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Executive Summary 

Braided funding models are those that use one or 
more sources of funding in a coordinated fashion 
to support a single individual or program. The 
different sources retain their specific spending 
requirements and are kept separate for reporting 
purposes.  

This report is multi-site case study identifying 
relevant braided funding themes and best 
practices. It is a resource for states and program 
managers that are interested in the benefits of 
braided funding for the provision of substance use 
disorder (SUD) services but need more 
information about what funding sources may be 
available and how they can be managed 
effectively. In the realm of SUD services, braided 
funding models are commonly used to provide a 
wide range of services and programs that prevent, 
treat, and support recovery from SUD. 

This report presents case studies from eight U.S. 
states (Arizona, Kansas, Maryland, Michigan, 
Ohio, New Mexico, New York and Nevada) to 
illustrate how states and programs use braided 

funding to address the challenges associated with 
combining multiple SUD funding sources.  

Rewards and Challenges of 
Braiding Funds 
Braided funding models are useful because they 
allow states and programs to: 

• Optimize resource allocation by layering 
different funding sources in a way that 
maximizes available funding. 

• Promote sustainability by diversifying revenue 
streams and aligning partnerships for long-
term stability. 

• Improve outcomes by creating integrated and 
flexible systems of care for patients with SUD 
and funding prevention services that reduce the 
incidence of substance misuse and use disorders. 

• Address gaps in service provision by 
working with administrative authorities to 
monitor spending data and make adjustments 
to allocations. 

Case Study Locations 
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Braided funding models are also challenging 
because states and programs may experience: 

• Reduced fungibility of funds because of 
administrative requirements associated with 
one or more funding sources. 

• Administrative burdens associated with 
fulfilling multiple data collection and reporting 
requirements. Providers may need additional 
training or support to separately bill correctly 
for each service and client type and to avoid 
duplicate billing. 

• Unpredictability of grants or time-limited state 
or local funding can introduce uncertainty that 
makes it difficult to plan far ahead. 

• Evaluation challenges associated with 
measuring return on investment when multiple 
funding sources are used. 

Sources of Braided Funding 
for Substance Use Disorder 
Many SUD treatment providers and programs 
receive funding from public or private insurance. 
Many also receive funding from formula-based 
block grants, discretionary grants or state general 
funds. Increasingly, settlement funds received 
from pharmaceutical companies are available for 
SUD prevention and treatment, as well as fees or 
taxes on alcohol or marijuana.  

Policies and Funding 
Mechanisms for Braiding Funds 
State agencies can pursue policy changes or 
funding mechanisms that support their ability 
to braid funding. Commonly cited funding 
mechanisms and practices for braiding 
funding are:  

• Medicaid Section 1115 demonstrations 

• Block grant funds 

• Legal settlements with opioid producers 
and distributors  

• Interagency/intergovernmental agreements 

Best Practices for 
Braiding Funds 
Approaches to braiding funds vary, but there are 
several best practices that significantly enhance 
c 1.12 0 Td
[(b)-1 (r)-2.4 (ai)0.6 1cr (e)5 (r) 0 Tw (51.1 (nt f)-8.(r)-2.4 (ai)0.6 1cl)-3.5 ecai for 









Examining the Use of Braided Funding for Substance Use Disorder Services 

 

6 

Funds can be braided at the program level 
when programs receive and use multiple 
funding sources, some of which they receive 
directly from the funder (such as grant 
funding). At the program level, braided SUD 
funding can be used to: 
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Table 1. Sources of SUD Funding 
Source Name Description 

Insurance  

Medicaid is a public assistance program that pays for medical care (including certain SUD 
treatments) for qualified low-income and disabled people. Medicaid does not cover inpatient 
and residential substance use treatment provided by certain 

https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/Items-Services-Not-Covered-Under-Medicare-Text-Only.pdf
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/Downloads/Items-Services-Not-Covered-Under-Medicare-Text-Only.pdf


https://www.naag.org/issues/opioids/
https://www.naag.org/issues/opioids/
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well as conduct standardized performance metric 
reporting and evaluation.2,5,6 Demonstrations 
offer states the opportunity and flexibility to 

https://www.macpac.gov/publication/access-to-substance-use-disorder-treatment-in-medicaid/


https://www.samhsa.gov/sites/default/files/primer-maintenance-effort-requirements-mhbg-sabg.pdf
https://www.samhsa.gov/sites/default/files/primer-maintenance-effort-requirements-mhbg-sabg.pdf
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retailers. The majority of states reached a national 
settlement for a total of $26 billion with major 
pharmaceutical opioid distributors.24 The 
settlement funds provide states with a long-term 
and flexible source of funding and present an 
important opportunity to dedicate robust funding 
toward mitigating the opioid crisis and expanding 
the service capacity of substance use treatment 
and prevention initiatives. States and localities 
have significant discretion in developing 
individual approaches to allocation, planning, and 
disbursement, however, several requirements are 
in place to guide state planning.25

