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Abstract

While mental health system reforms have sought to leverage competition in the private sector to improve service quality and
costs, competition among mental health organizations is poorly understood. To inform future studies about the impact of
policy and system reforms on mental health organizations and service delivery, this qualitative study explores (1) resources for
which organizations compete most intensively, (2) drivers of competition, and (3) leaders’ strategic organizational responses.
Semi-structured phone interviews were conducted with 15 organizational leaders (CEQO’s, executive directors) representing
about 22% of organizations in the regional mental health market. Interviews covered leaders’ perceptions about competition,
and their strategic responses. Porter’s seminal framework on competition was used to interpret codes and themes. Intensive
competition for personnel was driven by workforce shortages, new for-profit organizations, and alternative employment
opportunities. In response, organizations have attended to wages/benefits, recruitment, and retention. However, strong com-
munity need, expanded insurance coverage, and a history of local strategic responses that created service niches appeared
to have minimized competition for financial resources in the region. Competition for funding and clients was expected to
intensify under systems reform, and in anticipation, organizations were expanding services. Leaders also feared for the
viability of smaller organizations in highly competitive environments. Consistent with theory on competition, mental health
organizations compete and respond in ways that might improve services. However, the goals of privatization may have been
unrealized because of minimal competition for funding and clients, and intense competition may undermine quality.
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Over the past several decades, mental health system reforms
have shifted responsibility for delivering services from the
public to private systems, comprised of local nonprofit and
for-profit community-based organizations. Privatization
introduces competition among mental health organizations,
defined as rivalry for the same resources (e.g., public con-
tracts) to deliver similar services (Barman 2002; Hunt 1997).
By awarding contracts based on effectiveness and efficiency,
funders (e.g., governmental agencies, insurance carriers,
foundations) can replace providers who are underperforming
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(Johnston and Girth 2012). Competitive pressure can lead
organizations to learn, develop competencies, and become
efficient (Barnett et al. 1994; Eikenberry and Kluver 2004).
Theoretically, funders and policy making bodies can lev-
erage competition among organizations to improve service
quality and impact while containing costs, consistent with
New Public Management principles that underpin privatiza-
tion reforms in health and mental health (Cuellar and Haas-
Wilson 2009; Frank and Glied 2006; Smith and Smyth 1996;
Van Slyke 2003).

Despite the purported benefits of a private system based
on competition and a history of policy reforms that sought
to indcrease competition, mental health systems still suf-
fer from persistent service accessibility, coordination,
quality, and affordability problems in the US and abroad
(Bruns et al. 2016; Hogan 2003; Owens et al. 2002; Westra
et al. 2016; Xu et al. 2019). Recent evidence suggests that
competition among service organizations is generally weak
(Domariski 2012; Savas 2002); but strong competition does
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not necessarily lead to better performance (Brunjes 2019).
In fact, within mental health and social service contexts,
intensive competition can divert resources away from mis-
sion-oriented service delivery (toward securing funding
and personnel), destabilize or undermine collaboration, and
cause other negative consequences for service delivery (Ber-
rone et al. 2016; Bunger 2013; Clark and Dorwart 1992;
Milward and Provan 2000). These issues suggest that the
full benefits of competition have not been realized, and poli-
cies intended to intensify competition could have potentially
adverse effects on mental health and other human services
(Berrone et al. 2016; Porter and Teisberg 2006).

Although these questions have been explored in health-
care (e.g. Gaynor et al. 2015), competition may cause mental
health organizations to respond somewhat differently, and is
not well-understood. Health and mental health are knowl-
edge-intensive fields, where organizations compete based
on service quality (Tuckman 1998). However, evaluating
quality could be more challenging in mental health than tra-
ditional healthcare, given the complex, ambiguous, and often
untested nature of community-based psychosocial treat-
ment (Sandfort 2003). Instead of relying on clear outcome
indicators, funders and clients may rely on more “opaque”
or subjective quality signals when choosing mental health
organizations such as reputation, or compliance with profes-
sional standards (von Nordenflycht 2010). Therefore com-
petition, and how it is managed in mental health care might
be highly responsive to shifting institutional standards and
pressures (Tuckman 1998). The intensity of competition for
key resources, environmental shifts that intensify competi-
tion, and how leaders strategically respond has received lim-
ited empirical attention. This gap limits our understanding
of how and why introducing competitive market principles
via system reforms, policies, and regulations may or may
not impact mental health service quality and costs. Since
organizational leaders are responsible for strategic decisions
(Vangen and Huxham 2003), how competitive organizational
environments are perceived by leaders may matter more than
objective assessments of the environment for making stra-
tegic management decisions (Smircich and Stubbart 1985).
Thus, this study addresses this gap and examined competi-
tion from the perspective of mental health organizational
leaders. Drawing on Porter’s classic strategic management
framework on competition, we explored (1) the resources for
which organizations compete most intensively, (2) the driv-
ers of competition, and (3) leaders’ strategic organizational
responses. These results have implications for how leaders
manage competition among mental health organizations,
and also generate new insights about how mental health
policy reforms that emphasize competition are perceived
and enacted in the field.
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Do Mental Health Organizations Compete?
For What?

Competition arises when multiple organizations rely on
limited resources to produce similar services or prod-
ucts (Barman 2002; Hunt 1997)—for instance, when one
organization successfully wins a new contract or grant,
they reduce the resources available to others. Although
sometimes considered a negative relationship, competition
within a regional market can be healthy. With multiple
provider options in a region, clients or funders can exer-
cise choice. For instance, clients can choose which mental
health organization they visit based on treatment match,
affordability, and/or accessibility. Funders can choose
which organizations to support based on innovativeness,
performance, or efficiency. As a result, competition for
resources can drive organizations to deliver efficient, high
quality, and consumer-driven service delivery (Smith and
Smyth 1996; Van Slyke 2003).

