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The law’s passage constituted a 
critical first step toward bring-
ing care for people with mental 
health and addiction disorders 
— including depression, anxiety,    
psychoses, and substance abuse 
and dependence — into the main-     
stream of the U.S. medical care 
system by requiring parity in cov-     
erage (benefits for mental health     
and substance abuse, often re-    
ferred to collectively as “behavior-    
al health, ” that are equivalent to    
all other medical and surgical 
benefits). Now, the passage of the      
Affordable Care Act (ACA) has the      
potential to affect the financing    
and delivery   of  mental health  
and addiction care even more pro-     
foundly. 

Key ACA provisions hold prom-    
ise for improving long-standing    
access problems and system frag-    
mentation  that  affect the   well-
being of people with mental health      
or addiction disorders. Expan-
sions of Medicaid, the mandate     
for employers to offer insurance,     
the creation of health insurance     
exchanges with subsidies for low-    
income people, and other reforms     
are expected to result in coverage      
for at least 3.7 million currently      
uninsured people with severe men-    
tal illnesses and many more with      
less severe needs for mental health      
and addiction treatment.  1 The ACA  
goes beyond the requirements of     
the federal parity law by mandat-     
ing that both Medicaid benchmark     

plans (i.e., alternative plan options     
created under the Deficit Reduc-    
tion Act of 2005) and plans oper-      
ating through the state-based 
insurance exchanges cover behav-   
ioral health services as part of an       
essential benefits package.   

Equally  important  are  the 
ACA’s delivery-system reforms that    
could help to address long-stand-    
ing system fragmentation. Lack of     
integration between primary care    
and  specialty behavioral health   
care and poor coordination for     
patients with coexisting mental    
health  and  addiction  disorders 
are endemic to our delivery sys-     
tem and are exacerbated by the      
prevailing payment methods. Lack    
of coordination comes at a high      
price. People with serious mental     
illnesses  have  higher  rates  of 
other illnesses and die earlier, on      
average, than the general popula-    
tion, largely from treatable condi-    
tions associated with modifiable    
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Enactment of the Mental Health Parity and Ad-
diction Equity Act in 2008 was the culmination 

of a decades-long effort to improve insurance cov-
erage for mental health and addiction treatment. 
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risk factors such as smoking, obe-
sity, substance abuse, and inade-
quate medical care.2 And mental 
health and addiction disorders of-
ten go untreated in primary care. 

The ACA’s emphasis on inte-
grated care models, including 
patient-centered medical homes 
and accountable care organiza-
tions (ACOs), holds promise for 
improving coordination and the 
quality of care. Common sense 
(as well as evidence) suggests that 
it’s essential to target integration 
efforts at the points where pa-
tients interact with the health care 
system. That means doing a bet-
ter job of detecting and treating 
mental health and addiction dis-
orders in the primary care sector 
— and of addressing the medical 
needs of people with severe men-
tal illnesses in the specialty mental 
health sector. There is extensive 
evidence regarding ways of pro-
viding high-quality treatment for 
depression, anxiety, and substance 
abuse within primary care; long-
term outcome studies have em-
phasized the critical roles of care 
management, specialty consulta-
tion, and decision support.3 Less 
evidence is available on improv-

ing care coordination for people 
with disabling mental health or 
addiction disorders who would 
probably be best served by a med-
ical home within the specialty 
mental health sector, although 
some promising approaches are 
being developed in the Veterans 
Health Administration and else-
where.4 

The ACA includes numerous 
innovations aimed at improving 
integration within Medicaid. The 
law created a Medicaid “health 
home” option for people with 
multiple chronic conditions, in-
cluding those with mental health 
or addiction disorders, which will 
pay for services that haven’t tra-
ditionally been reimbursable. Care 
management, health promotion, 
post-inpatient transition care, re-
ferral to social support services, 
and information technology (IT) 
to link services together will be re-
imbursed at a 90% federal match-
ing rate for the first 2 years after 
a health home is established. The 
ACA authorized $50 million in 
fiscal year 2010 and additional 
funds through fiscal 2014 for the 
Substance Abuse and Mental 
Health Services Administration to 

provide “co-location grants” to 
integrate services for adults with 
mental illness and coexisting 
medical conditions within com-
munity-based behavioral health 
treatment settings. The law made 
improvements to the Medicaid 
1915(i) state-waiver option, ex-
panding states’ ability to provide 
home- and community-based ser-
vices (e.g., day treatment and psy-
chosocial rehabilitation) to spe-
cific populations, including those 
with serious mental illnesses who 
would be unable to live in the 
community without these services. 
Another initiative provides fund-
ing for improving the capacity of 
federally qualified health centers 
to provide behavioral health care. 

