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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
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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). Mental health problems

are prevalent and troubling,
Because of these obstacles, we now understand that with one in ten New Yorkers affected
although the average age at which mental health by mental illness that is serious enough
problems first appear is 14, the average delay in en- to affect functioning every year.
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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When it comes to mental health,
the phrase
“you can pay me now,
or you can pay me later”
is all too true.
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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 young 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
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 reccommendations (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 recovery—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 learning 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 mental
illness means that learning how to live one’s best life
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, but
rather help with it’s symptoms. Thus, the best care
helps people figure out how to live their lives, build-
ing on strengths and working around symptoms. As
mental health care has been increasingly financed on
a health insurance model, attention to treating
symptoms has often driven out approaches that do

Successful engagement and or treatment is anything but assured
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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
that children receiving special education “emotional
disturbance” services have the worst educational out-
comes among all students with disabilities. Similarly,
while holding down a job is critical to adult success,
employment services are not covered by Medicaid,
while people with a mental illness have the worst
outcomes in vocational rehabilitation services. An in-
surance driven model also cannot comfortably reim-
burse for self help and peer support, although these
approaches are preferred solutions for many individ-
uals, with known effectiveness.

The episodic
and long-term nature
of most mental illness means

that learning how to live one’s best life

with the illness is the
essence of recovery.
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We are grounded
in our statutory mission,
which defines the “safety net”
role of OMH and the services
we provide and oversee.

The central implication
in this budget is our effort
to preserve capacity
in existing safety net programs
while simultaneously
restructuring for efficiency.
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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, which de-
fines the “safety net” role of OMH and the services
we provide and oversee. In general, these services are
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- y
cian or other physician, or per-
haps see a private therapist. /
While there are limits to the 4
quality of care that a non-spe- /
cialist can provide-especially

for more serious conditions-

care in the general medical sec- ‘

~ treatment get it
from physicians or
private therapists,
never seeing the
OMH system of

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

OMH safety net provides care for those
most affected by mental illnesses

recieve any MH

hen impact of
ental illness is
greatest and
private resources
(e.g. insurance) are
less available.

care.
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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 YorKk’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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There can be no
fundamental improvement
in mental health care in New York
without extraordinary collaboration
between OMH and
DOH/Medicaid.
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Almost everything
is under reform simultaneously,
while day-to-day work
remains challenging
and the external environment
is getting more difficult.
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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%.

Rochester PC

Office of Mental Health

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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Medicaid mental health reform
was launched successfully last year,
with changes in the financing,
regulation and emphases
of clinic mental health care.
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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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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 differentiate
e.g., among downstate
and upstate providers,
and payment rates
that are linked to the
complexity of the service
being delivered.
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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 Systern)—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 collaborative