support Al
liance (a well respected national self-help, peer sup
port and advocacy organization) has found that it 
takes people on average over 10 years to find the 
right “cocktail” of medications to manage bipolar 
disorder with reduced symptoms and acceptable side 
effects. Discontinuous care is not a good recipe for 
developing a good rapport with a health professional 
and for lear  ning self-management. We have major 
work to do to reduce barriers to continuous care that 
engages people in finding solutions in their own life. 

Emphasis on “living, learning, working 
and participating fully” in one’s community 

The episodic and long-term nature of most menta
illness means that learning how to live one’s best l
with the illness is the essence of recovery. The best
treatments that are available (e.g., medications, ap
propriate psychotherapy) do not cure the illness, b
rather help with it’s symptoms. Thus, the best care
helps people figure out how to live their lives, buil
ing on strengths and working around sympto  ms. 
mental health care has been increasingly financed
a health insurance model, attention to treating 
symptoms has often driven out approaches that d

not seem “medically necessary” even if in the long 
run they are more effective. Thus, while success in 
school is urgently important for children, mental 
health treatment focuses on symptoms rather than 
school success. Meanwhile, the disconnect between 
educators and treatment contributes to the sad fact 

l that children receiving special education “emotional The episodic 
ife disturbance” services have the worst educational out- and long-term nature 
 comes among all students with disabilities. Similarly, of most mental illness means 
 while holding down a job is critical to adult success, that learning how to live one’s best life 
ut employment services are not covered by Medicaid, with the illness is the 
 while people with a mental illness have the worst essence of recovery. 

d outcomes in vocational rehabilitation servic  es. An in
As surance driven model also cannot comfortably reim
 on burse for self help and peer support, although these 

approaches are preferred solutions for many individ
o uals, with known effectiveness. 

Successful engagement and or treatment is anything but assured 
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Later in my testimony, I will discuss our approaches	 
to addressing these long-standing problems. They	 
represent the core challenges we must confront, and 
budget limits must not be deter us from trying to	 
solve these systemic challenges that result in wasted	 
dollars and lost lives.	 

The core mission of OMH	 

As we seek to address these fundamental problems,	 
we are grounded in our statutory mission, whic
fines the “safety net” role of OMH and the services 
we provide and oversee. In general, these services ar
properly oriented toward adults with serious and	 
persistent mental illness, and 
children and youth with seri
ous emotional disturbance. 
For the majority of people 
who receive any mental health 
treatment, it  starts and ends 
without ever seeing an OMH 
operated, funded, or regulated 
program. Instead, they receive 
a prescription from a pediatri
cian or other physician, or per
haps see a private therapist. 
While there are limits to the 

 quality of care that a non-spe
cialist can provide-especially 
for more serious conditions-
care in the general medical sec-

tor is the norm for people who get any mental health 
care at all. 

When things get more serious, and especially when 
the impact of mental illness is so severe that it im
pacts functioning (family, school, work), people tend 
to  “fall into” the OMH safety net of programs oper
ated by hospitals, counties, non-profits and OMH it
self. This division of labor is both appropriate (the 
state should be oriented to those most in need) and 
also inherently problematic (moving between levels 
of care is inconvenient at best and seriously disrup
tive at worst). 

This illustrates how the overall health care system is 
both a preferred and problematic location for mental 
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health care, and why national health care reform 
must include and address problems in mental health 
care as a central issue. Care in the general medical 
sector is often preferred by patients (it is more con
venient and less stigmatizing) but it often fails. Prob
lems include insurance and expertise limits and the 
adequacy of reimbursement for mental health care 
within primary care (e.g., the extra time needed for 
the thorough history needed for a pediatrician to 
make an accurate diagnosis of ADHD, and then for 
the time needed to coach parents in how to best par
ent a child with attention problems-not just to pre
scribe medication). 

These challenges illustrate how OMH must work to 
preserve core “safety net” functions for those most in 
need, while simultaneously working to improve care 
“upstream” (as illustrated in the Children’s Plan). 
The central implication in this budget is our effort to 
preserve safety net programs while simultaneously 
restructuring for efficiency. 

The crucial and challenging role of Medicaid 

Nationally and in New York, Medicaid has become 
the largest payer for mental health care. Medicaid 
pays for mental health care in multiple ways: As the 
dominant funder of care for OMH provided and 
regulated services, as the primary payer of specialty 
mental health services within the Department of 
Health overall Medicaid program (e.g., inpatient and 
general hospital outpatient psychiatric care) and for 
people with a mental illness within the overall health 

care system (e.g., medications) and long term care 
system (e.g., nursing homes, home care). 

Medicaid’s role has brought huge benefits and huge 
challenges to New York’s mental health system. On 
the one hand, federal participation has allowed ex
pansion of care far beyond what the state could 
provide otherwise. On the other hand, Medicaid’s 
benefit for mental health care is subject to arbitrary 
federal policy (e.g., Home and Community Based 
Services waivers like the successful NYS CARES 
program for individuals with a developmental dis
ability are not available for adults with a mental ill
ness). Additionally and as described above, 
Medicaid’s health insurance focus has made it very 
challenging to provide supportive and rehabilitative 
services. Additionally, the Bush Administration’s 
leadership of Medicaid has been problematic, with 
dilatory review of proposals for change that has im
peded some of New York’s efforts to bring about 
improvements in care. Finally, the complexity of 
Medicaid itself has interacted with the complex and 
dispersed nature of New York’s mental health sys
tem to greatly increase fragmentation of care, and 
make accountability more complex. 

