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Implementing the Behavioral Health Carve-out Statewide  
Managed Care Expansion Plan  

 
 
Introduction 
HealthChoices, the Pennsylvania managed care program, has been in operation since 
1997 and has demonstrated improvements in access to care, quality of care, and 
availability of services.  Counties who have participated in HealthChoices uniformly 
acknowledge the importance of the program in terms of improving and coordinating their 
systems of care and creating cost effective alternatives to traditional services.  The 
success of the program has created a desire to extend the program to other parts of the 
state, incorporating the lessons learned already as well as anticipating possible new 
challenges in some of the more rural parts of the Commonwealth.  The following 
discussion outlines the history of the HealthChoices program, the feedback received from 
stakeholder groups, and the plan for the statewide implementation based on stakeholder 
feedback.  
 
Background and History 
In 1997 the Office of Mental Health and Substance Abuse Services (OMHSAS) 
implemented the HealthChoices behavioral health carve-out in the 5 southeast counties.  
In 1999 and 2001 respectively, the 10 southwest counties and 10 counties in the Lehigh 
Capital area began managed care.  In 2005 HealthChoices coverage is provided for 
approximately 1.1 million people.  Implementation of the physical and behavioral health 
benefits occurred simultaneously.  In the current program, members have a choice of a 
physical health managed care organization (PH-MCO) and are automatically enrolled in a 
behavioral health managed care organization (BH-MCO) where members have a choice 
of at least 2 behavioral health providers at every level of care.  Each PH-MCO has a 
Special Needs Unit to support members with complex needs.  Enrollment is handled by 
an independent enrollment organization that educates members about the HealthChoices 
program, assists with choosing a Primary Care Physician (PCP) and assures connection to 
behavioral health services.  The HealthChoices managed care program is designed to 
promote wellness through early intervention and quality management oversight that 
ensures members are able to access services needed. 
 
County government was offered “the right of first opportunity” to manage the 
HealthChoices behavioral health program in the current program.  Twenty-four (24) of 
the 25 counties hold the contract for the program, and the Department of Public Welfare 
(Department) manages the contract for Greene County.  The county mental health and 
drug and alcohol leadership in the management and oversight of the program has been 
key to the success of the program ensuring knowledge of, and responsiveness to, the 
unique needs of local communities.  Combining the management of the Medicaid 
program with counties statutory responsibility for mental health and drug and alcohol 
treatment services creates a unified system of program and financial responsibility. 
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HEALTHCHOICES ZONES
Erie 

Warren 

 
The HealthChoices program was designed to accomplish three major goals: 
• Improve Access to Health Care for Medical Assistance (MA) Consumers 
• Improve the Quality of Care Available to MA Consumers 
• Stabilize Pennsylvania’s Medicaid spending 

 
HealthChoices Behavioral Health Experience 
After nine years of experience the program has been successful in demonstrating 
improvement in each of the three major goals. 
 
Improving Access 
Access has been improved in each HealthChoices County.  The number of persons served 
has increased in each consecutive year of HealthChoices.  Pennsylvania penetration rates 
(number of persons served) in both mental health and drug and alcohol services have met 
or exceeded national benchmarks.  The provider network has been expanded beyond 
existing fee for service providers.  Members can access providers within 30 minutes for 
urban areas and 60 minutes for rural areas.  Provider networks extend beyond county 
borders making services more convenient for members.  Drug and alcohol services have 
expanded in each HealthChoices zone as the program matures.  Approximately 
$190 million in Reinvestment funds have been approved to create cost effective 
alternatives and provide start-up costs for innovative supports and services.  Services and 
supports such as mobile medication, peer support, psychiatric rehabilitation, housing, and 
therapeutic respite have been established.  Specialized programs for forensic, autism, 
MH/MR, etc. have been created and staff trained in best practices. 
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Improving Quality of Care 
The HealthChoices program has had an extensive quality management program utilizing 
an independent external quality review organization to validate studies on hospital 
readmission and follow-up upon discharge for adults hospitalized in an inpatient 
psychiatric facility and for children discharged from Residential Treatment Facilities 
(RTF).  Other specialized studies include quality of services provided to members with a 
diagnosis of schizophrenia, children with Attention Deficient Disorder, and behavioral 
health/physical health coordination related to the management of medication for members 
with a diagnosis of depression. 
 
