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Report of Technical Assistance Activity

· Site: Columbia, South Carolina

· Dates of Activity: Spring 2002 beginning February 7, 2002

· Type of Assistance Provided:  
Facilitation of task force meetings and assistance in the development of a new performance-based contracting model in South Carolina.

· Organization Requesting Assistance: 

South Carolina Department of Mental Health

2414 Bull Street

Columbia, SC 29202

(803) 898-8392

· Specific Topic Area: Performance-based contracting models in state mental health agencies. 

· Anticipated Outcomes:  As a result of the meetings, and subsequent technical assistance, several possible options for implementation of a performance-based contracting system will be considered.  The development of an allocation model and formula for funding Community Mental Health Centers (CMHCs) in South Carolina is the goal of the technical assistance activity.

The purpose of the Funding Reallocation Task Force was to create a funding formula for CMHCs that takes into consideration the following:

1. Equity Among CMHCs

2. (State) Hospital Bed Utilization

3. Performance Measures/Indicators

The task force noted that hospital bed utilization is, in effect, a measure of a CMHC’s performance and, thus, it was a possibility that the last two issues might be considered together for the purposes of developing a funding formula.  

The current distribution of state funding to CMHCs represents many factors that are similar in every state and is not a new or unique problem to South Carolina.  None of the CMHCs expects base funding to be redistributed.  If that were to occur, some CMHCs would lose money while others would receive increases.  Currently, all CMHCs are under-funded.  CMHCs need to hear that base funding will not be redistributed and inequities will be resolved with new funding.  Taking such a position will eliminate unnecessary tension.  If inequities in funding are addressed through new funding or the reallocation of state hospital resources the department will have an opportunity to tie new funding to its priorities.  

· Organizational representation and involvement: Participants included a number of diverse stakeholders in South Carolina, representing pertinent sections of the mental health field interested in reallocation issues in the state.  Participation by administrators from the South Carolina Department of Mental Health was integral to the development of a new performance-based contracting strategy.  Representatives from provider agencies were represented from across the state.  Community stakeholders included the National Alliance for the Mentally Ill (NAMI) of South Carolina and a representative from South Carolina SHARE, the statewide consumer organization.   

· Description of Activity:  Prior to the initial meeting, Kenneth Long contacted and organized the Funding Reallocation Task Force made up of key stakeholders from around the state.  A series of task force meetings was arranged during the Spring of 2002 to conduct extensive discussions on the issues presented to the task force and ultimately initiate steps to develop an allocation model and formula for funding CMHCs in South Carolina.  During the process, two consultants and NASMHPD staff provided technical assistance to the project.  Martin Cohen, acting as a consultant to the project, provided extensive written material and background research information.  Andrew Phillips, a consultant to the project, and Jenifer Urff and Bill Emmet (NASMHPD staff) provided assistance through their attendance at one of the meetings, organizing conference calls for guidance on the project, and providing direction of project outcomes.  

Three allocation models were examined for possible use in South Carolina:  

The Equity Model is used when the allocation of public mental health resources is based on a determination of what consumers need and what resources exist to meet those needs.  In this model, an assessment of consumer needs is conducted based on clinical profiles of a cross-section of consumers or based on current utilization.  This sample is used to project the needs of those currently enrolled in the system.  These needs are quantified and a budget is developed to support consumer needs based on current per diem costs of providing like services.  Current capacity is used to offset project needs and costs.  Funds are allocated to increase capacity in those areas where services fall below an agreed upon level of capacity.  The strengths of this model are that it is based on the consumer’s needs and seeks to provide service equity rather than financial equity.  The weaknesses of this model are that it: does not consider performance or provide incentives/disincentives for system improvement, assumes a static population and service array (unless periodically updated), cost variances may occur within the states, and there are usually not enough resources to provide sufficient capacity.

The Efficiency Model is appropriate when the allocation of public mental health resources is based on provider performance/production.  Providers are allocated resources based on their ability to meet defined objectives.  These may be production objectives, such as to provide 30 units of supportive housing to mental health consumers, or performance/outcomes objectives, such as to reduce state hospital utilization by 20 percent.  In these models, the allocation of funds should approximate what it takes to successfully accomplish the objective and should provide a financial incentive for the provider to meet objectives.  The strengths of this model are that it: uses financial incentives to promote system change; rewards performance; provides a proven method for freeing up state hospital resources.  Weaknesses of this model are: local or consumer needs may not mesh with system goals; it assumes local capacity is available to produce objectives; and system goals may change more quickly than formulas are able to adjust.

The Mixed Model works on the principle that the allocation of public mental health resources is based on both an Equity Model and an Efficiency Model.  Portions of allocations are made based on the relative need for services, and the remainder is determined by a number of performance objectives, such as preventing state hospital admissions.  The major strength of this model is that it balances consumer needs with system change objectives.  Two weaknesses to consider when implementing this model are that it is more complicated to administer, and it assumes local capacity is available to produce the objectives set forth.

Upon examination of the three outlined models, it was recommended that the State of South Carolina develop a performance-based contracting system based on the unique needs of the state.  In combination with outside materials and research conducted through the Funding Reallocation Task Force, the three models used in other states might provide a basis from which development of an alternative model might emerge in South Carolina.  
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