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D E P A R T M E N T  O F  A D M I N I S T R A T I O N

DIVISION OF RETIREMENT & BENEFITS 

PLEASE REPLY TO:

□ P.O.BOX CR
JUNEAU, ALASKA 99811-0203 
PHONE: (907)465-4460

□ 2600 DENALI ST. SUITE 401 
ANCHORAGE, ALASKA 99503-2740 
PHONE: (907) 277-7504

Public Employees' Retirement System 
Teachers' Retirement System 
Judicial Retirement System 
Elected Public Officers Retirement System 
National Guard Retirement System 
Territorial Retirement System 
Retirees' Voluntary Dental-Vision-Audio Plan 
Supplemental Benefits System 
Group Heallh/Ufe Insurance Benefits 
Deterred Compensation Plan 
Public Employers Social Security Contributions

STEVE COWPER, GOVERNOR

February 19, 1988

The Honorable Niilo Koponen 
The Honorable Johnny Ellis 
Co-Chairmen, Health, Education,
Social Services Committee 
P.O. Box V 
Juneau, AK 99811

Dear Representatives Koponen and Ellis:

Re: House CSCSSB 67 (HESS)
(2/9/88 Draft)

In accordance with^AS 24.08.036, I am providing an analysis below on House 
CSSB 67 (HESS). The analysis includes the long-term and short-tenn costs 
to the state if the bill is adopted and the impact the bill will have on 
the actuarial soundness of the Public Employees' (PERS) and Teachers' 

(TRS) Retirement Systems funds.

The financial impact shown in this letter represents the costs to 
employers participating in the state's retirement plans due to the 
increased limits of coverage for mental or nervous conditions under the 
retiree's health plan. In addition to the costs to the state's operating 
budget outlined on the fiscal note, this bill is estimated to result in a 
.20% increase in the PERS employer contribution rate and a .15% increase 
in the TRS employer contribution rate and a .15% increase in the TRS State 
Match contribution rate in FY 90. The estimated FY 90 payrolls are listed 
below and are assumed to remain level each year thereafter.

The cost of $1,034.6 is calculated as follows:

The increase in the PERS contribution rate 
(.20%) times the estimated FY 90 state PERS 
payroll ($479,549,872) equals:

The increase in the TRS contribution 
rate (.15%) times the estimated FY 90 
University of Alaska TRS payroll 
($44,753,863) equals:

The increase in the TRS contribution rate 
(.15%) times the estimated FY 90 Department 

of Education TRS payroll ($5,613,930) equals: 8.4

$1,034.6

$ 959.1 

67.1

02-P-tlH Note: Please Include Your Social Security Number In All Ccrresoondence & Rcguests Concerning Your Benefits.



The Honorable Niilo Koponen 

The Honorable Johnny Ellis

- 2 - February 19, 1988

In addition to the state costs described above, there would also be an 

increase in political subdivisions' FY 90 contribution rate of .20% and in 

school districts' contribution rate of .15%. This would result in an 

increase in their annual costs as follows:

The increase in the PERS contribution rate 

(.20%) times the estimated FY 90 political 

subdivision payroll ($329,744,333) equals: $ 659.5

The increase in the TRS contribution rate

(.15%) times the estimated FY 90 school

districts' payroll ($319,882,344) equals: $ 479.8

51713973

Although there would not be an adverse impact on the actuarial soundness 

of the PERS and TRS funds if this bill becomes law, the unfunded liability 

will increase by $3,098,000 and the funding ratio will decrease by .3% in 

the PERS, and the unfunded liability will increase by $1,826,000 and the 
funding ratio will decrease by .2% in the TRS.

Sincerely,

Robert F. Stalnaker

Acting Director

RFS/bb/7
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FISCAL NOTE

More Alaskans would be able to obtain needed mental health services as a result 

of passage of this bill. These services could be provided by the public or 

private sector. The Department of Health & Social Services is unable to 

estimate how much revenue would be generated by the public sector (Alaska 

Psychiatric Institute and grantee community mental health centers) because 

consumption patterns might shift if people could access the private sector.

Page 2 of 2
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Committee Substitute 

for
Senate Bill 67 (HESS)

"An Act relating to insurance coverage for the treatment of 
a mental or nervous condition."

This bill expands group health insurance coverage to include an 
option for 45 days per year of in-patient treatment and 50 hours 
total per year of out-patient treatment or office visits for each 
covered individual.