OMHSAS established a Performance Based Contracting (PBC) initiative in 2003 and 
published the first PBC Baseline Report in May 2004.  The findings in the 2004 Baseline 
PBC report show that HealthChoices is performing at a high level in access to mental 
health services.  Access for persons with a mental illness where substance abuse is not an 
issue is excellent.  While lower for those with substance abuse it is still above the 
national norm.  Access for youth is relatively good for those with mental health issues but 
needs significant improvement for substance abuse especially for African American 
youth and Asian Americans.  Significant improvement is needed for follow-up for 
children discharged from a RTF.  Readmission rates to inpatient treatment also need 
improvement for both adults and children.  Consumer/Family Satisfaction Teams 
(C/FST) are now collecting information on quality of outcome indicators that will be 
published in the next PBC report.  Each HealthChoices contractor has selected one 
mental health and one drug and alcohol indicator for performance improvement.  In the 
future financial incentives will be tied to performance improvement.  OMHSAS intends 
to implement PBC statewide at some point in the future.  While there is much more to be 
done to improve quality of treatment, the behavioral health system now has data to be 
able to measure results and target areas needing improvement.  
 
Stabilizing MA Spending 
With each HealthChoices zone implementation the Department has seen a significant 
initial savings compared to spending in the fee for service program.  These initial and on-
going savings have resulted in approximately $190 million in reinvestment funds being 
invested back into local county mental health and drug and alcohol services.  
HealthChoices has successfully decreased the rate of growth of the Medicaid program 
and has proven to be a cost effective approach in the most populated areas of the state.  
Providers are paid within 90 days and all HealthChoices contractors consistently exceed 
the HealthChoices standards for timely claims payment.  All of the HealthChoices 
contractors have, and continue to meet the Department’s solvency standards. 
 
HealthChoices Expansion Delayed 
In 2001 the Department delayed the expansion of the northeast HealthChoices 
implementation due to the state and national economic crisis that occurred after the 
September 2001 disaster.  While the economy has continued to improve, there remains a 
significant shortfall in the Department budget, which required a re-examination of the 
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ability to move forward with statewide managed care.  In October 2003 the Department 
announced that further expansion of the HealthChoices program would be delayed and 
that behavioral health and physical health might consider different approaches to 
managed care going forward.  It was decided that implementation of physical and 
behavioral health would not necessarily occur simultaneously.  The Department’s Office 
of Medical Assistance Programs (OMAP) and OMHSAS both began to explore and 
develop options for managed care in the remainder of the state.  
 
Moving Forward with Managed Care in the Non-HealthChoices Counties 
 
Physical Health 
In 2004 OMAP announced plans to move forward with an Enhanced Primary Care Case 
Management Program called ACCESS Plus in the remaining 42 counties not covered by 
HealthChoices.  ACCESS Plus is part of the Department’s strategy to improve physical 
health care for 245,000 MA eligible consumers.  All MA eligible children and adults are 
included in the program with the exception of adults with dual eligibility 
(Medicaid/Medicare) and residents of Long Term Care Facilities, 90 percent of whom are 
dually eligible. 
 
ACCESS Plus builds on the Department’s Primary Care Case Management Program for 
children (Family Care Network).  The physical healthcare contractor, Automated 
Health/McKesson, was awarded the contract for ACCESS Plus.  The ACESS Plus 
contractor is required to: 
• Establish a medical home for each consumer 
• Coordinate care and help consumers access needed services for: 

 EPSDT 
 Transportation coordination 
 Immunization and screening 
 Dental Outreach 

 
The ACCESS Plus contractor operates several disease management programs to improve 
health outcomes for high-risk members, educate consumers and providers and increase 
access to providers.  The disease management program focuses on: 
• Asthma 
• Diabetes 
• Chronic Obstructive Pulmonary Disease 
• Coronary Artery Disease 
• Congestive Hearth Failure 
• Co-Morbidities (Between the above and with behavioral health issues) 