Generally, health and human service markets are
regarded as weak with little direct competition for con-
tracts (Lamothe 2014; Savas 2002). However, competition
among mental health organizations extends beyond direct
rivalry for government contracts—organizations also
compete for private funding, insured or well-paying cli-
ents, qualified staff, and political and community support
(Alexander et al. 2008; Bunger 2013; McBeath et al. 2012;
Romzek et al. 2012). Organizations may compete for these
resources with varying intensity. Little is known about
the forms of competition that leaders encounter, which
are felt most acutely, or require a response. Therefore, our
first objective is to explore leaders’ perceptions about the
intensity of competition for key organizational resources.

What Drives Competition?

Porter’s (1980, 2008a, b) seminal work identified five
forces in the external environment that can be leveraged
through policy reforms to drive the intensity of competi-
tion and expected organizational responses (Fig. 1). The
first three forces include other organizations that deliver
mental health services (considered “horizontal” com-
petitors). First, direct rivals (existing organizations that
require similar types of resources) exert pressure on one
another (Barman 2002; Hunt 1997). The greater the num-
ber of mental health organizations within a market, the
more intensively organizations must compete for limited
resources (Baum and Singh 1994; Gray and Schlesinger
2002). Second, new organizations that enter the market
can intensify competition, as they draw on the same pool
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Competitive Forces in the Organizational Environment
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Fig. 1 Porter’s five competitive forces and three responses

of funding, clients, staff, and other resources as existing
organizations. In mental health care, new organizations
may form to meet new community needs, although strict
government regulations, accreditation requirements, and
the substantial capital needed to establish a mental health
organization restrict their ease of entry which may limit
competition (e.g., Lethbridge 2011). Third, substitutes
for traditional mental health organizations such as tele-
health providers, e-health interventions, no-cost religious
counseling, or other credible alternatives also heighten
competition since they vie for similar funding and clients
(Tuckman 1998). In the interest of consumer protections
and quality, federal and state governments regulate mental
health care by setting guidelines and standards for care.
By imposing or removing these regulations that govern
organizations, professionals, and service delivery, policy
makers can influence the number of organizations or pro-
viders in a market.

The last two competitive forces emanate from “supplier”
and “buyer” entities (considered “vertical” competition).
The availability of supplies (a fourth force) can drive com-
petition. Personnel are key “supplies” in mental health ser-
vice delivery, whereby shortages of qualified and talented
clinicians drive competition (e.g. Breedveld et al. 2006).
Fifth, those who “buy” or purchase mental health services
also influence competition. Buyers include the clients seek-
ing mental health care—as the number of clients seeking
services increases, organizations do not need to compete
as intensively with one another as when there are few cli-
ents seeking services. Yet, in mental health care, services
are often purchased directly by insurance providers or other
funders (both public and private). These buyers are espe-
cially powerful since they purchase services for large groups

Organizational Responses

Reduce Service
Costs

Differentiation

of clients. As their resources remain stable or decline, organ-
izations must compete more intensively for their contracts
and grants (Bunger et al. 2017). Notably, purchasers are also
instrumental in enforcing policy because funding for men-
tal health care (grants, contracts to deliver fee-for-service,
etc.) is often contingent upon compliance with professional
standards, regulations, and other requirements. For instance,
funding might be restricted to those with a particular type
of accreditation, those that are only nonprofit, or those that
deliver evidence-based practices. Therefore, purchasers
influence the intensity of vertical competition and reinforce
the regulations and policies that influence horizontal com-
petition. As buyers and suppliers become more powerful,
competition is likely to intensify.

In sum, competition among mental health organizations is
likely driven by external pressures from other organizations,
and powerful buyers and suppliers. However, the strength
and salience of these competitive forces particularly in men-
tal health are unclear which has implications for informing
system reform efforts and policies. Our second objective is
to identify external competitive pressures for mental health
organizations.

How Do Executive Leaders Respond
to Competition?

Executive leaders respond to competition in three strategic
ways (Barman 2002; Dess and Davis 1984; Porter 2008a)
(Fig. 1). First, in response to strong competition, organiza-
tions may reduce service costs (Boehm 1996). For instance,
to appeal to funders and consumers especially when they
have strong bargaining power (and can choose organizations
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based on cost), organizations might find ways to deliver
their services more affordably. Notably, streamlining ser-
vices without sacrificing quality can be challenging given
the extensive fixed costs (e.g. office space, IT systems, bill-
ing) involved in mental health service delivery, and limited
organizational financial assets (Bunger et al. 2019). There-
fore, reducing costs might be a rare response (Domarski
2012). Second, mental health organizations may respond by
differentiating themselves in terms of the types or quality of
services they deliver (Barman 2002; Boehm 1996). Differ-
entiation involves delivering a unique service, or develop-
ing a unique approach to obtaining resources/supplies that
allows organizations to justify asking for a higher rate; for
example, organizations develop new services or programs,
improve service quality, or adopt new treatment innovations
to distinguish themselves from their rivals (Compagni et al.
2014; Domariski 2012; Proctor et al. 2007). Third, organiza-
tions respond by focusing on a narrower client population
or geographic area (also called market segmentation) which
can lead to service specializations, a strong consumer-ori-
entation, and a stable supply of resources (Apenteng et al.
2015; McBeath, Jolles, Chuang et al. 2014).

The number of direct rivals, new organizations, and
substitutes all generate strong competition for funding and
clients (“buyers”) and personnel (“suppliers”). As buyers
and suppliers become more powerful (e.g., their availabil-
ity declines) they have more choice over which organiza-
tion they fund, seek treatment from, or accept employment.
These choices can theoretically drive costs and quality
(Grgnbjerg 1993; Tuckman 1998).

