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POSITION PAPER
No. 11/214th Legislature
(2010-11)
ISSUE:
Establishes Medicaid Accountable Care Organization
Demonstration Project in DHS.
BILL NO.
S-2443 (Vitale, Whelan)
A-3636 (Coughlin, Greenwald)
NCADD-NJ POSITION:
NCADD-NJ strongly supports S-2443/A-3636 in
that it will promote the integration of substance
use screening and treatment with primary health
care. This bill will not only improve the quality of
health care and save lives in the state, but it will
also save a significant amount of money.

However, NCADD-NJ has three suggestions that
would make implementation of this bill more successful and effective: First, Behavioral Health Care
must be defined in the bill:
Behavioral Health Services include but are
not limited to screening, brief intervention,
evaluation, and all levels of treatment and
addiction services prescribed in the most
current version of ASAM-PPC. Nothing
in this definition requires Medicaid to reimburse addiction professionals for services
that are not otherwise be covered by Medicaid.
Depending on the needs of the patient, various
levels of care may be necessary to improve the
health of an individual and reduce health care
costs. To realize the benefits of integrated care
as described below it is necessary to ensure that
patients are referred to and/or receive the level of
care most appropriate for them, even if reimbursement of that care is by means other than Medicaid.
It is also important to ensure that the level of care
most appropriate for the patient is included in the
Accountable Care Organization and the communications that occur between health care providers.
Including a definition of behavioral care services
which includes a full continuum of care, will

enable both of these factors to occur. Even programs that have integrated care for mental health
and substance use, a substantial portion are focused primarily on mental health issues and have
little, if anything, to do with substance use disorders1. Moreover, when treatment for substance use
conditions is included in such programs, the focus
is often limited to alcohol use, excluding other
forms of substance use2.
Most individuals engaging in treatment benefit
from the use of ASAM-PPC. The ASAM-PPC is
the most widely used and comprehensive national
guidelines for placement, continued stay, and discharge of individuals with alcohol and other drug
problems. ASAM published the PPC-2 in cooperation with the Coalition for National Clinical Criteria, a group of approximately 50 representatives of
treatment providers, managed care professionals,
federal and state health and addictions agencies,
and the major professional and trade associations
of counselors, state directors, physicians and other
treatment providers.
Including all levels of care prescribed in the
ASAM-PPC in the definition of behavioral health
services will bring stability and consistency to the
ACO. It matches patients to their appropriate
level of care, thereby avoiding less effective under
treatment as well as cost-inefficient over treatment. Including all levels of care prescribed in the
ASAM-PPC in the definition will enable patients to
be referred to the least restrictive alternatives as the
mainstay of delivery, while ensuring those few who
need more intense forms of treatment are able to
receive appropriate care.
Second, the bill provides for gain sharing that may
provide incentive for addiction providers, who did
not previously serve the Medicaid population, to
apply to become a Medicaid provider for addiction services. Qualified Behavioral Health provider
should include those providers who for the purpose of participating in the ACO become eligible
to serve as a Medicaid provider.
“Qualified behavioral health care provider”
means a behavioral health care provider
who participates or will participate in the
Medicaid program and renders or will render clinic-based and home-based services
to individuals residing in the designated
area served by the Medicaid ACO.
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and addiction on per capita costs and hospitalization rates. It also identified Medicaid’s highest
need and cost beneficiaries who were most likely
to benefit from care management. The analysis
examined disease prevalence, health care costs,
and utilization for a total of 5.2 million Medicaid
Historically alcoholism and drug addiction have
beneficiaries. While behavioral health comorbidity
been treated in settings that are separate from
has been recognized as an important issue for the
traditional general medical practice. Current clini- Medicaid population, this research adds cost and
cal practices lack of coordination of care between utilization data to quantify the extent to which cophysical health services and behavioral health sermorbid mental illness and drug and alcohol disorvices, particularly for addiction treatment services. ders affect patients with a broad array of chronic
Often there is little, if any, ongoing communicaconditions.
tion about risks or progress between specialty
The study confirmed the overwhelming pervasivesubstance use treatment and general health care
ness of physical and behavioral health comorbidity
providers who treat the same patients. This baramong Medicaid’s highest-cost beneficiaries. It
rier exists despite the fact that integration has
also found that health care spending; per capita
been shown to be successfully implemented. This
costs and hospitalization rates are substantially
lack of connection and communication between
specialty and general health care professionals who higher for beneficiaries with mental illness and/or
treat patients with substance use conditions unnec- drug and alcohol disorders. The findings clearly
support the need for integrated physical and beessarily impairs the health of individuals
havioral health care if New Jersey wants to reduce
Substance use conditions can no longer be isolated its Medicaid burden and include:
from primary and physical care. They are treatable chronic diseases, which have been identified
1. Beneficiaries with one of five common
in about 9 percent, or over 800,000 of the general
chronic physical conditions — asthma/
3
population in New Jersey . Yet only about 5-7 perCOPD, congestive heart failure, coronary
cent of those identified are ever treated in the speheart disease, diabetes, or hypertension
cialty treatment system, and about 42% (50,000)
have a drug or alcohol disorder, ranging
who tried to get help were turned away because of
from just under 17 percent for individuals
4
cost, insurance barriers, or lack of capacity .
with diabetes to nearly 26 percent for
Research has shown that Integrating addiction
asthma/COPD. Moreover, up to onescreening, brief intervention and treatment with
fifth of people with one of one of these
other medical care is cost effective and improves
five chronic physical conditions also have
the quality of care. Persons with substance use
both mental illness and a drug and alcohol
conditions are quite likely to have a wide variety of
disorder.
other concurrent medical side effects and consequences, related physical disorders, and increased
2. The addition of co-occurring mental
trauma and injuries. Additionally, the presence
illness and a drug and alcohol disorder
of substance use conditions often complicates
for beneficiaries with common chronic
the treatment of a variety of common medical
physical conditions results in two- to threedisorders. More than 1.5 million visits for treatfold higher health care costs. For example,
ment at hospital emergency departments in 2008
spending for beneficiaries with diabetes
were found to be associated with some form of
and no mental illness and drug and alcohol
substance misuse or abuse5. About 22 percent of
disorder average just under $10,000 per
general health care patients report they also have a
year, whereas spending for beneficiaries
co-morbid substance use condition6.
with diabetes and a mental illness and drug
and alcohol disorder tops $35,000 annually.
7
A recent study conducted by John Hopkins
3.
Beneficiaries with chronic physical
University examined the impact of mental illness
conditions are more likely to be
Third, an increase in Medicaid rates would widen
the pool of addiction providers willing to participate. New Jersey’s Medicaid reimbursement rates
for addiction treatment are currently the lowest in
the nation.
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hospitalized when they have a mental
illness and/or drug and alcohol disorder.
4. Among the 25 multimorbidity patterns
with the highest hospitalization rates
from among those conditions studied,
88 percent include behavioral health
comorbidities
5. Beneficiaries with asthma, coronary heart
disease, asthma, diabetes, or congestive
heart failure and co-occurring mental
illness and drug and alcohol disorder
are four to five times more likely to be
hospitalized than those with only physical
conditions
In the last 10 years, neuroscientific and other
research has laid the foundation to understand addiction as a treatable chronic disease with characteristics and implications for treatment and recovery that are similar to other chronic diseases such
as diabetes or hypertension8. This is not to imply
that everyone who uses or abuses addictive substances develops a chronic disease. Indeed, studies
have shown that screening and early intervention
can arrest use problems before they develop into
a more serious chronic condition. For those who
do develop a chronic condition, treatment typically
should include an acute phase of patient centered,
adaptive care, followed by a continuing care phase
that assists the patient to manage his or her disease
and supports the patient in ongoing recovery in
the community9.