 
ACCESS Plus began March 1, 2005 with children currently enrolled in the Family Care 
Network.  All adults were enrolled on May 5, 2005.  ACCESS Plus co-exists with 
voluntary managed care and with behavioral health fee for service.  Consumers are 
allowed to opt out of ACCESS Plus for a voluntary PH-MCO where available.  ACCESS 
Plus does not include management of behavioral health services.  Although behavioral 
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health services remain in the fee for service program, the contract does include a 
requirement for coordination with county behavioral health services and providers.  The 
ACCESS Plus vendor has selected a behavioral health vendor, Community Behavioral 
HealthCare Network of Pennsylvania (CBHNP), to assist with the development of 
County Continuity of Care Agreements.  CBHNP will not provide or authorize 
behavioral health services under this contract. 
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Behavioral Health 
In July 2005 the Department announced plans to expand HealthChoices in 4 northeast 
counties, Lackawanna, Luzerne, Susquehanna, and Wyoming.  These combined counties 
serve approximately 79,000 covered Medicaid recipients.  Implementation is scheduled 
for July 1, 2006.  The County Commissioners in all four counties have accepted the right 
of first opportunity to manage the program and have selected their BH-MCO vendor.   
 
Behavioral Health Expansion
After the decision was made to delay further implementation of the HealthChoices 
program, OMHSAS remained in dialogue with counties and stakeholders regarding their 
continued interest in moving forward with statewide managed care.  In 2004 the 
OMHSAS Statewide Advisory Committee endorsed the goal of moving forward with 
statewide managed care as being one of five goals OMHSAS should prioritize.  
OMHSAS convened MH/MR Administrators and Drug and Alcohol Administrators to 
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discuss possible options for accomplishing this priority in the context of the current 
economic environment.  There remains widespread local support for the behavioral health 
managed care carve-out.  Counties have expressed their interest in working closely with 
OMHSAS to develop options that will allow the HealthChoices program to expand 
statewide.  They are open to different partnership roles provided that county government 
continues to play an important leadership role in oversight of the managed care program.  
The discussions with county representatives led to the development of guiding principles 
proposed to guide further statewide implementation of managed care.  These guiding 
principles continue to recognize the need for flexibility to allow different models that 
build on local systems and recognize the unique interests of Pennsylvania counties. 
 
Guiding Principles:  

• Implementation of statewide managed care is necessary to create a unified 
behavioral health system in every county and to develop cost effective 
alternatives that slow the growth of healthcare costs while providing increased 
access and quality treatment 

• Statewide expansion plans will recognize the important role of counties in 
program oversight, ensure the availability of alternative services and develop 
opportunities for shared savings through reinvestment  

• Contracts covering a larger geographic area are needed for financial viability of 
statewide managed care implementation 

• The HealthChoices model with county right of first opportunity remains the best 
option for some counties 

• Counties are willing to consider alternative models in which county government 
continues to have a significant role in the managed care program and in which 
alternative services would be available 

• Reinvestment opportunities should continue to be included in all managed care 
models 

• Current implementation by geographic zone should be reconsidered to implement 
like models at the same time rather than implement by geographic area 

• Implementation timeframes can be accelerated with the substantial managed care 
experience that exists in Pennsylvania 

• Models must consider the Department resources required to provide program and 
financial oversight 

• Statewide implementation will be completed and operational within 2 years of the 
decision to implement 

 
HealthChoices Statewide Expansion Plan 
In the fall of 2005 Governor Rendell conducted a statewide listening tour to solicit 
innovative ideas for improving the MA program and resolving funding challenges the 
program faces.  The number one issue raised by counties and stakeholders was the 
importance of expanding the HealthChoices program statewide to achieve the 
programmatic and financial goals demonstrated in the existing HealthChoices counties.  
Based on this compelling statewide support, OMHSAS issued an options paper in 
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January 2006 proposing an expansion plan for the remaining 38 non-HealthChoices 
counties.  This plan was presented to the OMHSAS Statewide Advisory Committee, the 
MA Advisory Committee (MAAC), the County Commissioners Association and other 
stakeholder groups.  Stakeholders and County Commissioners requested that all non-
HealthChoices counties have the opportunity to make the decision about electing the right 
of first opportunity to manage the program.  Advocacy groups wanted to ensure that local 
stakeholders would have an active voice in the program given the potentially large 
geographic area to be covered.  Favorable feedback was received on the option to delay 
two months of capitation payment as a mechanism to cover start-up costs. 
 