However, heightened competition especially in times
of fiscal retrenchment can negatively impact mental health
organizations. High-quality service delivery can suffer as
intensive competition for financial resources can lead to dif-
ficulties meeting service demands (Reid and Brown 2008),
or mission drift, where financial interests trump mission-
driven work (Clark and Dorwart 1992). Intensive compe-
tition can also undermine collaboration especially without
trust (Bunger 2013; Hu et al. 2019; Milward and Provan
2000). Mental health organizations experience strong pres-
sures from funders, accreditors, and communities to part-
ner (Guo and Acar 2005) with the same organizations with
whom they compete for funding, staff, and other resources.
Collaborating with a competitor (coined “coopetition”)
(Brandenburger and Nalebuff 1996) is common in human
services (Bunger et al. 2014; Valente et al. 2008) and linked
to innovation and problem solving (e.g. Gnyawali and Park
2009). However, these complex relationships are risky
because in a competitive environment, one partner’s suc-
cess in winning a new contract or grant, hiring qualified per-
sonnel, or recruiting new clients could come at the expense
of their partner, leading to relationship strain, failure, or
dissolution (Baker et al. 1998). As competition intensifies,
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strong and meaningful forms of collaboration are uncommon
(Bunger et al. 2017) which could suggest that intense com-
petition compromises coordinated care delivery. Ultmately,
intensive competition for scarce resources can even threaten
the long term viability of organizations. Exactly how leaders
respond to competition and whether their strategic responses
improve coordination, availability, accessibility, quality, and
effectiveness is also unclear. Therefore, the third objective
of this study is to explore leaders’ response to competition.

Methods
Study Setting

This study examined competition among mental health
organizations within the same regional market in central
Ohio (Franklin and six contiguous counties: Delaware, Lick-
ing, Fairfield, Pickaway, Madison, and Union). This region
is a major metropolitan area with over 2 million residents
(about 17% of the state’s population) and is the home of the
state capital (Columbus, Franklin County). The region is
predominantly urban, and benefits from local allocations for
behavioral health care through county tax levies (in addition
to other sources) to support service delivery. This region was
selected because, as an urban area, it is likely to have a fairly
high density of service providers and thus a stronger compet-
itive market compared to other suburban or rural areas (Girth
et al. 2012); organizational leaders in competitive markets
are likely more attuned to competition and able to reflect on
their experiences and observations (Alexander et al. 2008).
Many organizations were preparing for the most recent men-
tal health system transformation—a transition in the state’s
Medicaid program from a fee-for-service to a managed care
model (representing a shift in the buying power of public
funders) when the study was conducted in autumn/winter
2017. We narrowed in on a regional subset during a focused
period of time to reduce geographic and industry-level vari-
ations, so we could more clearly identify regional policy,
practice, and community influences on competition.

Sampling

Participants included executive leaders (e.g. the executive
director, chief executive officer, or other administrative
leader) from 15 private mental health organizations. Lead-
ers were predominantly female (60%), with executive experi-
ence from 1.5 to 40 years.

We used a purposive and multistage approach. Our sam-
pling frame included 57 unique mental health organizations
in the regional market listed in The National Directory of
Mental Health Treatment Facilities (hosted by SAMHSA).
This directory lists facilities licensed by state behavioral
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Interview Guide

Background

e What is your role at your agency?

¢ How long have you been working with this organization

¢ How did you come to be in your current position?

Competition Domains and Identification

¢ What does your organization compete with other organizations or?
* How do you know if another organization is a competitor? How do you identify them? (a format process,

informal, gut)?

Competition Intensity

¢ In what domains do you think human service organizations compete for most intensely?
¢ Has the intensity or type of competition changed over time? How so? What drives this change?

Response to Competition

¢ How do you and your organization respond to competition?
* How does competition impact your organization? Does it influence Collaboration? The types of services

you deliver? Service quality? Costs?

Fig.2 Topics Covered in Interview Guide

health authorities, and information gathered through the
National Mental Health Services Survey (NMHSS). We
used a random selection process to generate a representa-
tive sample of organizations since our goal was to explore
leaders’ perceptions about competition (and were not explor-
ing hypotheses about whether these perceptions might vary
across different types of mental health organizations). To
uncover themes iteratively over time, we conducted six
staged rounds of recruitment, where we randomly selected
up to five organizations in each round. We invited 24 leaders,
and 15 agreed to participate (63%). After fifteen interviews,
we reached saturation of themes where we did not uncover
new insights or themes about competition in the region. To
maximize efficiency and reduce data collection burden, we
ended recruitment.

Data Collection

Semi-structured phone interviews were conducted with
each leader that lasted 45-60 min, by up to two members
of the research team. The interview guide asked about the
different resources for which leaders competed with other
organizations, the intensity and drivers of competition, and
how leaders and their organizations have responded (see
Fig. 2 for interview guide). Discussion topics were ordered
in terms of complexity and abstraction (leading with more
simple and concrete topics such as the types of resources
that organizations compete for) (Schensul et al. 1999). All
participants received a copy of the informed consent and

interview guide in advance. Interviews were recorded (using
UberConference platform), and professionally transcribed.
The interviewers also took notes during interviews and pre-
pared a reflection immediately after each interview to iden-
tify preliminary themes. To incentivize participation, leaders
were offered a $30 gift card and a report of study findings.
We also drew on publicly available information about the
organizations as catalogued in SAMHSA'’s behavioral health
treatment locator to better understand the target populations
served (e.g. children, adults), and type of facility (e.g. out-
patient) among the organizations in the region and the sam-
ple. For the organizations in our sample, we also conducted
searches on Guidestar.org and the internet and to assess for/
non-profit status, and annual revenue. Using annual revenue
as a proxy for size (Jaskyte 2013), we categorized organiza-
tions as small (less than $2 M), medium ($2-$10 M), and
large (over $10 M). Study procedures were approved by the
first author’s home Institutional Review Board (IRB).

Analysis

Transcripts and reflections were analyzed using an iterative
open-coding process consistent with a modified grounded
theory approach (Strauss and Corbin 1998). First, two coders
independently reviewed all interview reflections and tran-
scripts to develop an initial codebook. Second, the code-
book was refined iteratively; two coders applied the code-
book to a transcript independently, compared and discussed
codes (for three transcript iterations). Third, once coding
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Table 1 Organizational characteristics as recorded in SAMHSA
behavioral health treatment locator

Region (n=57) Sample (n=15)

n % n %
Facility type
Outpatient 28 49.1% 8 53.3%
Community mental health 11 19.3% 3 20.0%
Psychiatric unit 7 12.3% 0 0.0%
Residential—child 4 7.0% 2 13.3%
Residential—adult 5 8.8% 2 13.3%
Residential—other 1 1.8% 1 6.7%
Partial hospitalization 4 7.0% 1 6.7%
Age group
Children 42 73.7% 12 80.0%
Young adults 47 82.5% 13 86.7%
Adults 43 75.4% 12 80.0%
Seniors 38 66.7% 11 73.3%

Categories are not mutually exclusive

consistency established, each transcript was coded using the
Coding Analysis Toolkit (Shulman 2017). Codes and themes
were further interpreted via memoing and through the lens
of Porter’s (2008a, b) theory about distinctive competitive
forces, and strategic responses. Quotes are presented with
basic organizational characteristics (size, and for/nonprofit
status) to illustrate themes and context; we made minimal
edits to enhance readability.