Under private insurance, inte-
grated delivery systems such as 
ACOs could better align financial 
incentives to support coordina-
tion. In theory, bundled-payment 
models can fund evidence-based 
mental health and addiction ser-
vices that are not typically paid 
for under private insurance, such 
as chronic care management. Risk 
adjustment and risk sharing will 
be critical in setting bundled-
payment rates for ACOs, to temper 
any incentives to avoid patients 
with mental health or addiction 
disorders, who typically have 
higher-than-average health care 
costs. To facilitate integration, a 
behavioral health perspective 
should be included in ACOs’ gov-
ernance. Similarly, leadership in 
the development of well-vetted, 
standardized performance mea-
sures for rewarding the delivery 
of high-quality behavioral health 
care within ACOs will be essential. 

Although the ACA holds tre-
mendous promise for improving 
access and reducing fragmenta-
tion for people with mental health 
or addiction disorders, numerous 
challenges remain. Some groups 
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will lack access to behavioral 
health coverage even after the 
ACA is implemented; these include 
people in employer-sponsored 
plans that don’t offer behavioral 
health benefits and people who 
are ineligible for the coverage ex-
pansions (e.g., undocumented im-
migrants). Given the prospect of 
lower numbers of uninsured peo-
ple, states and the federal govern-
ment will be tempted to reduce 
direct (non-Medicaid) financing 
of behavioral health services, par-
ticularly in light of cuts to discre-
tionary spending that were ne-
gotiated as part of the recent 
debt-ceiling deal. These funds ac-
count for a much larger share of 
behavioral health spending than 
they do of overall health spend-
ing (e.g., 52% of substance abuse 
treatment vs. 11% of health care 
generally; see graph), and drastic 
cuts could threaten the viability 
of safety-net providers. It will be 
critical to preserve direct-service 
dollars to fund care for the re-
maining uninsured and for evi-
dence-based services, such as as-
sertive community treatment (a 
service-delivery model involving 
24-hour, individualized treatment, 
rehabilitation, and support ser-
vices in the community) and sup-
ported employment, that aren’t 
typically reimbursed but can im-
prove the well-being of people 
with more severe disorders. 

The historical separation of 
mental health and addiction treat-
ment from the rest of medicine 
also poses daunting challenges 
to integration. It’s not clear how 
health care reform will affect the 
widespread practice of “carving 
out” behavioral health benefits, 
which can reduce health plans’ 
incentives to dissuade people with 
mental health or addiction disor-
ders from enrolling but simulta-
neously reinforces system frag-
mentation. Behavioral health care 
providers, who are disproportion-
ately solo and small-group practi-
tioners and have lagged behind 
other specialists in adopting IT,5 

will need to make changes to sur-
vive in this new environment, in-
cluding developing IT capacities 
that facilitate integration and, in 
some cases, beginning to adopt 
third-party billing. The decision 
to exclude behavioral health care 
providers from the incentives in 
2009’s Health Information Tech-
nology for Economic and Clinical 
Health (HITECH) Act means that 
this transformation is getting a 
later-than-ideal start. Future IT 
investments in this sector will be 
critical. 

After so many years of strug-
gling to enact federal parity, some 
advocates had outsized expecta-
tions of what this policy could 
achieve. Yet parity’s promise was 
never to cure all the system’s ills. 

Its real contribution was to in-
crease financial protection, par-
ticularly for people with the most 
severe illnesses, by removing ben-
efit limits that restricted access 
and increased economic vulnera-
bility. Its passage was an impor-
tant first step. The ACA with 
its emphasis on expanding cover-
age and improving quality through 
better integration constitutes 
a logical next step forward. 

Disclosure forms provided by the authors 
are available with the full text of this article 
at NEJM.org. 
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