Based on this feedback OMHSAS sent a letter of intent to the remaining 38 non-
HealthChoices counties asking if they elected to accept the right of first opportunity and 
outlined the requirements and timeframes that would need to be met.  Based on the 
county responses, OMHSAS has now finalized the expansion plans and timeframes. 
 
This plan builds on the current program model and is consistent with the guiding 
principles that emerged from the discussion with County Administrators.  The expansion 
of the HealthChoices program statewide will continue to meet the existing program 
standards and requirements and will include requirements for coordination with the 
physical health ACCESS Plus program and the voluntary managed care program.  The 
statewide implementation will be accomplished in two phases over the next year and a 
half.  Twenty-four (24) counties will be included under a Department held contract with 
one BH-MCO and 14 counties have elected the right of first opportunity to manage the 
program. 
 
North/Central Zone 
The first implementation phase will include 24 counties configured as one zone called the 
North/Central zone to be implemented January 1, 2007.  The North/Central zone is 
comprised of the following counties and joinders:  Bradford, Cameron, Centre, Clarion, 
Clearfield, Columbia, Elk, Franklin, Fulton, Forest, Huntington, Jefferson, McKean, 
Juniata, Mifflin, Montour, Potter, Schuylkill, Snyder, Sullivan, Tioga, Union, Warren, 
and Wayne Counties.  Within this 24 county geographic area, Bradford/Sullivan, 
Cameron/Elk, Clearfield/Jefferson, Columbia/Montour/Snyder/Union, Forest/Warren, 
Franklin/Fulton, and Huntingdon/Mifflin/Juniata, are organized as county joinders for the 
delivery of county-administered mental health and drug and alcohol services 
 
Having a larger number of rural counties in one zone addresses the smaller number of 
covered lives in each county or joinder, the viability of being at full risk, administrative 
costs for county oversight, and the impact adding these counties to the waiver will have 
on the requirement for cost effectiveness of the statewide program.  The Department will 
issue a Request for Proposals (RFP) in March 2006 to solicit qualified private sector 
managed care organizations to submit proposals which will be due on May 9, 2006. 
OMHSAS will work collaboratively with county government to establish the counties 
role in program oversight and coordination in partnership with DPW.  Such partnership 
will include county representation in program oversight, having opportunities for shared 
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savings, and advising on the development of cost effective alternative services and 
network development.  County representatives will be part of the Commonwealth 
evaluation committee to select the managed care vendor along with stakeholders 
representing consumers and families.  The selected BH-MCO will be at full risk and will 
be held to the same HealthChoices requirements as in the current program.  This contract 
will be similar to the way in which the Commonwealth currently manages the Greene 
County contract.  The selected MCO must be willing to bid on all 24 counties and agree 
to accept the addition of any of the 14 non-HealthChoices counties that have elected the 
right of first opportunity if they withdraw or are unable to meet the HealthChoices 
requirements.  
 
A Risk Corridor and Reinvestment arrangement that permits a portion of the savings to 
be used for reinvestment and mechanisms for county government oversight in partnership 
with OMHSAS and will be included in the RFP.  The selected BH-MCO must be willing 
to accept a two month delayed capitation payment until the termination of the contract.  
 
Counties Electing Right of First Opportunity 
In response to the OMHSAS letter of intent, 14 counties elected to accept the right of first 
opportunity to manage the program and met the requirements outlined in the letter.  The 
RFP for these counties will be issued in July 2006 and implementation will occur July 1, 
2007.  If any of these counties decide not to move forward with the right of first 
opportunity or are unable to meet the HealthChoices requirements, they will be included 
in the North/Central zone.  The counties and joinders that were approved for the right of 
first opportunity include: Bedford, Blair, Cambria, Carbon, Clinton, Crawford, Erie, 
Lycoming, Mercer, Monroe, Northumberland, Pike, Somerset, and Venango.  
Bedford/Somerset, Lycoming/Clinton, and Carbon/Monroe/Pike operate as joinders.  The 
joinder counties will enter into one multi-county contract with the Department as will 
Crawford, Mercer and Venango Counties. 
 