Results

The leaders interviewed represented 15 mental health
organizations that described themselves (in SAMHSA’s
behavioral health treatment locator) as outpatient (53%),
residential (33%), community mental health (20%), and/or
partial hospitalization (7%) treatment facilities (Table 1).
Most served all age groups (73%); only 13% did not serve
children, and 13% did not serve adults. Organizations
represented were predominantly nonprofit (87%); these
nonprofits generated a median annual revenue of $4.4 M
(mean=$7 M, SD=$5.5 M) although ranged from $794,096
t0 $16,956,774. (Similar information about for-profit organi-
zational revenue is not available publicly). Our analysis
uncovered two major thematic streams about competition
among regional mental health organizations. One stream
emerged around intensive competition for qualified person-
nel, and a second focused on limited/stable competition for
clients and financial resources (although this was anticipated
to intensify with a statewide transition to a Medicaid man-
aged care program). The nature, drivers, and responses to
these different types of competition were distinct. Finally,
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leaders also described generally negative perceptions about
the impact of competition on their organization and the
larger system’s ability to meet community needs. Instead,
many emphasized the importance of collaboration for
remaining competitive.

Strong Competition for Personnel

Nearly all the leaders described intensive competition for
personnel. Many agreed that competition for talented staff
was far more intense than competition for other organiza-
tional resources including funding. In nearly every inter-
view, directors described substantial difficulty filling open
positions. As one leader of a large non-profit organization
commented, “We will advertise for a position, and some-
times get one or two resumes for that position.”

Leaders reported that they compete with a wide range of
other organizations within and outside of the mental health
system for talent. Hospitals and other healthcare organiza-
tions were considered the strongest competitors because they
hire similarly skilled clinicians but had “deeper pockets”
and offer better compensation than community based mental
health organizations. Participants also talked about compet-
ing with other human service organizations (e.g. child wel-
fare agencies, housing service organizations) that draw from
the same workforce:

Finding a clinician to do the work is now becoming
quite a problem.... It’s not just mental health, it’s
the same licensed people who provide mental health
services are the same people that human services are
looking for. Children’s services and social services
and they’re all trying to pick from the same kind of
smaller slice of the pie. (leader from a medium-sized
non-profit organization)

Finally, a few leaders even described how they compete for
personnel with organizations outside of health and human
services including “the Walmarts and the Kohls and the local
restaurants that pay about the same.”

Competition for personnel is not restricted to front-line
clinicians and program staff—Ileaders reported strong com-
petition for mid-level managers and executive leaders as
well:

Right now, there is a shortage of certified social work-
ers...finding qualified, certified professionals ...And
then also competing with one another for qualified
staff at other levels too. I think it was only ten years
ago where 60% of the executive directors were in their
sixties, of non-profit agencies. So, there’s a lot who
are going to retire, so finding the leadership talent is
something else that we compete for.... that’s probably
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where we get most frustrated with each other. (CEO of
a medium-sized non-profit organization)

Such intensive competition for personnel at every level of
the organization was perceived to contribute to substantial
fluidity of the staff and leadership.

Drivers of Workforce Competition

Participants identified three environmental forces that
intensified workforce competition. First, leaders attributed
theintensive competition to perceived regional shortages of
clinical counselors, psychiatrists, nurse practitioners, and
master’s-level licensed social workers (key suppliers). Sev-
eral participants even asked the interviewers about enroll-
ment in the Master of Social Work programs at their home
institution, expressing concern that local social work schools
were not graduating enough new workers.! Second, leaders
reported that new organizations have entered or expanded
their reach in the regional market and are driving demand
for clinical professionals at the same time. Directors identi-
fied several new for-profit behavioral health organizations
(that tend to specialize in substance use treatment) recently
established in the region that are hiring licensed clinicians.

Third, leaders hypothesized that other types of organiza-
tions and employers (substitutes) recruit clinical and other
direct service professionals. With the state Medicaid pro-
gram shifting to a managed behavioral health care model,
the five insurance providers selected to manage services are
also hiring skilled and trained clinicians, especially licensed
social workers, to coordinate benefits and services. Leaders
acknowledged that they also lose direct service professionals
to organizations outside of the health and human services
systems because the emotionally taxing nature of the work
leads to burnout:

So, instead of working with a kid who’s gonna try to
bite your head off, it’s easier working at WalMart. So,
you have that level of competition now that’s going
on, because as the economy gets tighter, the pool of
workers gets tighter. And that’s where we become
much more competitive. (leader of a large for-profit
organization)

Thus, as one leader from a large non-profit summed up, “the
pool of available talent is shallow, the needs are great.”

! Records from the largest MSW program in the region indicate that
MSW enrollment was at an all-time high.

