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V alue-based health systems, such as accountable care orga-

nizations (ACOs), have made progress in improving care 

value.1 However, provision of health care for children, the 

cornerstone of our future society, remains haphazard and subpar.2 

We suggest partnerships between value-based health care systems 

and “capitated” special education systems as a novel relationship 

to drive high-value pediatric care.

Health care and education are tightly connected for the pediatric 

population—a healthier child is a better learner, and vice versa.3 Early 

childhood education, high school graduation, and enrollment in 

higher education are highly correlated with health.4,5 Fundamentally, 

the goals of improving child well-being make child health care and 

education inseparable, yielding a hypothesis that a partnership 

between health care and school systems has potential. Historically, 

however, child health care systems have been reimbursed for caring 

primarily for ill children in fee-for-service health settings, and 

schools were focused on providing education and limited health 

care services through special education for the children with the 

most needs in schools. Neither group had strong motivation to 

partner with the other.

The advent of alternative payment models like capitation in health 

care changed the incentives for health care systems, increasing 

the focus on prevention and savings. Interestingly, 8 states (eg, 

California, Massachusetts) also use a capitated system in special 

education, namely census-based education,6 which pays a school 

district a lump sum for special education according to the number 

of the whole population of students, regardless of the actual number 

of special education students. Both types of capitation shift the 

risks of overspending to those delivering services (health care 

organizations or school districts) and encourage the 2 systems 

to support children with highest needs and long-term chronic 

conditions across settings.

Educating a child with special needs is expensive, costing 2 to 

3 times more than for a student with typical development. Using 

California as an example, the $26,000 average annual educational 

costs of a student in special education are almost triple those of a 

student in regular education.7 With more students needing special 

education, the total expenditure increased by 28% in the decade 

between 2007-2008 and 2017-2018.7 Likewise, the medical costs 

of these similar groups of children with chronic and complex 

conditions are 2 to 10 times more than those of children with 

typical development.8

Some high-need, high-cost diseases may spark shared interests 

in the 2 systems (see the Table9-15 for examples). For example, 1 in 

54 children in the United States is affected by autism, a condition 

generally considered to be the most expensive developmental 

disorder. The total cost of care for individuals with autism is esti-

mated at $236 billion to $262 billion annually in the United States.16 

Although there is no effective cure for autism, early intervention 

(EI) before the age of 5 years is critical to improving cognitive, 

social, and language development.17 Because these services are 

rarely integrated between special education and health care, better 

coordination has the potential to substantially reduce the cost of 

care for autism for both systems. Initial estimates showed that 2 to 

3 years of EI would save almost $20,000 in therapy-related health 

care costs per child in the year after EI18 and approximately $200,000 

in educational costs per child across 18 years of education.19

Despite shared motivation and new opportunities to align value, 

we know of no specific examples of shared, value-based contracting 

between health care and school systems. Yet, based on a number 
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TAKEAWAY POINTS

Value-based contracts between managed health care systems and school 
systems are feasible and potentially clinically and financially gainful.

 › The rise of value-based contracts in pediatrics and performance-
based contracts in education has signaled the readiness of both 
sectors to adopt financial risk for high-cost groups of children.

 › Schools, especially those using a population-based (capitated) 
formula, are likely to be more interested in long-term outcomes 
and may fund some interventions. Health care organizations bear-
ing financial risk and long-term commitments may do the same.

 › Value-based contracting between the 2 systems can initially focus 
on shared high-need, high-cost cases (eg, asthma, attention-deficit/
hyperactivity disorder).
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of emerging activities, we believe that such 

value-based contracts between the 2 systems 

are more than a pipe dream. At a national level, 

both HHS and the Department of Education 

strongly encourage embedding health supports 

in educational settings for children, setting 

the groundwork for more extensive clinical 

and financial collaboration.

At a local level, there are many school-based 

health projects, but at least 2 examples are 

associated with capitated pediatric populations. 

Partners for Kids (PFK), a pediatric ACO in Ohio, 

carries full financial risk for approximately 330,000 Medicaid-insured 

children. To ensure population health, PFK has introduced care in 

schools. PFK started 2 dozen school-based health centers and an 

asthma therapy program through which children can receive medica-

tion at school to decrease the percentage of emergency department 

(ED) visits related to asthma and to increase school attendance. 

Given the heavy burden of behavioral health on PFK, specialists from 

PFK also assisted more than 125 schools in implementing the PAX 

Good Behavior Game, an evidence-based preventive intervention 

that reduces drug dependence, suicidal ideation, dropout rates, 

and special education rates.20 PFK has a cost growth rate 2 to 6 

times less than that of fee-for-service.21 It is unclear, however, how 

much these school programs have contributed to PFK’s lower costs. 