Two program changes will be made with this zone implementation.  The contract will 
include a Risk Corridor in which the County and the Department will share risk for the 
first 2 years of the program.  This protects the contractors if the capitation is inadequate 
to cover medical costs.  It allows the Commonwealth to recoup excess savings while still 
allowing the contractor to keep a portion of savings for reinvestment.  The Risk Corridor 
is seen as an effective mechanism to address rate setting in the first two years before there 
is a firm history of managed care data.  Counties additionally must be willing to accept a 
two month delayed capitation payment until the termination of the contract.  OMHSAS 
expects counties to consider administrative savings that could be achieved such as using 
existing BH-MCO service centers already located in Pennsylvania rather than creating 
new centers in each contract area, as applicable. 
 
Highlighted Program Areas 
The RFP has been updated to include a strong message about the important role of the 
HealthChoices program in supporting recovery oriented services and movement toward a 
recovery-oriented system.  To ensure consumers, families and persons in recovery have a 
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voice in improving services and supports there is a requirement for the county and/or BH-
MCO to contract with the existing C/FST organizations to expand surveys to 
HealthChoices members or to establish a C/FST if one does not exist.  System integration 
and coordination while not new to the program continues to be a strong emphasis.  The 
RFP newly highlights and provides examples of populations that will benefit from an 
integrated systems approach to providing services such as older adults, persons diagnosed 
with autism spectrum disorder and children served in early intervention.  Coordination 
with physical health with a focus on disease management for persons with co-occurring 
physical and behavioral health needs and children receiving EPSDT covered services is 
another high priority in the expansion zones which are served by the ACCESS Plus 
physical health program. 
 
All current requirements in the HealthChoices Program Standards and Requirements 
document and contract will be applicable.  Among these requirements include:  the 
county and/or BH-MCO being at full risk, paying claims, conducting utilization review, 
managing the provider network, establishing a quality management program, having 
reinvestment opportunities, etc.   
 
Waiver Authority 
OMHSAS will ask the Center for Medicaid and Medicare Services (CMS) to expand the 
current HealthChoices waiver authority statewide for behavioral health services.  It is 
allowable for two different waivers, ACCESS Plus and HealthChoices to operate within 
the same geographic region and to have different models in different zones.  Any plan for 
expansion of HealthChoices must be approved by CMS. 
 
Requirements for any Future Changes in County Affiliation or Models 
Once statewide managed care implementation is achieved changes in the existing 
HealthChoices contracts and county affiliations will need a minimum of 40,000 covered 
lives for a single or multi-county contract.  OMHSAS will be submitting a waiver 
amendment in the future to implement this change.  OMHSAS may offer the right of first 
opportunity to the counties served by the OMHSAS/BH-MCO contract 18 months before 
the end of the five-year contract period.  The contract period for the North/Central zone 
will be 5-½ years, the first contract being 3-½ years with one 2-year renewable option.  
The right of first opportunity counties will have a 3-year contract with one 2-year renewal 
option.  If there are changes in current county affiliations or individual county contracts 
that reduce the covered lives to less than 40,000, the Department would issue an RFP to 
select a managed care organization to serve the county or counties no longer accepting 
the right of first opportunity. 
 
Enrollment
Enrollment will continue to occur in the same manner as in the current HealthChoices 
and ACCESS Plus programs.  When an individual enrolls in MA through the DPW 
independent enrollment program, they are automatically enrolled in behavioral health in 
the county of their residence.  Consumers served by MA remain in the fee for service 
program for physical health and pharmacy until they have chosen a PCP or voluntary 
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managed care organization, in the ACCESS Plus counties.  Members in the 38 expansion 
counties are currently enrolled in ACCESS Plus or in voluntary managed care for 
physical health.  At the time of implementation members will be notified of the date that 
HealthChoices will begin responsibility for behavioral health services.  All currently 
enrolled MA providers will be included in the BH-MCO provider network. 
 
The map below shows the HealthChoices program once fully implemented statewide in 
July 2007.  OMHSAS is currently reaching out to local stakeholder groups and county 
representatives to begin implementation planning including local training about the 
HealthChoices program. 
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