For all of these reasons, there can be no fundamental 
improvement in mental health care in New York 
without extraordinary collaboration between OMH 
and DOH/Medicaid. Similarly, DOH goals for health 
care reform cannot be fully achieved without collab
oration and attention to mental health issues in 
Medicaid. OMH has been working intensively with 
DOH on a mutual reform agenda to begin to address 
these challenges, and many aspects of this joint re-
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form agenda are reflected in this budget. These chal
lenges include: 

◆ Irrational, inconsistent, unsustainable, and ineffi
cient reimbursement for outpatient clinic care. 

◆ Overutilization of inpatient care is driving access 
problems. Fiscal stressors are contributing to clo
sure of general hospital psychiatric units. There 
are excessive demands on emergency rooms. 

◆ Coordination of care (among mental health 
providers, between medical and mental health 
providers, and especially for individuals with mul
tiple needs) requires additional improvedment. 

◆ NYS has historically emphasized setting-specific 
treatment services, and does not achieve ade
quate levels of rehabilitation, less expensive self-
help and peer support, involvement of families, 
care coordination and care management. 

A demanding reform agenda,  
especially for a challenging budget 

This is a difficult and important time for New York’s 
mental health system; almost everything is under re
form simultaneously, while day-to-day work remains 
challenging and the external environment is getting 
more difficult. Reducing the growth of spending is 
imperative; doing it in a way that does not cause re
form to stall is just as urgent. Major and cross-cut
ting reform efforts now underway include: 

Increasing the productivity and focus of OMH hospitals 

OMH’s Psychiatric Centers (hospitals) are the ulti
mate “safety net within the safety net,” providing the 
most intensive care for the individuals with the most 
intractable mental illness.  All categories of hospitals 
(child, adult, forensic) provide both inpatient treat
ment and community care programs (in the case of 
the forensic hospitals,  “community care” is provided 
within Department of Correctional Services-DOCS) 
prisons. The bulk of OMH State Operations re
sources and services are devoted to adult services, 
with 4,000 current hospital beds and over 20,000 in
dividuals cared for in community programs. 

Historically, the adult hospitals evolved from the asy
lums of the 19th and early 20th century to full serv
ice facilities.  Within the last 20 years, driven in part 
by the availability of Medicaid reimbursement for 
short-term psychiatric treatment (mostly in general 
hospital units), New York — like some other states — 
sought to meet the need for brief hospital care in 
general hospital units while carving out a “back-up” 
intermediate or long term role for the adult hospi
tals. This arrangement in some ways has served the 
state reasonably well. Many OMH hospital beds con
tinue to be occupied by individuals who remain 
there due to lack of housing, intensive community 
services, or simply by reputation — despite OMH’s 
best efforts. Ironically, the longer one stays in a hos
pital, the harder it can be to leave, as skills of com
munity living are eroded by the routines of 
institutional life.  As a result, these intensive services 
are often inaccessible, leading some to observe that 
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“it’s easier and quicker to get into Harvard than a 
state hospital.”  

Increasing the efficiency and accessibility 
of inpatient care 

Over the past year, OMH has begun increasing the 
efficiency and accessibility of inpatient care. Dur
ing 2007, OMH adult hospitals admitted about 3,667 
individuals into about 4,000 beds.As  a  result,  the 
total number of adult admissions during 2008 was 
4,212, a 14.9% increase over 2007.  At the same 
time the census declined by 215 or 5.5%.  

We are now extending this focus to ensure that hos
pital-operated community services are delivering 
maximum value, and complimenting community 
services provided by non-profits and general hospi
tals. Examples of these high-impact community 
services include children’s day treatment/school 
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programs that provide an alternative or a bridge to 
successful community life for hospitalized youth; 
on-grounds residential programs that care for indi
viduals with multiple needs; and intensive mobile 
treatment teams that work with high need individ
uals. During 2009, improving the focus and effi
ciency of both inpatient and community services 
will be a focus of local services planning with the 
County Mental Hygiene Directors. 

Medicaid mental health reform 

The most complex, and perhaps the most urgent 
strand of reform for OMH, concerns Medicaid fi
nancing. Reform must be planned and coordinated 
carefully with DOH/Medicaid, recognizing the paral
lel challenges and agendas of mental health and 
health reform. Reform during a very challenging 
budget environment is doubly difficult; the conven
tional wisdom has been that change must be paid for 
with more money. 

Medicaid mental health reform was launched suc
cessfully last year, with changes in the financing, reg
ulation and emphases of clinic mental health care. 
Consistent with overall health care reform, these 
changes were designed to increase access to ambula
tory care, ultimately reducing the need for hospital 
care. Changes in the past year reduced and removed 
regulatory barriers to clinic expansion and began to 
attenuate the corrosive effects of the complex 
“COPS” supplemental rate strategy-developed years 
ago as an alternative to general fund budget cuts. 