The department supports the progressive approach of this 
legislation. However, we suggest several amendments which we 
believe facilitate access to a cost-effective continuum of mental 
health services by rural and urban Alaskans. The amendments allow 
mental health services to be provided in the least restrictive 
environment and help to reduce the per client cost of care. This 
continuum includes: comprehensive diagnostic and evaluation
services; professional services given in the office, home and 
extended home; case management; day treatment; various levels of 
residential care (group homes and other residential facilities); and 
general or psychiatric hospital services.

1) The definition of "inpatient treatment," Sec. 21.42.365(d)(4), 
should be expanded to include coverage for appropriate treatment 
received in residential child care facilities which are licensed by 
the Division of Family and Youth Services under AS 47.35.

Acute psychiatric care facilities are an essential part of a 
complete continuum of psychiatric services, however, many persons 
who suffer from a mental or nervous condition may receive 
appropriate inpatient treatment in the less restrictive and less 
costly environment of a licensed group home or residential care 
center. The only private acute psychiatric care hospital in Alaska 
listed an FY 1986 cost of $551.00 per day. By comparison, per day 
costs for group homes range from $85.25 to $210.00.

2) The definition of "outpatient treatment." Section 21.42.365
(d)(8), should be expanded to include any mental health care 
provider who has a master's or doctoral degree in psychology, 
nursing, or social work and works in conjunction with one or more 
licensed mental health care providers.

As presently written CSSB 67 allows reimbursement for 
outpatient treatment only if the provider;

(1) has a master's or doctoral degree in psychology, 
nursing, or social work, and

(2) is employed by a community mental health care facility 
which provides the treatment, and

(3) works in conjunction with a licensed provider.

• P O S I T I O N  P A P E R
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The department believes that expanding the scope cf reimbursable 
providers would allow access to qualified providers by clients in 
areas without community mental health centers. Some rural areas do 
not have easy access to a mental health center, but have 
professional services available through licensed facilities or 
professionals working in conjunction with licensed professionals.

This may be accomplished by adding "or" to the end of 
subsection (B) and adding another subsection to read:

(C) a person who works in conjunction with one or more of 
the professicnals identified in subsection (BMi), (B)(ii), 
and (BMiii) above, and has a master's or doctoral degree in 
psychology, nursing, or social work.

The legislature has already supported Medicaid reimbursement 
for inpatient psychiatric facility care, outpatient treatment in a 
psychiatrist's office, and the services of the various levels of 
professionals in state supported community mental health centers.
(AS 47,07.030). CSSB 67 provides an opportunity for persons not 
eligible for the Medicaid program: to gain similar insurance 
coverage.

The Department of Health and Social Services endorses the 
concept of insurance reimbursement for a full continuum of mental 
health services provided through licensed facilities or when 
provided by professionals working in conjunction with licensed 
professionals. The need for increased accessibility is highlighted 
in many recent reports (e.g. 1586 Resource Committee Report for S.B. 
520, 1985 API Children's Facility Study, and 1986 Bar.ergee Study on 
Child and Adolescent Grants and Contracts).

CSSB 67 is a significant step forward in the delivery of mental 
health services in Alaska and is supported by the department. The 
department supports this legislation and urges consideration of 
these amendments prior to passage.

• ' Page 2

OHMENDED BY:

Mel Hen^y, Direct< 
D ^ i s i o n  vS Mental KeaV^h and 

Developmental Disabilities

•  ,

Kim Busch, Director 
Division of Medical Assistance

nne Chase, Director 
vision of Family and Youth Services

Date: 
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Myra

Ju . _______
a'Pi. Munson, Commissioner
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SB 67 

FISCAL NOTE

Payments to the Alaska Psychiatric Institute from 3rd party insurance are 
estimated to increase as a result of this bill. Community Mental Health 
Centers could expect additional revenue from 3rd party payors also. Data 
is not available from this Division to calculate the potential increase in 
revenue. Currently, 40% of our clients have some form of insurance.

p age 2 o f  2



O f f e r e d :  3 / 3 1 / 8 7  5 - 0 3 5 6 E
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  F a i k s  a n d  K e r t t u l a

BY THE H E A L T H ,  EDUCA TI ON AND
1 I N  THE SENATE S O C I A L  S E R V I C E S  COMMITTEE

2  CS FOR SENATE B I L L  NO.  6 7  ( H E S S )

3 I N  THE L E G I S L A T U R E  O F  THE S TA TE  OF ALASKA

A F I F T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N

5 A B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  f o r  t h e  t r e a t -

7 i n e n t  o f  a  m e n t a l  o r  n e r v o u s  c o n d i t i o n . "