• Allowable Use: At least 70 percent of funding 
must be allocated toward opioid remediation 
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Best Practices of Braided 
Funding for Substance Use 
Disorder Services 
Coordinating funds to support SUD services is a 
complex endeavor that demands a high level of 
collaboration among public and private entities. It 
involves managing various funding streams, 
understanding their unique requirements, and 
aligning them to achieve program objectives. The 
process of braiding funds does not have a one-
size-fits-
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funders and maintain the sustainability of SUD 
services. These practices include: 

• Conduct a needs assessment.  
• 
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underinsured are typically funded by the SUPTRS 
Block Grant.38

Infrastructure projects, such as building or 
renovating a treatment center may be funded by 
certain federal one-time discretionary grants such 
as the COVID-19 Relief Funds. 

State Structure and 
Policy Landscape 
Arizona has an 1115 Medicaid demonstration 
that allows providers to be reimbursed for both 
outpatient and residential SUD services in 
certain circumstances. Medicaid Managed Care 
Coverage for SUD is carved in (the SUD benefits 
are an included benefit in the comprehensive 
MCO contracts).  

The state’s Medicaid program is divided into three 
geographic service areas; Northern Arizona, 
Central Arizona, and Southern Arizona. There are 
seven MCOs and each may cover no more than 
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tribal members. The health plans bill AHCCCS on 
a fee-for-service basis.*
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CASE STUDY 

Kansas: Braided Funding via an 
Administrative Services Organization 

Key Facts 

In Kansas: 
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has Medicaid or commercial insurance, as these 
sources are to be used first to pay for eligible 
services. If the individual is not insured or eligible 
for other types of funding, Block Grant dollars 
can be used to pay for services. Also, if a low-
income individual is insured, but cannot pay the 
associated co-pays or deductibles, the Block 
Grant can pay providers for some uncompensated 
care costs.  

Funding Managed by Kansas' ASO, by 
Source, 2022 

Each provider is given an annual allocation of 
funds by the ASO based on their utilization in 
prior years. Providers submit claims against their 

allocation to the ASO and the ASO reviews them 
for eligibility and matches the service claims with 
available funds. Allocations can be re-allocated 
among providers during a fiscal year based on 
utilization and billing.  

Braiding Challenges 
There are two major braiding implementation 
challenges identified in Kansas:  

• Providers do not have real-time information 
about funding source availability. Timely and 
accurate funding information is an ongoing 
challenge. Provider errors in billing due to 
inaccurate or unavailable information can lead 
to a disruption of reimbursement from the ASO. 
The ASO’s Provider Relations Director will 
provide year-to-date contract funding data 
upon a provider’s request.  

• 
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CASE STUDY 

Maryland: 

https://www.dllr.state.md.us/earn/earnwhatisearn.shtml
https://www.samhsa.gov/grants/grant-announcements/ti-22-004
https://www.medicaid.gov/medicaid/long-term-services-supports/health-homes/index.html
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https://maryland.optum.com/content/dam/ops-maryland/documents/provider/providermanual/Maryland%20Provider%20Manual_Product%20Implementations_BH2535_REVISED-9.13.22-FINAL.pdf
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will be allocated to the treatment centers, as they 
play a pivotal role in directly fulfilling one of the 
key objectives outlined in the Inter-Agency Opioid 
Coordination Plan: expanding access to evidence-
based treatment for OUD. 

According to administrative staff at REACH, the 
transition in Maryland from a general medical and 
surgical b 
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CASE STUDY 

Michigan: Prepaid Inpatient Health Plans 

Key Facts 

In Michigan: 
 Funding for SUD services in 2022 

totaled $48 million in general funding 
and $170 million in federal funding  

 The PIHPs manage nearly all the SUD 
funding, including a Medicaid carve-
out for SUD and MH services  

Where Braiding Occurs: 
 PIHPs 
 Providers 

Braided SUD Funds Include: 
$ Insurance 
$ SAMHSA Funding 
$ Federal Discretionary Funding 
$ State Funding 
$ Opioid Pharmaceutical 

Settlement Funds  

The Michigan Department of Health and Human 
Services (DHHS) delegates management of SUD 
funding to 10 regional Prepaid Inpatient Health 
Plans (PIHPs). PIHPs are a type of managed care 
plan responsible for overseeing and managing a 
limited benefit package, such as behavioral health 
and SUD treatment services.* The PIHPs serve all 
83 counties and work with 46 Mental Health 
Service Programs and other providers. 