These initial reform steps position OMH and its 
providers to begin movement into a second, multi
year phase of reform. The focus of this approach is 
to move toward a consistent and more uniform re
imbursement strategy that allows the system to be
come compliant with the financing requirements 
of HIPAA-the Health Insurance Portability and Ac
countability Act. HIPPA requires health payers to 
pay for discreet services, rather than the current 
OMH approach that involves the same payment 
approach for a doctor’s visit as one to a therapist, 
and for a complex evaluation session as for a rou
tine visit. OMH has been working with all stake
holders over the past year to design the parameters 
of this approach-the same methodology (termed 
Ambulatory Patient Groups or “APG’s) that is 
being phased in this year for general health 
providers in Medicaid. The highlights of the plan 
are: gradual implementation beginning late in 
2009-2010, a four year phase-in to assist providers 
in adapting, consistent rate structures that differ
entiate (e.g., among downstate and upstate 
providers), and payment rates that are linked to the 
complexity of the service being delivered. 

While reforming reimbursement for Medicaid out
patient services, DOH is also collaborating with 
OMH to create a reimbursement pool for uncom
pensated care (medically necessary mental health 
treatment for individuals who are not Medicaid eligi
ble) to improve the adequacy of and consistency in 
reimbursement of mental health services to individ
uals enrolled in managed care plans, and to manage 
the transition to this new system. 
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A second challenging problem at the interface of 
DOH and OMH responsibilities relates to psychiatric 
inpatient care.  As described above, most short-term 
hospital treatment of acute mental illness is now pro
vided in general hospital psychiatric units, not in 
state hospitals. Medicaid is the largest payer of this 
care.  And there are many problems. Despite high 
numbers of beds and high expenditures compared to 
other jurisdictions, access to acute psychiatric inpa
tient care is frequently hard to achieve, because pa
tients stay longer on average in NYS units than they 
do in most other states. Problems in finding hous
ing-a necessity for stable adjustment post discharge-
is a leading cause of long stays.  Access problems 
mean that many psychiatric patients are stuck in 
crowded emergency rooms. Hospitals that have spe
cialized psychiatric emergency rooms (Comprehen
sive Psychiatric Emergency Programs or CPEPs) are 
often overcrowded as well. Emergency departments 
without separate psychiatric facilities are often dis
turbing environments for people in a psychiatric cri
sis, and their presence can greatly complicate delivery 
of other emergency medical care. Finally, for patients 
who are treated in and discharged from Medicaid-
paid inpatient psychiatric care, the readmission rate 
within 30 days in NYS is much higher than national 
norms, suggesting problems in connecting these in
dividuals to needed follow-up care. 

Fiscal problems are also prominent. The payment sys
tem for Medicaid inpatient psychiatric care remains 
antiquated, flawed, and arbitrary. This contributes to a 
pattern of hospitals closing psychiatric units, a recur
rent theme across NYS. Psychiatric care is reimbursed 
at lower rates than other medical specialties, and a 

higher proportion of patients are uninsured. Medicare 
still retains arbitrary limits on psychiatric inpatient 
care.  All these factors contribute to financial instability 
of psychiatric units, and resulting closures that deprive 
communities of urgently needed care. 

OMH and DOH are advancing a multi-path strategy 
to begin to address these problems. OMH is inti
mately involved in these reform efforts reflected in the 
DOH budget.  A first proposal is to overhaul reimburse
ment for acute inpatient psychiatric care in Medicaid. 
Reform should make reimbursement more adequate 
and equitable; it should favor highly accessible care 
over inefficient, long stay care.  A modernized ap
proach to reimbursement of acute psychiatric care in 
Medicare-developed with significant input from New 
York hospitals-offers an attractive alternative.  Second, 
OMH and DOH will work to develop alternatives to 
costly and ineffective repeat emergency room use. As  in 
other areas of acute medical care, a small percentage 
of individuals use a high volume of emergency room 
and acute inpatient treatment (psychiatric, medical, 
alcohol and drug treatment) because their ongoing 
treatment is not adequate.  We will address, and evalu
ate the benefit of, alternative care for these individuals 
who will be identified by emergency department staff 
and through examination of patterns of expensive 
and repeat care. 

The problem of some individuals receiving “too 
much” expensive medical care that fails to address 
and stabilize underlying health problems is not 
unique to mental health care; it is a central challenge 
and failure of  America’s fragmented and high-tech 
health system. This problem is prominent for indi-
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viduals who have multiple long term or “chronic” ill
nesses. People with serious mental illness are over
represented in this group for several reasons: Their 
physical health is often greatly compromised (due to 
high rates of smoking, poor diet and exercise, indif
ferent medical care and tragically, the side effects of 
psychiatric medication treatment). For these reasons, 
approaches to integrate, coordinate and monitor the 
overall care of people with serious mental illness are ur
gent, and we are addressing them on multiple fronts. 
These include: 

◆ Coordination of care pilot projects — The OMH 
Budget proposal continues funding for two 
managed care pilot programs. These programs 
will seek to improve outcomes for individuals 
with mental illness who are also part of Medi
caid Managed Care programs. Additionally, the 
DOH recently announced regional demonstra
tion projects to address complex health care 
needs and social barriers to care for chronically 
ill Medicaid beneficiaries. Some of the organi
zations selected for participation in these 
demonstration projects serve individuals with 
serious mental illness. 