8 BE I T  ENACTED BY THE L E G I S L A T U R E  OF T HE  S T A T E  OF AL ASKA:

9 *  S e c t i o n  1 .  AS 2 1 . 4 2  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

1 0  S e c .  2 1 . 4 2 . 3 6 5 .  COVERAGE F O R  TREATMENT OF A MENTAL OR NERVOUS

1 1  C O N D I T I O N .  ( a )  A n  i n s u r e r  a u t h o r i z e d  u n d e r  AS 2 1 . 0 9  t o  o f f e r ,  i s s u e

1 2  f o r  d e l i v e r y ,  d e l i v e r ,  o r  r e n e w  a  g r o u p  d i s a b i l i t y  i n s u r a n c e  p o l i c y

1 3  f o r  m a j o r  m e d i c a l  c o v e r a g e  o n  a n  e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,

1 4  o r  a  h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 2 1 . 8 7

1 5  t o  o f f e r  o r  r e n e w  a  g r o u p  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n  t h e

1.6 s t a t e ,  s h a l l  o f f e r  t h e  i n s u r e d  o r  s u b s c r i b e r  a n  o p t i o n  t o  r e c e i v e  t h e

1 7  f o l l o w i n g  c o v e r a g e  f o r  t r e a t m e n t  o f  a  m e n t a l  o r  n e r v o u s  c o n d i t i o n  o f

1 8  t h e  i n s u r e d ,  s u b s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  b y  t h e  p o l i c y  o r

1 9  c o n t r a c t :

2 0  ( 1 )  4 5  d a y s  a  y e a r  o f  i n p a t i e n t  t r e a t m e n t  f o r  e a c h  c o v e r e d

2 1  i n d i v i d u a l ;

2 2  ( 2 )  a  t o t a l  o f  5 0  o u t p a t i e n t  t r e a t m e n t  o r  o f f i c e  v i s i t s  a

2 3  y e a r  f o r  e a c h  c o v e r e d  i n d i v i d u a l .

2 4  ( b )  T h e  i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  o f f e r i n g  c o v e r a g e  u n d e r

2 5  t h i s  s e c t i o n  m a y  i m p o s e  r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  m a y  n o t

2 6  r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  p a y  a  h i g h e r  d e d u c t i b l e  o r

2 7  c o - p a y m e n t  f o r  t h e  c o s t  o f  t r e a t i n g  a  m e n t a l  o r  n e r v o u s  c o n d i t i o n  t h a n

2 8  f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

2 9  ( c )  I f  a n  i n s u r e d  o r  a  s u b s c r i b e r  d e c l i n e s  t h e  c o v e r a g e  o f f e r e d

S B0 067 b  - 1 -  CSSB 6 7 ( H E S S )



1 u n d e r  t h i s  s e c t i o n ,  t h e  i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  m a y  o f f e r  t h e

2 i n s u r e d  o r  s u b s c r i b e r  o t h e r  c o v e r a g e  f o r  t r e a t i n g  a  m e n t a l  o r  n e r v o u s

3 c o n d i t i o n .

4 ( d )  I n  t h i s  s e c t i o n

5 ( 1 )  " c o - p a y m e n t "  m e a n s  t h e  p o r t i o n  o f  t h e  c o s t  i n  e x c e s s  o f

6 t h e  d e d u c t i b l e  p o r t i o n  t o  b e  p a i d  b y  t h e  i n s u r e d  o r  s u b s c r i b e r ;

7 ( 2 )  " "  > s t "  m e a n s  t h e  l e s s e r  o f  t h e  f o l l o w i n g :

8 ( A )  t h e  a c t u a l  c h a r g e  f o r  t h e  t r e a t m e n t  r e c e i v e d  f o r  a

9 m e n t a l  o r  n e r v o u s  c o n d i t i o n ;  o r

10 ( B )  t h e  u s u a l ,  c u s t o m a r y ,  a n d  r e a s o n a b l e  c h a r g e  f o r

11 t h e  t r e a t m e n t  a s  d e t e r m i n e d  b y  t h e  c o n t r a c t  o f  c o v e r a g e ;

1 2  ( 3 )  " d e d u c t i b l e "  m e a n s  t h e  p o r t i o n  o f  c o v e r e d  c o s t s  t h a t

13 m u s t  b e  i n c u r r e d  b e f o r e  b e n e f i t s  b e c o m e  p a y a b l e ;