Organizational Responses to Workforce Competition

In situations where the number of open positions exceeds the
supply of potential talent in the region, mental health profes-
sionals can be more selective when choosing an employer.
As one leader of a small nonprofit noted, “Somebody with
a master’s degree and LSW is golden in this field now.”
Considering the range of employment choices available,
executive leaders reported on three types of strategies for
responding to workforce competition. First, organizations
differentiate themselves from others in the region when
recruiting new employees. One approach involves offering
attractive signing bonuses, high salaries, and benefit pack-
ages to attract new employees. While some organizations
advertise these benefits in their job announcements, others
reported taking a more direct approach by deliberately tar-
geting other organizations’ personnel. One leader described
how a newer for-profit substance use treatment facility tried
to “poach” their clinicians:

Private providers are trying to send postcards to our
staff, telling them they can work various hours. That
they’re gonna be paid dramatically higher wages and
that they’re going to have better benefits and things
like that. So, they’re trying to attract our employees.
(leader of a large non-profit organization)

Resource constrained organizations may not be able to
offer financial incentives. Instead, these organizations might
be able to distinguish themselves in the market by focus-
ing their recruitment on newer professionals and offering
desirable training or work experiences (a focusing strategy).
For instance, one director of a large non-profit organiza-
tion described their approach to specializing in professional
training for new professionals:

So, a lot of the social service agencies struggle to
fill positions because the pay scales aren’t usually as
robust. The benefits are not usually as robust. And
sometimes the work opportunities are not as attractive.
So, we sort of carve out our niche as being something
of a training ground for people who come out of school
with a bachelor’s degree or a master’s degree.

Several leaders described how they felt as though they
could not “win” in a competition for new personnel (espe-
cially with healthcare organizations with more robust
funding). Instead, they described defensive strategies for
retaining existing employees (thus reducing the need to
recruit). From these conversations emerged a third type of
response—organizations sought to differentiate themselves
in terms of positive work climate and employee satisfaction.
The leaders described a variety of internal changes that have
been made with the aim of promoting a supportive work-
place climate, improving schedule flexibility, and providing
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emotional support, given the demanding nature of clinical
work. For instance, one leader described how she focused on
building a supportive climate by demonstrating her apprecia-
tion for staff:

The culture here is much different than other places.
And we can’t compete with other agencies for insur-
ance or salaries. But the staff do feel valued and
appreciated. And there’s a camaraderie between them.
(leader of a medium-sized nonprofit organization)

Generally, these internal management approaches were
intended to appeal to and retain clinicians. Leaders believed
that clinicians’ decisions to accept an employment offer
or stay in their current positions are motivated by non-
economic factors like workplace support, flexibility, and
appreciation. One leader of a small for-profit organization
explained, “we do a lot of nice things for our employees
that corporate agencies can’t really do” suggesting that some
believe by offering supportive cultures, organizations with
limited financial resources motivate experienced staff to
resist lucrative recruitment offers from other organizations.

Competition for Funding/Clients: Historically Weak
but Expected to Change

Most leaders reported how they experienced minimal com-
petition for funding (especially through the state’s Medicaid
program). As one CEO of a large nonprofit explained:

Historically, I would say for the last, I don’t know, ten,
fifteen, twenty years, the competition has been rela-
tively minimal. And the reason is how we’re funded...
With Medicaid, we can bring on as many clients as we
want, because Medicaid pays the bills. So there really
isn’t a competition.

Although several leaders acknowledged that Medicaid and
other funders fail to cover the full costs of service delivery,
organizations found ways to enhance their efficiency and
“make that up in volume.”

Historical Drivers of Competition for Funding/Clients

These historically low levels of competition were also attrib-
uted to a convergence of environmental factors and early
regional system planning efforts. First, leaders described
a strong demand for behavioral health services driven by
the opioid epidemic in the state. Second, behavioral health
services were perceived to be more accessible to the com-
munity because of a series of federal and state healthcare
policy developments. Specifically, the Affordable Care Act,
state Medicaid expansion, and federal behavioral health par-
ity legislation expanded insurance coverage for behavioral
health services. Rising community needs and insurance
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coverage generated strong service demands and reduced
direct rivalry among organizations for clients (and by exten-
sion, funding).

Third, leaders noted limited direct rivalry for clients
because of previous efforts to segment the client population
by geography or type of treatment need (a focusing strategy).
Among the larger community mental health organizations,
leaders described how mental health service planning efforts
in the 1970s carved out service areas within the region and
designated groups of organizations to deliver care. In the
other community-based organizations (that deliver mental
health care as part of an array of other human services)
leaders described how they carve out a treatment niche
that is distinct from other organizations, which reduces
competition:

I would say about 15 years ago is when I saw competi-
tion being really, really stiff among all social service
providers. And in the last five or six, I have seen a
steady decline in most of our agencies feelings like we
compete. In fact, a lot of us are working much more
collaboratively, because a lot of agencies started with
specialized and special populations. ... Most of us
don’t really have to compete because there’s so much
demand. So now, over the last five years, competition,
is the least of our agency concerns. Because there’s
enough business to go around and a lot of us can’t
even keep up. (leader of a small for-profit organization)

In some of the smaller mental health organizations, several
leaders described their organizations as “boutique” with
specialized expertise in delivering mental health care to a
specific population (e.g., individuals with developmental
disabilities, children with problem sexual behaviors).

The combination of heightened community needs,
expanded insurance coverage for behavioral health care,
and historic market segmentation resulted in a somewhat
flush market for Medicaid-eligible clients. In fact, one leader
of a small for-profit organization described the market as a
“free for all” and the “wild, wild, West,” where “clients and
the people [are viewed] as commodities.” However, leaders
in small organizations acknowledged competition for other
sources of funding (e.g., grants, child welfare contracts,
foundation funding).

Transition to Managed Care and Anticipatory Responses

Leaders anticipated that competition (for funding, clients
and personnel) would increase dramatically when the state
Medicaid program transitioned from a fee-for-service to
managed care model that was intended to contain costs
by improving care coordination and quality. Under man-
aged care, organizations anticipated that they would com-
pete head-to-head with other organizations for contracts
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(and thus, revenue) from five private insurance organiza-
tions. As leaders understood it, organizations would have
a competitive advantage if they could provide an array of
coordinated services in-house (enhancing efficiency) and
demonstrate improved client outcomes (enhancing qual-
ity). Leaders perceived that a managed care model would
reduce financial resources available for behavioral health
care and direct them toward large organizations (which
tended to be connected to major hospital systems or were
for-profit entities) that delivered a full range of health and
behavioral health services, and had sophisticated infra-
structure for evaluating quality/outcomes.