◆ PSYCKES (Psychiatric Clinical Knowledge Ex
change System) —is a path-breaking initiative 
that supports both clinical decision making and 
quality improvement. PSYCKES provides pre
scribers and treating clinicians with access to 
Medicaid data for their patients and expert med
ical guidance on two major prescribing chal
lenges in treating adults and children: Reducing 
questionable “polypharmacy” (the use of multi

ple medicines) and decreasing cardiometabolic 
risk. PSYCKES is now being implemented in over 
345 clinics in New York State. During 2009-2010, 
PSYCKES will expand to address additional qual
ity concerns, and access will be provided to addi
tional treatment settings and to consumers as 
well. Individuals with mental health problems die 
an estimated 25 years earlier than other individu
als without mental illness. Much of this is attrib
utable to health risks such as diabetes, obesity, 
high blood pressure and smoking. By using PSY
CKES, physicians caring for these individuals will 
be able to better manage prescription treatments 
while remaining vigilant about the additional 
health risks posed by some medications. 

◆ Intensive Care Monitoring —During 2008, 
OMH participated in the NYS-NYC Mental 
Health/Criminal Justice Review Panel, ap
pointed by the Governor and Mayor Bloomberg 
to review incidents of violence and criminal jus
tice problems involving people with a mental 
illness. A key recommendation of the Panel was 
development of a database to track and follow-
up on patterns of problematic care (e.g., gaps in 
care, frequent emergency room visits) for peo
ple with substantial histories of mental health 
care who should be receiving intensive care. The 
recommendation followed from a finding that 
some such individuals were involved in inci
dents after lapses in care. The first phase of this 
initiative will be put in place during 2009-10, 
and provides another vehicle for monitoring 
care of people who need it, and may be at risk 
without better engagement in services. 
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◆ Improving care coordination for people with men
tal illness enrolled in HMOs. —DOH and OMH 
are working together to improve the adequacy 
and coordination of care for people enrolled in 
HMOs and also receiving community mental 
health care. This work seeks to improve:  Ade
quacy of care networks, appropriateness of re
imbursement patterns for providers, and 
coordination of mental health and other health 
care. It will be carried out collaboratively by the 
state agencies with plans and providers. 

Expanding housing while reforming models 

New York’s investment and expertise in community 
mental health housing leads the nation. Models such 
as “Housing First” (which recognizes that treatment 
of homeless individuals with mental illness often can
not commence until they are safely housed) and Sin
gle Room Occupancy (SRO) supportive housing 
programs that provide efficiency apartments with on-
site supports have been developed in New York and 
copied across the country. The path breaking “New 
York/New York” housing agreements between NYS 
and NYC will perhaps be considered as a national 
model, with NYC Housing Commissioner Shaun 
Donovan the secretary-designate of the Department 
of Housing and Urban Development (HUD). 

But despite these successes, NYS faces enormous 
challenges in housing for people with mental illness. 
These individuals are uniformly indigent (85% un
employed, and most relying on Supplemental Secu
rity Income (SSI) which provides a monthly subsidy 

of about $700). In most of NYS, basic rental of a 
one-room apartment costs more than these individ
uals total income.  Worse, the supply of very-afford
able housing is eroding due to changes in the 
housing marketplace. Tens of thousands of people 
with a mental illness are stuck in hospital units, 
homeless shelters, adult homes or leaving correc
tional facilities annually; many more are living with 
over-extended families or friends. 

Additionally, many of the residential services that 
NYS created over the years (e.g., group homes) have 
turned out to have limited utility over the long term. 
Useful for individuals in transition or with signifi
cant disabilities, they tend to become de facto perma
nent housing, because other options for housing or 
supports are not available. 

OMH in collaboration with other agencies and its 
provider community is working to address these 
complex challenges. To improve the supply of hous
ing and to reduce reliance on stand-alone mental 
health housing, we are pursuing joint development 
of mixed used housing with HFA and DHCR. To im
prove the flexibility of current arrangements, we are 
exploring the selective conversion of group homes to 
permanent supportive housing.  All of these develop
ments are proceeding well yet all are exceedingly 
complex. Financing housing development in a way 
that viably integrates tax credits, bond funds, private 
investment and other sources of capital is challeng
ing under the best of circumstances and even more 
so in a credit crunch. Financing the operation and 
maintenance costs is just as important and just as 
complex. Stigma continues to impede and slow 
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down housing development, even though the track 
record demonstrates that supportive housing devel
opments are good neighbors that tend to improve 
neighborhood property values. And financing the 
services that individuals need to “make it” in normal 
housing involves a complex mix of Medicaid, state, 
local and private funding streams. 

Sustaining the development of supportive housing 
and the reform of finance and support models is 
much more challenging in an environment of budget 
cuts and project by project review and approval. In 
this budget, we nonetheless seek to accomplish this 
delicate task. Specifically all housing developed under 
the NY/NY III agreement will proceed as will projects 
where sites have been secured. Resources appropriated 
in the 08-09 budget to develop supported housing will 
be used in part to expand the array of supported 
housing and in part to create a new and more flexible 
housing subsidy program during 2010-2011. 