The State utilizes the PIHPs to provide behavioral 
health coverage to Medicaid enrollees through a 
risk-based arrangement whereby the PIHPs 
receive a per-member per-month capitation rate.  
Additionally, Michigan has delegated authority to 
the PIHPs to manage SAMSHA mental health and 
substance use block grants, certain federal 
discretionary grants, and state funding sources - 
such as the state liquor tax, opioid grant, and 
general funds, though this effort is separate and 
distinct from Medicaid.

https://www.michigan.gov/healthymiplan
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This system, in conjunction with contract billing 
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providers must adhere to the grant’s requirements 
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allocations.50 PIHP directors are reaching out to 
their municipalities to see if they have received 
additional funding and want help managing 
the funds.  

Data Collection 
All providers and prevention programs must 
submit outcomes and service data to the PIHPs. 
PIHPs use this data to monitor program activities, 
outcomes, and ongoing funding decisions.  

States with Medicaid managed care delivery 
systems are required to assess their managed care 
entities’ performance annually and PIHPs must 
also submit data to the state authorities on their 
performance. All PIHPs are evaluated on quality, 
timeliness, and accessibility of the care and 
services they provide to Medicaid recipients.51

Lessons Learned 
PIHP directors are generally pleased with 
Michigan’s system, especially the support they get 
from other PIHPs and from their state behavioral 
health agency. Directors note that braiding 
funding would be a simpler process if funding 
sources had fewer restrictions and funding levels 
were more predictable from year to year.   
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CASE STUDY 

Nevada: Sober Moms and Healthy Babies 

Key Facts 

Nevada’s Sober Moms and Healthy 
Babies Program used braided funds for 
website expansion, public service 
announcements (PSAs), SBIRT training, 
and substance use treatment services at a 
Las Vegas health center.  

Braided SUD Funds Include: 
$ SAMHSA Funds 

$ Other Federal Block Grant Funds 

Nevada’s Sober Moms and Healthy Babies 
program is a collaborative effort between the 
Bureau of Child, Family, and Community 
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CASE STUDY 

New Mexico: Behavioral Health 
Collaborative 

Key Facts 

The New Mexico Behavioral 
Health Collaborative: 
 Pools agency funding for behavioral 

health (including SUD services) and 
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the state legislature). This allows for the 
Collaborative to continually fine tune its spending 
plans. For example, if funds for a particular 
purpose are significantly underspent, the 
responsible Collaborative agency may redirect 
funds to 





https://www.health.ny.gov/health_care/medicaid/redesign/2018/docs/harm_reduction.pdf
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• Individual and group supportive counseling. 

•
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https://www.fairfieldhomesohio.com/
http://www.therecoverycenter.org/
http://www.therecoverycenter.org/
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program for teens that focuses on developing life 
skills. TRC offers extensive wraparound services 
for Pearl House residents, such as financial 
literacy education and case management. Case 
management services assist residents with gaining 
employment, initiating and completing education, 
accessing community resources (e.g., food, 
clothing, childcare, medical care), obtaining a 
driver’s license, and securing housing after leaving 
Pearl House. As part of the treatment process, 
Pearl House residents are encouraged to gain 
employment, education, and training to improve 
their self-sufficiency. 

Pearl House has several partnerships that assist 
with advancing its mission of providing a place for 
families experiencing the impacts of addiction to 
heal and rebuild healthy and productive lives 
together. These partners include Fairfield Homes, 
Lancaster-Fairfield Community Action Agency, 
Fairfield Metropolitan Housing Authority, TRC, 
Fairfield County Job and Family Services, and 
other local businesses and agencies. Daily to 
weekly contact is maintained with these partners 
to ensure prospective and current residents’ needs 
are met. Through these partnerships, Pearl House 
can provide comprehensive treatment and 
recovery support services. 

https://www.faircaa.org/
https://www.fairfieldmha.org/
https://www.fcjfs.org/
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Braiding Challenges  
While Pearl House has achieved remarkable 
success through the practice of braiding funding, 
it has encountered notable challenges, particularly 
in recruiting and retaining the program’s staff.  
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CHAPTER 3 

Conclusion 

Braided funding is a flexible approach that allows 
diverse funding sources to be combined 
strategically to initiate a more comprehensive and 
integrated system of care. This funding approach 
facilitates the collaboration and coordination of 
resources from multiple streams, enabling 
providers to offer a broader spectrum of services 
to individuals in need of SUD support. By 
coordinating the expenditure of funds from 
various sources, such as federal grants, state 
allocations, local initiatives, and private 
contributions, providers can enhance their 
capacity to address the complex needs of their 
clients and patients. 