In anticipation of this change, leaders reported two
approaches to position their organizations to secure fund-
ing in this new environment. First, leaders described con-
tinued efforts to expand their programming by launching
new services, and/or partnering with other organizations to
increase referral volume and coordinate services. Several
also described how their organization merged or consid-
ered a merger to expand capacity. By growing their pro-
gramming and client volume, leaders hoped to improve
the efficiency of their services. Second, leaders described
strategies to improve outcome measurement and monitor-
ing to demonstrate and differentiate themselves among
others in terms of service quality. A few also reported
adopting evidence-based practices (EBPs), or working
toward having their programs designated as EBPs. Leaders
acknowledged that these changes were difficult to finance,
especially for smaller organizations. As one leader of a
small nonprofit explained,

You know, when there’s anything that is a startup, it’s
gonna take time to build your revenue and to cover
your costs and to eventually be on the positive side of
it. But for smaller organizations like ours, I think the
risk level is a little bit higher ... when you’re smaller,
and you don’t have as many revenue streams that
you can pull from, you maybe don’t have those same
opportunities to support starting up something new,
that a bigger organization might have. Because they do
have a more diverse funding stream. (leader of a small
non-profit organization)

Regardless of size, leaders expressed extreme uncertainty
about the impeding shift toward managed care. In fact, sev-
eral expressed fear about the financial viability of their
organization, and others in the region predicted that this shift
may lead to consolidation within the regional mental health
system. Leaders worried that the large multi-service organi-
zations will thrive under managed care, while the majority
of the community-based mental health organizations in the
region (which carved out their service niches over the years)
will not be competitive and may not survive. An executive
director from a large non-profit organization shared,

I predict actually Alicia that community mental health
centers like ours will not exist one day. Probably in the
next five to ten years, I don’t think an organization like
ours what I would call a niche provider will exist in its
present form. I think there will be behavioral health
services, ... But I think they’ll be a component of a
larger organization. Cause I’m not sure we can make
it financially on our own a whole lot longer...I think
we’re running scared, to be honest with you. I know
some providers who feel like they’re probably going to
be out of business in the first year of behavioral health
redesign full implementation. I don’t really know. I
honestly can’t tell you. But I certainly know there’s a
level of trepidation that I’ve never seen before... So
that’s what competition does, it scares you to death,
frankly.

Competitive vs. Collaborative Values in Mental
Health Service Delivery

Throughout the interviews, leaders also shared their views
about the general impact of competition on mental health
service delivery. A minority of these leaders acknowl-
edged that moderate levels of competition can promote
accountability:

I think that there’s a lot of really positive things that
will come out with this level of accountability. Because
then the competition can shift to: we’re going to pro-
vide the absolute best service and we’re going to have
the data to prove that. That would be, healthy, good
competition. That’s the goal ... rather than we have to
be the biggest and most profitable agency. (Leader of
a medium-sized non-profit organization)

By driving organizations to create more supportive
workplaces that retain talented employees, or adopt effec-
tive interventions, these leaders perceived that competition
heightens pressure to demonstrate accountability and can
improve service quality throughout the regional system.

However, many leaders felt differently about the value
of competition in mental health care, and explained how
excessive competition in the field splits limited resources,
and negatively impacts service quality:

I think that what it does is it drains resources, it splits
resources, and that makes it difficult for any organi-
zation to stand in a kind of solid, stable, sustainable,
healthy way. Because there’s so much competition. I
think that competition then equates to or rolls over into
how services are delivered. So, if you are competing
for such a small pool of resources, and ... you have a
case manager who has 150 people on their case load
now, that’s not good service. I actually think that it
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hurts service if you have too much competition for too
little resources. (CEO of a medium-sized non-profit
organization)

Other leaders described competition as “a business concept,
which does not belong in the human service field because
we deal with individuals and our bottom line is people’s
lives” rather than profits, and another leader called it “wasted
energy.”

Leaders described how they frequently partner with
organizations that compete for similar resources. Collaborat-
ing with a competitor was perceived to confer organizational
benefits because organizations can pool their information
about the latest community needs, identify service gaps, and
plan strategically how each organization will fill them (while
preserving service niches). A director of a small nonprofit
described how she and her partner “co-mingle resources...
and feed off of each other... it’s basically for efficiency
purposes.” In addition, leaders believed that collaboration
with a competitor improved the quality and coordination
of services throughout the region. Smaller organizations
that described themselves as “boutique” providers offering
a specialized service may be unable to meet all client needs;
however, by linking with other similar (competing) organi-
zations they can provide comprehensive services. Several
directors believed that partnering with their competitors will
lead them to be more efficient and effective, and thus, col-
lectively they will be more competitive for managed care
contracts, improving their odds of surviving.

Discussion

Competition among mental health organizations is poorly
understood. In this study, Porter’s competitive forces frame-
work was a useful approach for understanding how organi-
zational leaders manage competition and generating new
insights about how mental health policies may be viewed
and enacted in the field. We found that the intensity, driv-
ers, and response to competition varies depending on the
resource type. Intensive competition for qualified mental
health professionals was driven by the vertical pressure of
workforce shortages, as well as the horizontal threats of new
organizations and employment opportunities outside of the
system; these pressures directly influenced organizations’
employee recruitment and retention approaches. On the
other hand, competition for clients and funding was minimal
because of vertical forces (strong service demand, increased
insurance coverage) and a history of strategic efforts to seg-
ment the market which eased horizontal pressure. These
results suggest that the efficiency and effectiveness objec-
tives of privatization may not have been realized because of
low levels of competition for funding and clients. Shifts in
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Medicaid financing were expected to intensify competition
although directors expressed uncertainty, fear, and concern
that intensive competition is inconsistent with core values
of community-based mental health care. These results have
direct implications for policy and management and high-
lights several important directions for future research.