ed in a total average benefit per patient of $1,151,
including savings in emergency room and hospital
use and costs due to alcohol-related crimes and
auto accidents12.
The medical care costs for all health problems
among those with substance use issues are significantly higher than for those without an addiction,
which means that there would be a huge cost savings if a full continuum of treatment and services
were accessible within health care. Substance use
treatment is associated with decreased subsequent
health care costs. One study found a decline of
more than one third in both per capita inpatient
and emergency room costs following the receipt
of treatment13, while another reported more than
a 50 percent drop in total per patient per month
medical costs14.

This bill is particularly important because of the
cost impact untreated addiction has on Medicaid
and the increasing number of Medicaid recipients with an addiction. In New Jersey, the state is
spending over $3.8 billion to deal with the financial burden of un-prevented and untreated addictions15, including $852,408,000 in health care16. For
every dollar spent on addiction in New Jersey, 97
cents goes to the wreckage caused by untreated
addiction and only three cents goes to prevention
and treatment and research17.
A study of Medicaid patients in Washington State
found a decrease in overall Medicaid costs of five
percent for patients who received indicated addicRoutine screening for substance use is atypical in
tion treatment, compared with those who did not
traditional health care settings, despite its estabreceive it18. Another study of Medicaid patients in
lished efficacy. Even when risky or dependent sub- a comprehensive HMO found addiction treatment
stance use is identified by a patient or the practitio- was associated with a reduction of just under one
ner, the condition is too often ignored or patients
third of medical costs per treatment member19. In
are referred outside primary care for treatment,
addition, for patients who achieve abstinence after
and follow-up with little coordination with the rest treatment, family members’ health care utilization
of their health care providers.
and costs were reduced to that of control families,
5 years after treatment20.
The United States Public Health Service’s PrevenIn New Jersey 37.1% of Medicaid patients with
tive Services Task Force recognize screening and
behavioral disorders were diagnosed with
brief intervention (SBI) for alcohol use conditions as one of the most cost effective preventive
substance use disorders21. Failure to treat them
interventions for adults10. SBI reduces health
costs Medicaid hundreds of millions of dollars
care costs: for every $1 spent on SBI almost $4 is
annually in medical and behavioral care. The Nasaved11. A randomized trial in a family physician
tional Conference of State Legislatures found that
health clinic that compared “problem drinkers”
a quarter of what states spent on Medicaid went to
who received SBI to those who received usual care paying for the consequences of untreated addicestimated that the intervention cost of $205 result- tion22. It also found that states significantly reduce
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16 Id.
17 Id.
before treatment to $2.8 million in the year after
18 Luchansky, B. & Longhi, D. (1997). Cost savings in Medicaid medical expenses: an outcome of
25
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dependency remission at 5 years28.
NCADDNJ strongly supports putting a percentage of the savings in medical care back into the
ACO and paying for outcomes. It has been shown
that quality increases when payment is tied to
positive outcome. Given the research to date,
NCADD-NJ is confident that including screening,
intervention and appropriate levels of addiction
treatment and services in the physical healthcare
of individuals will produce significant savings that
can be used to expand treatment capacity. The
pilot programs proposed in this bill will result in
significant cost savings to Medicaid and significantly improve the quality of care for the patient
with an addiction. The state cannot afford to not
enact S- 2443/A-3636.

28 Mertens, J. R., Risher, A. J, Satre, D. D., & Weisner, C. (2008). The role of medical conditions and
primary care services in 5 year substance use outcomes among chemical dependency treatment patients.
Drug and Alcohol Dependence, 98(1-2), 45-53.
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