Multiple interagency coordination 
and collaboration initiatives 

Although the collaboration between OMH and 
DOH/Medicaid is critical because of interdependen
cies related to consumer needs and Medicaid reim
bursement, OMH is involved in a dizzying array of 
other interagency collaborations. These efforts in
volve a greater number and complexity of collabora
tive efforts than is typical for most agencies. But they 
are necessary because people with mental illness are 
involved in the work of many agencies, including 

schools, health care, human services, housing/home
lessness, disability/income support and criminal jus
tice agencies, and others.  A complete inventory of 
these efforts is beyond the scope of this testimony, 
but several examples that are significant and timely 
deserve mention. These include: 

Development and initial implementation 
of the Children’s (Mental Health) Plan 

In October 2008, OMH with eight other child-serv
ing state agencies submitted the first comprehensive 
Children’s Plan to Governor Paterson and legislative 
leaders. The Plan was tasked to OMH by the Chil
dren’s Mental Health Act of 2006, but completed col
laboratively because children’s development and 
mental health issues are a major concern for every 
child-serving system. From early educating to parent
ing, from pediatrics to the schools, from foster care to 
juvenile justice— children and youth with behavioral 
problems are a major concern.  And in each of these 
areas, collaboration is required to address the prob
lem. To take just one example, a study by the Yale 
Child Study Center found that more young children 
are expelled from preschool settings than from the 
public schools. The data also shows that the presence 
of behavioral/mental health consultants in these set
tings significantly reduces expulsions, allowing chil
dren to stay and succeed in the developmental 
programs they need. 

The participating Commissioners from all involved 
state agencies have continued to meet under the aus
pices of the Council for Children and Families, with 
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Law enforcement and corrections collaborations 

OMH works in close partnership with the Depart
ment of Correctional Services (DOCS) and provides 
the most sophisticated array of mental health serv
ices to state prison inmates in the U.S.  With a full-
service, accredited psychiatric hospital in Marcy NY 
(the Central NY Psychiatric Center) and services to 
8,500 inmates in 50 state correctional facilities, OMH 
provides a full array of mental health services to the 
prison population. OMH and DOCS are collaborat
ing in both current service management and future 
program development. OMH is also working with 
numerous other agencies to better identify, track, 
treat and manage sex offenders under the Sex Of
fender Management and Treatment Act (SOMTA). 
Under this legislation OMH evaluates and classifies 
inmates charged with specific sex offenses who may 
be appropriately subject to  “civil management” con
sisting of either Strict and Intensive Supervision or 
inpatient civil commitment and treatment in distinct 
sex offender facilities within OMH hospitals. 

Considering the problematic and flawed implemen
tation of sex offender civil commitment programs in 
many other states, New York’s implementation ef
forts have been well managed. However, in the con
text of the most extreme budget challenges faced in 
many decades, considering the high costs of OMH’s 
sex offender program is essential.  A very small num
ber of offenders are committed to institutional care 
at great cost (costs are high because provision of in
tensive treatment is constitutionally required as a 
condition of commitment, despite the data showing 
only limited efficacy of this treatment, and also be-

Following the “People First” forums conducted in 
2007, the “O” agencies have continued to work more 
closely together. Efforts have included revitalization 
of the Inter-Office Coordinating Council (IOCC
chaired by Commissioner Carpenter Palumbo) with 
a shared electronic template and framework for “5.07 
Plans” developed by each county Mental Hygiene de
partment and the state agencies; development of a 
first ever plan and report by the Most Integrated Set
ting Services Council (MISSC-chaired by Commis
sioner Ritter and including other agencies and 
advocates); and work to improve services to individ
uals with “co-occurring disorders.” 

Collaboration among Mental Hygiene agencies 

regular participation by parent and youth advocates. 
Following submission of the Children’s Plan, leader
ship staff from all the participating agencies have 
continued to work to develop initial proposals-high 
urgency but modest cost-to implement recommen
dations. These proposals, summarized below, share a 
common element. The solutions will be imple
mented within the mainstream child-serving agen
cies, will involve mental health best practices and 
involvement, and will be collaboratively planned and 
implemented. Behavioral problems for children are a 
scourge, and lead to wasted dollars and wasted and 
even lost lives. These initiatives are exceptionally im
portant efforts allowing NYS to begin to reverse 
these patterns of neglect, expulsion, violence, institu
tionalization and even death. 

13 

In the context 

of the most extreme 


budget challenges faced 

in many decades,
 

considering the extreme costs 

of OMH’s sex offender 

programs is essential.
 



 

New York State Office of Mental Health 

2009-2010 Mental Health Update and Executive Budget Testimony 

cause extensive security provisions are required). In 
the 2009-2010 budget, several steps to reduce the 
costs of the treatment program (to about $175,000 
annually per offender) and to defer the growth in the 
OMH population (now about 100 individuals/year) 
are recommended. 

Finally, OMH is working with many collaborating state 
and local partners on efforts to reduce the flow of indi
viduals with a mental illness into the adult and youth 
correctional systems wherever appropriate. These col
laborations are with state and local law enforcement 
agencies (e.g., to improve training to police officers and 
police/community mental health collaboration) and 
with courts (e.g., collaboration with the Office of Court 
Administration to provide appropriate supports to de
veloping Mental Health Courts in NYS). 

Collaboration with administrative and control agencies 

These operational collaborations assume additional 
significance given the multiple requirements for over
sight, control, auditing, and inspections of operations 
in a time of fiscal restraint. In addition to even closer 
working relationships with the Division of Budget on 
expenditure controls and review of transactions, other 
areas of heightened collaboration include: Office of 
the Medicaid Inspector General (OMIG) on Medicaid 
billing issues, Department of Civil Service (particu
larly on obstacles to nurse recruitment and retention 
that are essential for  OMH hospitals to come into 
compliance with the legislated ban on mandated nurse 
overtime), and the Office of Information Technology 
(given the size and complexity of OMH information 

systems, and the urgent need to modernize both ad
ministrative and clinical records systems, e.g., develop
ment of Electronic Medical Records). 