Intense Competition for Professional Talent

Organizations competed intensively for qualified personnel,
a theme echoed in other research on human service organi-
zations (Collins-Camargo et al. 2019). Behavioral health
workforce shortages (a vertical pressure), strong horizontal
pressure from new entrants to the market (e.g., for-profit
substance use treatment organizations), and employment
options in other fields which function as substitutes intensi-
fied competition for professional talent. According to Porter,
professionals have substantial power under these conditions
and can drive up compensation. Indeed, some organizations
responded in turn by differentiating themselves in terms of
wages and benefits. However, many mental health organiza-
tions may struggle to afford higher wages considering lim-
ited assets, and low reimbursement rates, especially from
Medicaid for services delivered by social workers (who
deliver the majority of mental health services) (Bunger
et al. 2019; Watson et al. 2013). Instead of addressing the
seemingly intractable challenge of salaries, some leaders are
defining this challenge in ways that might be more under
their control, such as work-life balance, organizational
culture and professional development (defensive tactics to
retain current staff). This is a common approach in knowl-
edge-intensive fields (von Nordenflycht 2010) and seems
wise given the difficulty of raising salaries and considering
how factors other than salary often drive clinicians to leave,
or intent to leave a current employer (Acker 2004; Fukui
et al. 2019).

Behavioral health workforce shortages have been well-
documented and are projected to continue given service
demands, and current training capacity (Covino 2019; Hoge
et al. 2013; McBain et al. 2019; Satiani et al. 2018). Under
continued or escalating competition for personnel, mental
health organizations may struggle to maintain a qualified
workforce which could have adverse effects for service qual-
ity (turnover, supervision, etc.). Organizations could address
undersupply by reducing minimal degree and credentialing
standards, or recruiting other types of professionals (e.g., lay
health workers, peer support) (Hoge et al. 2013). However,
none of the leaders in this study reported using this strat-
egy. This may be driven by an organizational commitment to
preserve high quality service delivery or governmental and
insurance reimbursement rates (preferencing doctorate-level
providers). Regardless, training incentives and apprentice-
ship programs that offer new clinicians clear pathways to the
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local workforce will continue to be important (Hoge et al.
2013).

Limited Competition for Funding and Clients: The
Role of Policy

The leaders in this sample reported that historically, com-
petition for funding and clients has been minimal. Draw-
ing on Porter’s framework, this weak competition can be
explained partially by a history of strategic responses (e.g.,
carving out service niches) to reduce horizontal competition
from other local organizations. For instance, the organiza-
tions in this sample represent a diversity of facility types,
sizes, and target populations which could reduce the degree
to which they compete with one another directly. However,
surges in service demand (e.g., opioid crisis) coupled with
expanded insurance coverage reduced vertical pressures
exerted by client and funders’ “buying power.” Thus, there
have been few competitive pressures to intensify organiza-
tional rivalry over the past several decades despite a general
push toward privatization. This implies that federal, state,
and local responses have not been consistent in their aim of
promoting and leveraging competition in the private market.
Shifting to a managed care model for administering
behavioral health services through the state’s Medicaid pro-
gram could intensify competition, as leaders in this study
anticipated. Managed care models are indeed intended to
stimulate competition—but among insurance carriers. Under
managed care, selected insurance plans compete for Med-
icaid-enrollees, who theoretically choose a carrier based on
the quality of their provider networks (cost is not a factor
in the decision since Medicaid-enrollees do not pay premi-
ums) (Enthoven 1993; Frank and Glied 2006). The managed
care entities are incentivized to keep service costs down by
establishing a manageable network of providers that deliver
effective services efficiently, and in coordination with others
in the network (McGuire 2016). Thus, they might only offer
a limited number of contracts, preferencing larger multi-
service organizations. In this sample, leaders expected that
they will have to compete intensively for these contracts in
order to continue serving (and be reimbursed for serving)
Medicaid-enrollees. These findings suggest that Medicaid
managed care models (which increase state Medicaid pro-
grams’ buying power, a vertical pressure) might also stimu-
late downstream competition for funding among local organ-
izations. It also suggests that clients’ choice (and thus their
power as service consumers) might also be restricted as they
are directed to services by their managed care coordinator
which may have negative consequences for organizational
responsiveness to consumer needs (McBeath et al. 2014).
Losing a Medicaid contract could threaten the viability
of these organizations, since many depended on Medicaid-
enrollees as their primary clientele. As reported in this study,

efforts to expand services through mergers, collaboration,
or other growth (perhaps to counter the specialized niches
developed over the years) and implement evidence-based
practices were intended to make organizations more attrac-
tive as managed care network members. These organiza-
tional responses (growth, mergers, and attention to quality)
have potential to improve services as observed in the gen-
eral healthcare sector (Postma and Roos 2016), but must be
examined in future studies.

Potential Consequences of Competition for Mental
Health Service Organizations

While competition (or the anticipation of competition) might
trigger strategic responses to improve work conditions and
service quality, our study also points to the potential down-
sides of competition. Leaders feared that intensive competi-
tion for funding and clients could starve organizations of
resources needed for recruiting talented personnel, improv-
ing quality, and innovation. Some predicted that small or
mid-sized organizations (those that do not win managed care
contracts) would merge or fold. Although it could be argued
that dissolution is a natural consequence for ineffective or
inefficient organizations, a contraction in the size and scope
of regional mental health systems could negatively affect
service diversity and availability. As voiced by leaders in this
study, these potential consequences raise questions about
whether competition is consistent with the mission and val-
ues of human service delivery.

Although leaders’ opinions about the value of compe-
tition was not our original study intent, the participants’
views in this study point to several new insights about men-
tal health policies. Policy and other environmental changes
that alter competition among organizations can lead to
substantial uncertainty for leaders and difficulty predicting
outcomes of their decisions (Milliken 1987). So that lead-
ers and their boards can prepare their organizations, funders
and policy makers should communicate expectations and
timelines clearly for planned policy shifts that intensify com-
petition. Our findings also suggest that small and mid-sized
organizations might need additional assistance (e.g., time,
funding, technical support around billing) so that they can
compete with larger, or better-resourced organizations. Nota-
bly, leaders in this sample felt strongly that they are more
effective when they collaborate than compete, in line with
prior studies demonstrating a strong relationship between
collaboration and a desire to meet emergent community
needs (Bunger et al. 2017; Selden et al. 2006). Consistent
with this belief, they described collaborative strategies to
expand in preparation for a more competitive environment
(e.g., viareferral partnerships, alliances, mergers), suggest-
ing that they would be more competitive as a small group
than an individual organization. These results help explain
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why mental health and other human service organizations
frequently collaborate with their direct competitors (Bunger
2013; Bunger et al. 2014) and implies that competition might
emerge between small groups rather than among individual
organizations (Bunger and Gillespie 2014; Trapido 2007),
although this hypothesis should be tested in future studies.
As an alternative to policy and system reforms that promote
competition, policy makers and funders might support new
organizational alliances among small groups of organiza-
tions, especially considering how systems organized around
highly collaborative organizational groups have been asso-
ciated with client outcomes (Lemieux-Charles et al. 2005;
Provan et al. 1996).