A wide array of braided funding models are 
employed in various domains of SUD services. 
These models include programs dedicated to SUD 
prevention, treatment, harm reduction, and 
recovery services. Braided funding can be 
employed at different levels, including the state, 
regional, local, or provider levels. The primary 
objectives of braided funds are to enable 
providers to expand the range of services 
available to clients and, through effective 
resource allocation, to increase the number of 
clients and patients served. 

The efficient distribution of braided funds plays a 
vital role in maximizing service provision. By 
effectively allocating resources, providers can 
reach a larger number of individuals seeking 
assistance for SUD-related challenges. This not 
only expands access to crucial services but also 
increases the potential for positive outcomes and 

improved well-being among the 
affected population. 

SUD providers who have access to a diverse 
range of funding sources, including grant 
funding in addition to insurance 
reimbursements, are often better equipped to 
provide comprehensive care and effective 
case management to address the complex 
challenges associated with SUD. These 
additional funding sources, such as block grant 
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at a minimum, and some states are able to use 
savings to extend services to additional groups of 
people.* Although demonstrations themselves 
may not directly promote or impede the practice 
of braiding funds, they significantly influence the 
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leading to better long-term outcomes. When 
clients can get most of their needs met within a 
program using braided funding, there is more 
potential for comprehensive and integrated 
care. Prevention services may reduce the 
incidence of substance misuse and use 
disorders, and a more integrated network of 
services could help reduce the need for crisis or 
inpatient hospitalization by addressing social 
determinants of health and increasing access to 
tailored treatment options. 

• Providing Detailed Information for Gap 
Analysis: When funds are braided at the state 
or regional level, the system that administers 
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State Case Study Contributors, continued 

Maryland 

Vickie Walters 
REACH Health Services 

Michigan 

Nicole Adelman 
Community Mental Health 
Partnership of Southeast MI 

Lisa Coleman 
Michigan Department of Health 
and Human Services 

Sara Sircely 
Northcare Network 

Joel Smith 
Southwest Michigan 
Behavioral Health 

Angie Smith-Butterwick 
Michigan Department of Health 
and Human Services 

Nevada 

Stephanie Cook 
Nevada Department of Health 
and Human Services 

Abigail Hatefi 
Nevada Department of Health 
and Human Services 

Vickie Ives 
Nevada Department of Health 
and Human Services 

New Mexico 

Stanford Kemp 
Behavioral Health Collaborative 

Tammy Soveranez 
New Mexico Behavioral 
Health Services 

New York 

Allan Clear 
New York State Department 
of Health 

Candace Ellis 
Catholic Charities of Albany, 
New York 

Elizabeth Schady 
New York State Department 
of Health 

Ohio 

Roma Barickman 
Ohio Department of Mental 
Health and Addiction Services 
(OH MHAS) 

Miranda Gray 
Fairfield County Alcohol, 
Drug, and Mental Health 
(ADAMH) Board 

Trisha Farrar 
The Recovery Center 

Jessica McCoy 
The Recovery Center at 
Pearl House 

Kaitlin Waggoner 
Ohio Department of Mental 
Health and Addiction Services 
(OH MHAS) 

Jennifer Walters 
Fairfield Homes 

Other Contributors 

Steven Dettwyler 
National Association of 
State Mental Health 
Program Directors 
Research Institute, Inc. 

Joy Browne 
Westat 

John Easterday 
Westat  

Mary Gabay 
Westat 

Shoma Ghose 
Westat 

Caroline Halsted 
National Association of 
State Alcohol and Drug 
Abuse Directors, Inc. 

Mustafa Karakus 
Westat 

Finn Teach 
Westat 

Melanie Whitter 
National Association of 
State Alcohol and Drug 
Abuse Directors, Inc. 
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https://health.maryland.gov/mmcp/SiteAssets/pages/health-homes/Maryland Medicaid Health Homes- 1 pager 11.13.15 %289%29.pdf
https://health.maryland.gov/mmcp/SiteAssets/pages/health-homes/Maryland Medicaid Health Homes- 1 pager 11.13.15 %289%29.pdf
https://health.baltimorecity.gov/opioid-addiction-treatment
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Transformation. Study Shows ACA Medicaid 
Expansion Increased Access to Substance 
Use Services: Medicaid expansion 
particularly important in face of opioid crisis. 
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