Budgeting and management in a fiscal crisis 

As Governor Paterson has forcefully and convinc
ingly illustrated, the current economic downturn il
lustrates a deeper problem: NYS is not living within 
its means. On multiple fronts (including the largest 
areas in the budget: School spending and Medicaid) 
New York’s expenditures are comparatively the high
est in the country. The current economic crisis 
merely reveals the continuing and structural nature 
of this imbalance.  We must not only reduce current 
spending and defer new commitments wherever pos
sible, but also commence or continue the long term 
restructuring of services to produce better value at 
lower relative cost. 

A long-term look at comparative expenditures for 
state mental health programs reveals that NYS has al
ready achieved substantial spending controls in men
tal health especially by shifting the burden of 
investments away from state general funds. National 
data on spending of State Mental Health Authorities 
(SMHA’s) shows that in 1981, total mental health 
spending in NYS was $69/capita. This was by far the 
highest level in the country, exceeding the national 
average ($27/capita) by 155%. By 1997 NYS mental 
health spending/capita was $113. This was still higher 
than the national average of $60/capita , but NYS ex
ceeded the national average by  “only” 88%. The re
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duction in New York’s  “excess costs” was due to a 
lower rate of growth than that of most states. By 
2006 (the last year for which comparable data is 
available), OMH spending at $213/capita was still 
88% above the national average of $113. However, 
OMH general funds spending  was virtually identical 
to general fund spending in 1997 (about $1B). The 
proportion of OMH expenditures from state general 
funds was 26%, significantly below the national aver
age for general fund support of SMHA operations 
(46%). Thus compared to other areas of state gov
ernment, the rate of growth in mental health spend
ing has been both reduced relative to other states, 
and transferred to other sources (principally Medi
caid). Significant shifts and controls in mental health 
spending have already occurred.  Additionally, the 
shift in revenue sources toward Medicaid highlights 
the importance of rationalizing the Medicaid/mental 
health relationship, and indicates that reductions in 
relative general fund support for mental health care 
may be reaching a limit. 

Budget implications and specifics 

Budget Reductions in 2008-2009 

While the state spending for mental health care in 
New York State has been essentially flat for a decade, 
further reductions were necessary in 2008-09 in re
sponse to a worsening budget crisis. Two rounds of 
reductions were made; the first round of cuts was in 
the budget itself when it was enacted in April.  A sec
ond round of cuts was taken at Governor’ Paterson’s 
direction (in state operations) and in the special leg
islative session in August of 2008. 

A summary of the cuts and the annualized impact of 
these reductions follows on page 16. 
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2008-09 Budget Savings Implemented (Cash in Millions) 

First Round—Financial Management Plans Second Round—State Ops 7% Reductions/ 
August Special Economic Session

Local Assistance 
State Aid Reductions 
(Sheltered Workshop, 
LGU Admin, Community 
Support) 
Medicaid Reductions 
(COPS and CDT) 
Conversions to Medicaid 
Slowed Program Development 

Budget 
Actions 
2008-09 

($4.2) 

($0.6) 
($2.0) 
($6.1) 

Annualized 
Impact 
2009-10 

($5.6) 

($2.3) 
($3.5) 
($2.8) 

Local Assistance 
Further Delay
of New Initiatives 
6% Cut Legislative
Program Adds 
Additional Local
Assistance Reductions 
Local Total 

Budget 
Actions 
2008-09 

($0.8) 

($0.1) 

($1.9) 
($2.8) 

Annualized
Impact
2009-10 

-

-

($7.3)
($7.3)

Delay of New Initiatives 
Local Total 

State Operations 
Facility Related Reductions 
Central Office/Statewide 
Related Reductions 
Slowed Program Development 
SOMTA 
State Total 

ROUND 1 TOTAL 

($3.3) 
($16.2) 

($8.8) 

($2.9) 
($1.7) 
($9.7) 

($23.1) 
($39.3) 

($2.0) 
($16.2) 

($7.5) 

($4.3) 
($1.7) 

-
($13.5) 
($29.7) 

State Operations 
Facility Related Reductions 
Central Office/Statewide 
Related Reductions
and Revenue Enhancements 
Delays in Forensic
Initiatives/SOMTA Adj. 
Eliminate NKI Legislative

Program Add 
State Total 

ROUND 2 TOTAL 

($16.0) 

($41.6) 

($5.9) 

($1.5) 
($65.0) 
($67.8) 

($24.1) 

($31.1) 

($4.1) 

($1.5) 
($60.8) 
($68.1) 

2008-09 Budget Savings Summary 
Budget 

Actions 2008-09 
Annualized

Impact 2009-10 
First Round Total ($39.3) ($29.7) 
Second Round Total ($67.8) ($68.1) 
Grand Total ($107.1) ($97.8) 
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Proposed Budget 2009-2010 

Trends in controlling state spending and the cuts al
ready made do not mean that cuts in mental health 
spending are impossible. Rather, it illustrates the diffi
culty and challenges inherent in this necessary task. 
Viewed in the context of OMH’s overall reform 
agenda (“everything changing, simultaneously”) 
it calls for clear priorities and sound management. 
Our strategy rests on three fundamental tenets: 

◆ We must sustain an aggressive change agenda, 
balanced by thoughtful management and 
attention to the challenges of change; 

◆ We must maintain the quality of care 
and the pace of reform in the context of  
a staff freeze, resource limits, and heightened 
oversight controls; 