1/) ( 4 )  " i n p a t i e n t  t r e a t m e n t "  m e a n s  t r e a t m e n t  o f  a  h o s p i t a l

15  r e g i s t e r e d  b e d  p a t i e n t  f o r  w h o m  t h e  h o s p i t a l  m a k e s  a  d a i l y  r o o m  c h a r g e

10 i n

17 ( A )  a  g e n e r a l  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  u n d e r

18 A S  1 8 . 2 0  o r  l o c a t e d  a n d  l i c e n s e d  i n  a n o t h e r  s t a t e ;

19  ( B )  a  p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d

2 0  u n d e r  A S  1 8 . 2 0  o r  l o c a t e d  a n d  l i c e n s e d  i n  a n o t h e r  s t a t e ;  o r

2 1  ( C )  a  h o s p i t a l  t h a t  i s  l o c a t e d  i n

2 2  ( i )  t h e  s t a t e  a n d  s p e c i f i c a l l y  e x e m p t  u n d e r

2 3  AS 1 8 . 2 0 . 0 2 0  f r o m  t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

2 4  o r

2 5  ( i i )  a n o t h e r  s t a t e  a n d  s p e c i f i c a l l y  e x e m p t  f r o m

2 6  t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;

27  ( 5 )  " m a j o r  m e d i c a l  c o v e r a g e "  m e a n s  a  d i s a b i l i t y  i n s u r a n c e

2 8  c o n t r a c t ,  o r  a  s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i -

2 9  t a l  a n d  m e d i c a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  m a x i m u m  b e n e f i t s  f o r  t h e
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1 i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 , 0 0 0 ;

2  ( 6 )  " m e n t a l  o r  n e r v o u s  c o n d i t i o n "  m e a n s  a  m e n t a l  d i s o r d e r

3 i d e n t i f i e d  i n

4  ( A )  t h e  D i a g n o s t i c  a n d  S t a t i s t i c a l  M a n u a l  o f  M e n t a l

5 D i s o r d e r s  ( T h i r d  E d i t i o n )  p u b l i s h e d  b y  t h e  A m e r i c a n  P s y c h i a t r i c

6  A s s o c i a t i o n ;  o r

7 ( B )  t h e  1 C D - 9 - C M  ( F i r s t  E d i t i o n )  p u b l i s h e d  b y  t h e

8  C o m m i s s i o n  o n  P r o f e s s i o n a l  a n d  H o s p i t a l  A c t i v i t i e s ;

9  ( 7 )  " o f f i c e  v i s i t "  m e a n s  t r e a t m e n t  t h a t  i s  n o t  i n p a t i e n t

1 0  t r e a t m e n t  o r  o u t p a t i e n t  t r e a t m e n t  a n d  t h a t  i s  p r o v i d e d  i n  t h e  p r o f e s -

1 1  s i o n a l  o f f i c e s  o f

1 2  ( A )  a  p s y c h i a t r i s t  w h o  i s  l i c e n s e d  a s  a  p h y s i c i a n  i n

1 3  t h e  s t a t e  a n d  c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y -

1 4  c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  a n d  N e u r o l o g y ;

1 5  ( B )  a  p h y s i c i a n  w h o  i s  e m p l o y e d  b y  t h e  f e d e r a l  g o v e r n -

1 6  i n e n t  i n  t h e  s t a t e  a n d  c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n  i n

1 7  p s y c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  a n d  N e u r o l o g y ;  o r

1 8  ( C )  a  p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d

1 9  u n d e r  AS 0 8 . 8 6 ;

2 0  ( 8 )  " o u t p a t i e n t  t r e a t m e n t "  m e a n s  t r e a t m e n t  t h a t  i s  n o t

2 1  i n p a t i e n t  t r e a t m e n t  a n d  t h a t  i s  p r o v i d e d

2 2  ( A )  i n  t h e  o u t p a t i e n t  d e p a r t m e n t  o f

2 3  ( i )  a  h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  A S  1 8 . 2 0  o r

2 4  t h a t  i s  s p e c i f i c a l l y  e x e m p t  u n d e r  AS 1 8 . 2 0 . 0 2 0  f r o m  t h e

2 5  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

2 6  ( i i )  a  h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e

2 7  a n d  t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  e x e m p t  f r o m  t h e