A similar value-based program developed by Boston Children’s 

Hospital also partnered with schools and the larger community 

to deliver asthma support. This program reduced missed school 

days by 20% and ED visits by 50%.22 These value-based efforts are 

growing (eg, Colorado Medicaid Accountable Care Collaborative, 

Wisconsin Children’s Hospital). Although these initiatives do not 

involve value-based contracts between the 2 systems per se, they 

have highlighted the possibility of both systems pursuing aligned 

health- and education-related quality metrics together.

The structure of partnerships between schools and health 

systems varies based on incentives. First, schools are likely to be 

more interested in long-term outcomes than most health plans 

because children do not leave school districts frequently,23 but they 

may shift health plans. School systems, especially those that have 

capitated special education, are motivated to pay for outcomes that 

are educationally and financially gainful, such as a reduced rate of 

special education and an improved rate of attendance. This motiva-

tion was evident in recent pay-for-performance contracts between 

school districts and EI agencies.24 For instance, school districts 

could set up pay-for-performance contracts with health systems 

to leverage health systems’ expertise in specialized EI to improve 

at-risk student outcomes and to reduce the rate of special education. 

Then school districts could financially incentivize health systems 

if the rate of special education goes down and student outcomes 

are improved. These school-based service lines may become a 

new revenue stream for health systems. Second, capitated health 

plans, managed care organizations (MCOs), and ACOs are often 

more interested in short-term outcomes because of high churn 

rates and annual incentive contracts from state Medicaid agencies. 

Thus, these health plans are more likely to finance interventions 

that can generate a quick return on investment (eg, school-based 

asthma clinics to reduce ED visits, school-based adolescent wellness 

visits to receive Medicaid incentives). For instance, capitated health 

systems may set up upside sharing contracts with school-based 

health clinics/schools as a way to incentivize quality school-based 

care for asthma.

Value alignments between the 2 systems will necessitate some 

foundational elements and contracting mechanisms. First, health 

care and school systems would have to share coverage of similar 

populations geographically. They would develop trusting relation-

ships, identify goals, and agree on metrics. Second, data sharing 

systems and agreements attuned to both the Health Insurance 

Portability and Accountability Act of 1996 and the Family Education 

Rights and Privacy Act would be set up. Third, the 2 systems would 

have to agree on the services through which to achieve the goals 

and then develop contracts. Indeed, value-based contracting will 

not solve all structural barriers, such as a shortage of behavioral 

health clinicians. To enable quality pediatric care at scale, health 

and school systems will need to continually advocate for system 

changes (eg, increased total funding for pediatric care).

The need for better coordination between the 2 systems is even 

more evident now as coronavirus disease 2019 (COVID-19) has put 

both health care systems and school systems under great stress. 

Primary care facilities for children are under tremendous financial 

pressure, with many sites serving low-income children expected 

to close. Massive delays in the receipt of routine health care have 

occurred, placing children at risk of vaccine-preventable disease 

as school resumes. Schools have also been subjected to intense 

pressures. They were primary places to provide health-related 

services for many school-age children, ranging from primary care 

at school-based health centers to behavioral/mental health services 

through individualized education programs before COVID-19. However, 

large-scale school closures have pushed off both education and its 

affiliated health care services, even when telehealth or distance 

learning has been available. Even here, new opportunities exist to 

coordinate digital access for school-age children and their families 

to both health care and education, ensuring access to support at 

TABLE. Incremental Health Care and Education Costs of 3 Common Health Conditions9-15,a

Prevalence 
Incremental 

health care costs 
Incremental 

education costs

Asthma 7.5%9 +$1737 PMPY10

+$99 PMPY10

(2.3 missed school 
days PMPY10)

Autism 1.85%11 +$3020 PMPY12 +$8610 PMPY12

ADHD 9.4%13 +$682 PMPY14 +$5007 PMPY15

ADHD, attention-deficit/hyperactivity disorder; PMPY, per member/student per year.
aSystems that experience more incurred costs may have more motivation to contain costs by providing 
better care and conducting preventive measures. Costs in this table are estimates reported in the 
literature and may not be applicable for all systems.
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home, health care, and school. Treatment planning and progress 

monitoring can be done in a collaborative manner to maximize 

continuity of services during and after COVID-19.

Also, with nonurgent care being postponed or being converted to 

telehealth visits, health care systems may have difficulty reaching 

children and their families. Health care systems, especially MCOs 

that share a similar geography of children with particular school 

districts, may take advantage of school-based communication chan-

nels (which have frequent contacts with parents) to disseminate 

population-based health monitoring to inform population-based 

health strategies for children in the shared geography. Such 

population-based health monitoring may include measures on 

social determinants of health needs and unmet care needs. The 

likely repercussions of COVID-19 will continue to prompt creative, 

collaborative efforts to support children more efficiently. 

In sum, value alignment between health care and school systems 

has promise but is replete with challenges. A start could be made, 

however. MCOs and ACOs are likely to be the most fruitful sites to 

initiate the collaboration. Expanding on the few existing partner-

ships, such as PFK, and evaluating their effects more extensively on 

educational outcomes and school financing could be the next step. n
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