◆ We must continuously collaborate 

and communicate: Internally, laterally,
  
and with all stakeholders
 

These principles lead directly to the 2009-2010 
budget proposal. Savings and reallocations in the 
mental health budget and the annualized impact of 
the proposed actions are illustrated in the tables on 
page 18.  When it comes to spending and costs, our 
first commitment is to sustain core programs, while 
deferring cost increases wherever possible until they 
are affordable.  We would rather get by with what we 
have than make new investments on the one hand 
while cutting existing services on the other. This has 
several tangible implications. Generally, new pro

grams authorized in previous budgets but not “up 
and running” will be deferred unless they are crucial 
to our core commitments or necessary to save money. 
Additionally, new expenditures will be deferred even 
if they are important. Examples include deferring or 
reducing Cost of Living Adjustments (COLA’s), defer
ring community residential program enhancements, 
and the Governor’s proposal to defer negotiated 
salary increases. These adjustments are needed and 
should be provided, but must be done in the context 
of the State’s current fiscal situation and in light of the 
need to preserve funding for core services. 

A corollary of this approach recognizes that most of 
the change that is needed in our system is likely to fol
low “bottom-up” innovations and improvements ini
tiated by local leaders-just as the real progress in 
mental health recovery occurs because of the efforts 
of individual consumers. This is a paradox of change; 
too often, endless top-down management or policy 
directives leave people “dazed and confused;” whereas 
taking the initiative to make a personal, program
matic or agency change depends on stability and con
fidence. Thus, we view protecting the “base” of core 
mental health services (both in State Operations and 
in local programs) as essential to making changes that 
lie ahead. From improved efficiency and responsive
ness of OMH hospitals, to more responsive housing 
and residential services, to the adoption of recovery-
and resiliency driven approaches, providing a pre
dictable resource environment is essential. 

A second major approach in 2009 —2010 is to re
structure programs for efficiency or savings while re
taining capacity. Several examples illustrate this 
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Budget Annualized Budget Annualized Actions Impact
2009-10 2010-11 Actions Impact 

2009-10 2010-11 Proposed Savings 
Defer COLA\Trends ($67.1) ($67.9) Proposed Savings 
Local Assistance Reductions ($4.6) ($5.1) Facility Related 
Maximize Recoveries ($8.5) ($8.5) Reductions ($8.6) ($13.0) 
Freeze Residential 
Pipeline Beds ($6.0) ($6.0) Central Office/Statewide 
Defer/Restructure Related Reductions ($14.3) ($15.3) 
New Commitments ($17.1) ($9.5) 

Delays in Forensic Local Total ($103.3) ($97.0) 
Initiatives/SOMTA Adj. ($22.9) ($30.0) Annualization of CDT 

Restructuring (DOH) ($8.5) ($8.5) State Total ($45.8) ($58.3) 
Local Total w/ DOH ($111.8) ($105.5) 

Proposed ReallocationsProposed Reallocations 
Children's Plan $1.7 $3.0 Staff for Child Abuse 
Peer Support initiative $0.7 $1.4 Reporting Bill $0.1 $0.1
Medicare Eligibility Demo $0.5 - Staff for NICS 
CDT Restructuring Conversions $6.0 $6.0 Background Check Bill $0.2 $0.2
OMH Indigent Care Pool $5.0 $10.0 

State Total $0.3 $0.3Local Total $13.9 $20.4 
Local Net Change* ($89.4) ($76.6) State Change ($45.5) ($58.3) 

2009-10 Executive Budget Savings and Reallocations (Cash in Millions) 

Local Assistance State Operations 

*Excludes DOH savings 

2009-10 Budget Savings Summary 
Budget 

Actions 2009-10 
Annualized

Impact 2010-11 

Total OMH Net Change ($134.9) ($134.9) 
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approach. In the OMH SOMTA programs,  we reduce 
staffing patterns to levels in some of our other forensic 
services (at an estimated cost/bed of $175,000, these 
costs will still be among the highest in the country — 
but we are unwilling to reduce staffing and costs to 
risky levels). In our prison mental health programs— 
already the most robust in the country— we will 
defer some new investments. In OMH adult Psychi
atric Centers,  we close several units in hospitals where 
the patient census has already declined or will decline 
due to planned placements (Thus we are closing va
cant, unneeded beds, and redeploying some staff— 
such as RN’s— to cover urgent needs, while relying 
on attrition, the job freeze and careful management 
to reduce overall staffing).  Additionally, in most of the 
adult Psychiatric Centers,  we will create a Transitional 
Placement Program, with increased community expo
sure and modestly reduced clinical staffing. This ap
proach, similar to what many general hospitals have 
done in converting inpatient to rehabilitation beds, 
should help eligible patients prepare for transition to 
a more appropriate, less costly community program, 
while allowing us to better utilize some staff (again, 
especially RN’s) in key posts where they are needed. 

In community programs, reductions in the reim
bursement rate paid to providers of Continued Day 
Treatment (CDT) programs will help balance the 
budget.  While budget reductions in CDT do not 
mandate reductions in capacity, OMH will work 
with providers that wish to transition to more sus
tainable program models.  We do not (as Massachu
setts has just done) seek to dramatically reduce 
capacity of this program which is a dated model that, 
nonetheless, provides essential supervision in some 

communities.  We will work with providers who may 
seek to transition their current CDT programs in the 
direction of more efficient clinic models, or the reha
bilitation-oriented Personalized Recovery Oriented 
Services (PROS). Because PROS is crucial to reform 
(e.g., the urgent necessity of assisting participants to 
find a job), a small increase in PROS employment re
sources provided in the 2008-2009 budget is in
cluded in the proposed budget. 