2 8  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

2 9  ( i i i )  a n  e n t i t y  t h a t  i s  d e s i g n a t e d  b y  t h e
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D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  a s  t h e  

o r g a n i z a t i o n a l  u n i t  i n  a  g e o g r a p h i c a l  a r e a  t o  r e c e i v e  f u n d s  

u n d e r  AS 4 7 . 3 0 . 5 2 0  -  4 7 . 3 0 . 6 2 0 ;  a n d

( B )  b y  o n e  o r  m o r e  o f  t h e  f o l l o w i n g ,

( i )  a  p s y c h i a t r i s t  w h o  i s  l i c e n s e d  a s  a  p h y s i c i a n

i n  t h e  s t a t e  a n d  c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  

i n  p s y c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  a n d  N e u ­

r o l o g y  ;

( i i )  a  p h y s i c i a n  w h o  i s  e m p l o y e d  b y  t h e  f e d e r a l

g o v e r n m e n t  i n  t h e  s t a t e  a n d  c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i ­

f i c a t i o n  i n  p s y c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  

a n d  N e u r o l o g y ;

( i i i )  a  p s y c h o l o g i s t  l i c e n s e d  u n d e r  AS 0 8 . 8 6 ;  o r  

( i v )  a  p e r s o n  w h o  w o r k s  i n  c o n j u n c t i o n  w i t h  o n e  o r  

m o r e  l i c e n s e d  m e n t a l  h e a l t h  c a r e  p r o v i d e r s  a n d  h a s  a  

m a s t e r ' s  o r  d o c t o r a l  d e g r e e  i n  p s y c h o l o g y ,  n u r s i n g ,  o r

s o c i a l  w o r k ,  a n d  i s  e m p l o y e d  b y  t h e  s a m e  h e a l t h  c a r e  f a c i l ­

i t y  p r o v i d i n g  t r e a t m e n t .

*  S e c .  2 .  AS 2 1 . 3 6 . 0 9 0 ( d )  i s  a m e n d e d  t o  r e a d :

( d )  E x c e p t  t o  t h e  e x t e n t  n e c e s s a r y  t o  c o m p l y  w i t h  AS 2 1 . 4 2 . 3 6 5 ,  

a  [ A ]  p e r s o n  m a y  n o t  p r a c t i c e  o r  p e r m i t  u n f a i r  d i s c r i m i n a t i o n  a g a i n s t  

a  p e r s o n  w h o  p r o v i d e s  a  s e r v i c e  c o v e r e d  u n d e r  a  g r o u p  d i s a b i l i t y  

p o l i c y  t h a t  e x t e n d s  c o v e r a g e  o n  a n  e x p e n s e  i n c u r r e d  b a s i s ,  o r  u n d e r  a  

g r o u p  s e r v i c e  o r  i n d e m n i t y  t y p e  c o n t r a c t  i s s u e d  b y  a  n o n p r o f i t  c o r p o ­

r a t i o n ,  i f  t h e  s e r v i c e  i s  w i t h i n  t h e  s c o p e  o f  t h e  p r o v i d e r ' s  u r . c u p a -  

t i o n a l  l i c e n s e .  I n  t h i s  s u b s e c t i o n ,  " p r o v i d e r "  m e a n s  a  s t a t e  l i c e n s e d  

p h y s i c i a n ,  d e n t i s t ,  o s t e o p a t h ,  o p t o m e t r i s t ,  c h i r o p r a c t o r ,  o r  n u r s e  

m i d w i f e .

*  S e c .  3 .  AS 2 1 . 8 7 . 3 4 0  i s  a m e n d e d  t o  r e a d :
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1 S e c .  2 1 . 8 7 . 3 4 0 .  OTHER P R O V I S I O N S  A P P L I C A B L E .  I n  a d d i t i o n  t o  t h e

2  p r o v i s i o n s  c o n t a i n e d  o r  r e f e r r e d  t o  p r e v i o u s l y  i n  t h i s  c h a p t e r ,  t h e

3 f o l l o w i n g  c h a p t e r s  a n d  p r o v i s i o n s  o f  t h i s  t i t l e  a l s o  a p p l y  w i t h  r e -

4  s p e c t  t o  s e r v i c e  c o r p o r a t i o n s  t o  t h e  e x t e n t  a p p l i c a b l e  a n d  n o t  i n

5 c o n f l i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  c h a p t e r  a n d  t h e  r e a s o n -

6 a b l e  i m p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  a n d  f o r  t h e  p u r p o s e s  o f

7 t h e  a p p l i c a t i o n  t h e  c o r p o r a t i o n s  s h a l l  b e  c o n s i d e r e d  t o  b e  m u t u a l