Who Really Benefits from Competition Among
Mental Health Organizations?

Theoretically, market competition is presumed to benefit
consumers by driving innovation, effectiveness, and cost-
efficiency. Although we do not test this proposition, our
study provides minimal support for the idea that competition
directly benefits consumers, at least in this sample of organi-
zations. Leaders reported a few efforts to improve treatment
quality or consumer experience (e.g. implement EBPs) how-
ever, these were rare; we heard little about how organizations
are reducing out of pocket costs, enhancing accessibility, or
responding to issues of equity, for example. Instead, lead-
ers responded to competition (current and anticipated) by
attending to workplace culture, salaries, service volume, etc.
Thus, the principal beneficiaries of competition among these
mental health organizations appeared to be funders and the
workforce, not the individual client.

For consumers to benefit from competition, they require
both a choice of service providers, and the capacity to make
an informed judgement about service quality. In this study,
providers’ historical efforts to segment the market geo-
graphically and by service type likely limited clients’ choice.
Additionally, defining quality of care in mental health treat-
ment is a complex and emerging construct (Kilbourne et al.
2018)—one that far exceeds the capacity of most consumers
even if there are clear outcome indicators and data available.
While there is some support for a relationship between cli-
ent satisfaction and quality of care in mental health (Edlund
et al. 2003), there is no mechanism for communicating that
information to consumers when they are seeking services,
beyond perhaps word of mouth or online reviews.

Limitations and Directions for Future Research
Our findings should be considered in light of limitations.
Our results were influenced by the context of the sample

setting, which included impending Medicaid shifts and pro-
fessional licensure requirements in the state, combined with
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regional behavioral health needs (particularly in the wake of
an opioid crisis) and available qualified professionals. The
sample also primarily consisted of nonprofit organizations;
while the interviews we conducted with for-profit leaders
did not generate unique insights, we recommend a targeted
exploration of whether leaders experience competition dif-
ferently in a for-profit environment. In addition, other stake-
holders (e.g., staff, funders, consumer) might have different
perspectives on competition and how organizations respond
which are not reflected in this study. However, we took sev-
eral measures to enhance the validity of results; three team
members coded the interviews and met several times to
refine the codebook and reach consensus on applied codes.
Although we reached saturation of themes within our small
sample of interviews, other competitive pressures might be
identified in other regional or policy contexts.

This qualitative study was conducted to expand our lim-
ited understanding of competition among mental health
organizations and our findings point to several implications
for a continuing line of research. First, our study points to
the need for a more robust measurement of competition in
mental health markets. Traditionally, competition has been
captured using the Herfindahl-Hirschman index, a quantita-
tive metric of market concentration that reflects the number
of organizations and market size (total revenues) (Rhoades
1993). However, as Porter’s framework and our study illus-
trates, this may offer a full depiction of the competitive envi-
ronment. A quantitative measure might reflect the perceived
intensity of competition for resources at the organizational
level (e.g. funding, contracts, staff), or the salience/intensity
of Porter’s five forces at the market level.

Second, our findings related to how administrative and
financing reorganizations (e.g. parity, Medicaid expansion,
shift to managed care) influence competition, and organi-
zational change suggests the need to examine interorgani-
zational competition as a potential mediator in policy stud-
ies. For instance, studies examining the impact of managed
behavioral health care might examine intensity of competi-
tion for managed care contracts, the preferred features of
organizations that win contracts, and the effects on care
availability, quality, costs, and the population of commu-
nity-based behavioral health organizations. This could be
examined in a multi-level study that links data on the num-
ber and service scope of mental health organizations in a
region, interorganizational competition for managed care
contracts, characteristics of organizations awarded a con-
tract, and claims data. Expanding research on competition
into other geographic regions, and over time would likely
reveal new insights into behavioral health markets depend-
ing on varying political, community, and workforce factors.

Third, our findings identify several ways organizations
respond to changing competitive conditions (e.g. imple-
menting EBPs, improving culture, sign-on bonuses), the



Administration and Policy in Mental Health and Mental Health Services Research (2021) 48:393-407 405

effectiveness of which are likely to be of interest to organi-
zational leaders and funders alike. Studies that test the
system and organizational conditions under which these
strategies are most useful could inform managers as they
respond to varying market forces. Importantly, these studies
should examine the impact on client outcomes (especially
outcomes deemed most relevant and important to clients)
to determine whether and how organizational response to
competition benefit consumers. Finally, since our study sug-
gests that system reform efforts to increase competition may
not have achieved their intended goals, there may also be
value in understanding funders’ decision-making processes.
This might include exploring how funders balance cost con-
tainment with quality, operationalize quality, fund quality
assessments, and hold organizations accountable.

Conclusions

Mental health system reforms have sought to leverage
competition (particularly for funding and clients) in the
private sector to improve service quality and costs, despite
an incomplete understanding of how mental health organi-
zations experience and respond to competition. Our study
demonstrates that mental health organizations do compete—
for qualified personnel—and they adjust in ways that might
improve services, consistent with theory on competition and
the underlying goals of privatization. However, our study
also suggests that privatization’s promised performance
gains may remain unrealized because of minimal competi-
tion for funding and clients (driven by a history of segment-
ing the local market, federal policies expanding treatment
access, and strong community need). Although the shift to
managed care model might intensify competition, our par-
ticipants also questioned whether such intensive competition
is consistent with the values of community-based service
delivery. As our field considers and evaluates alternative
models for structuring and financing mental health services,
the intensity, drivers, and organizational responses to the
competitive environment are likely to be salient explanations
for the impacts observed.
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