Modest, transformational investments 

Even in a challenging budget environment, some 
challenges call for small and catalytic investments. 
Our criteria for these investments are that they repre
sent urgently important change which is unlikely to 
occur otherwise and where small investments can 
lead to and leverage larger and more robust reforms. 
Two such reform initiatives are proposed in this 
budget, one involving children and the other, adults. 

Initial implementation of recommendations 
from the Children’s Plan 

Acting on the first-ever Children’s (Mental Health) 
Plan—one of the first formal state-wide and intera
gency plans to focus on children’s behavioral health, 
nationally—demands small and catalytic invest
ments. These are collaboratively developed proposals 
to better treat and prevent behavioral problems in 
mainstream settings where most children are served. 
Some recommendations can be advanced within ex
isting resources (for example, better connections to 
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Joint Initiative Child-Serving Agencies Implementation Start 

Increase access to information on social and emotional 
development and learning 

All Spring 2009 

Training and consultation in the identification 
and treatment of emotional disturbances in children. 

DOH, OASAS, OCFS, CCF 
and OMH 

Spring 2009 

Integrated treatment models for children with co-occurring 
disorders and/or children in foster care or DJJOY 

OASAS, OMRDD, OCFS, 
DJJOY and OMH 

2008 

Expand Clinic-Plus to targeted high need schools and probation State Education, Probation 
and OMH 

October 2009 

Improve educational outcomes for students 
in state operated psychiatric hospitals. 

State Education 
and OMH 

January 2009 

Prioritize Child Psychiatry under the “Doctors Across New York 
(DANY) legislation, the Department of Health will develop criteria 

DOH and OMH 2010 

 The Children’s Commissioner’s Workgroup commits to an aggressive 
effort to improve access to appropriate care for children who require 
services from multiple agencies and defines global positive outcomes 

All (Council of Children 
and Families lead) 

Ongoing 

mental health care for children referred for special ed
ucation emotional disturbance issues). Others will be 
supported through reinvestment of current resources. 
Examples of the joint initiatives are provided above. 

Facilitating employment and peer support 
among adult mental health service recipients 

One of the greatest tragedies of mental illness is how 
it too often interferes with or even halts productive 
employment, development of careers, and economic 
independence. The data show greater unemploy
ment among adults with serious mental illness than 
any disability group, 85% unemployment among 

adult service recipients of NYS mental health serv
ices, and $193B in annual lost wages due to mental 
illness (an estimated $12B in NYS alone). This dis
mal performance is due in large measure to effects of 
the illness itself: It can cause “invisible disability” 
with an unpredictable course, and interrupt lives just 
as people transition to adulthood. But it is also due 
to a host of factors that we can and must addr  ess: A 
focus in mental health care must be on getting a life 
not just managing symptoms, educating both con
sumers and professionals that there are ways to work 
and still receive essential benefits (e.g., Medicaid), 
and better cooperation with private business and 
workforce professionals. 
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These goals will be addressed under a multi-year 
Medicaid Infrastructure Grant (MIG) obtained by 
OMH under the auspices of the MISSC. The grant is 
a $6M/year cross-disability employment initiative 
funded by the federal Centers for Medicare and 
Medicaid Services; we focus here on the mental 
health implications. The project will be advanced in 
collaboration with employment and disability ex
perts at Cornell and Syracuse Universities. Key 
strategies include collaboration with employer 
groups, better use of benefits that facilitate employ-
ment, and development of an interagency statewide 
plan to increase employment opportunities and eco
nomic independence for people with disabilities. 

A second project will help us improve and expand 
supports that are provided to people in recovery by 
people in recovery. Here, the mental health system 
lags behind addiction recovery. However, The Sur
geon General’s landmark 1999 report on mental 
health notes the effectiveness of self help and peer 
support. New York has a diverse consumer/sur
vivor/recipient community, but much more can be 
done.  With resources ($.7M) in the 2009-2010 
budget, we will initiate a peer leadership develop
ment effort that will train and support consumers 
for leadership roles across NYS. This effort will be 
supplemented with another smaller federal grant 
that will help us determine and document the sus
tainable best practices for consumer operated “re
covery centers” that provide an invigorating 
complement and alternative to traditional mental 
health services. 

Conclusion 

Governor Paterson’s proposed OMH budget for 
2009-2010 reflects a fair, thoughtful and tough ap
proach to New York’s substantial mental health obli-
gations. It significantly curtails spending (in 
conjunction with reductions implemented in the 
2008-2009 budget, mental health spending will be re
duced over $230M from levels originally anticipated 
in that budget). It preserves our ability to deliver on 
core obligations to some of the state’s neediest citi
zens, while restructuring many programs to improve 
quality, efficiency and access. It defers costs for in
vestments that-though desirable-simply cannot be 
afforded at this time.  And it makes small but essential 
investments that will help transform mental health 
care for children toward achieving resilience, and for 
adults toward recovery and economic independence. 

We look forward to the dialogue needed to address 
concerns, increase our mutual understanding, and 
make a good budget proposal potentially even better. 
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