8 " i n s u r e r s " :

9 ( 1 ) AS 2 1 . 0 3

1 0 ( 2 ) AS 2 1 . 0 6

1 1 ( 3 ) AS 2 1 . 0 9 ,  e x c e p t  AS 2 1 . 0 9 . 0 9 0

1 2 ( 4 ) AS 2 1 . 1 8 . 0 1 0

13 ( 5 ) AS 2 1 . 1 8 . 0 3 0

1 4 ( 6 ) AS 2 1 . 1 8 . 0 4 0

1 5 ( 7 ) AS 2 1 . 1 8 . 1 2 0

1 6 ( 8 ) AS 2 1 . 2 1 . 3 2 1

17 ( 9 ) AS 2 1 . 3 6

18 ( 1 0 ) AS 2 1 . 6 9 . 4 0 0

1 9 ( 1 1 ) AS 2 1 . 6 9 . 5 2 0

2 0 ( 1 2 ) AS 2 1 . 6 9 . 6 0 0 , 2 1 . 6 9 . 6 2 0 ,  a n d

2 1 ( 1 3 ) AS 2 1 . 7 8

2 2 ( 1 4 ) AS 2 1 . 9 0

2 3 ( 1 5 ) AS 2 1 . 4 2 . 3 4 5 -  2 1 . 4 2 . 3 6 5  FAS

2 4 ( 1 6 ) AS 2 1 . 8 9 . 0 4 0

2 5 ( 1 7 ) AS 2 1 . 8 9 . 0 6 0 .

2 6  *  S e c .  4 .  AS 2 1 . 4 2 . 3 6 5 ,  e n a c t e d  b y  s e c .  1  o f  t h i s  A c t ,  a p p l i e s  t o  g r o u p

2 7  d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  a n d  h o s p i t a l  o r  m e d i c a l  s e r v i c e  s u b s c r i b e r

2 8  c o n t r a c t s  e n t e r e d  i n t o  o r  r e n e w e d  a f t e r  J a n u a r y  1 ,  1 9 8 8 .
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l i m i t e d  a m b u l a t o r y  u s e  o f  m e n t a l  h e a l t h  c a r e .  O n l y  8 .8 %  
o f  e n r o l l e e s  r e c e i v e d  a n n u a l l y  a n y  m e n t a l  h e a l t h  c a r e .  
O n l y  5 %  v i s i t e d  a n n u a l l y  a n y  f o r m a l l y  t r a i n e d  m e n t a l  
h e a l t h  p r o v i d e r .  T h e  a v e r a g e  a m b u l a t o r y  m e n t a l  h e a l t h  
e x p e n s e  w a s  $ 2 4  p e r  e n r o l l e e  p e r  y e a r .
" P la n s  w i t h  s m a l l  d e d u c t i b l e s  f o l l o w e d  b y  f r e e  c a r e ,  s u c h  
a s  t h e  $ 1 5 0  p e r s o n  p e r  y e a r  i n d i v i d u a l  d e d u c t i b l e ,  d o  n o t  
s i g n i f i c a n t l y  r e d u c e  e x p e n d i t u r e s  b e l c w  t h e  f r e e  c a r e  
l e v e l . ” 18
A m o n g  s o m e  i n s u r e r s ,  t h e r e  is  a  s t r o n g l y  h e l d  c o n v i c t i o n  

t h a t  t h e  p e o p l e  w h o  u s e  o u t - p a t i e n t  m e n t a l  h e a l t h  s e r v i c e s  a r e  
n o t  " r e a l l y  s i c k ”  b u t  r a t h e r  a r e  y o u n g  u p w a r d l y  m o b i l e  p r o f e s ­
s i o n a l  p e o p l e  s e e k in g  b e t t e r  l i v i n g  t h r o u g h  p s y c h i a t r y .

T h e  e v i d e n c e  f r o m  t h e  R a n d  H e a l t h  S t u d y  s h o w s  t h a t  t h i s  
i s  a  m y t h .  J o h n  E .  W a r e  e t  a l .  r e p o r t e d  i n  t h e  s a m e  i s s u e  o f  
American Psychologist t h a t  s p e n d i n g  f o r  m e n t a l  h e a l t h  s e r v i c e s  
w a s  c o n c e n t r a t e d  o n  p e o p l e  w i t h  t h e  g r e a t e s t  n e e d :

" M e n t a l  h e a l t h  s t a t u s ,  a s  m e a s u r e d  b y  t h e  R a n d  H e a l t h  
I n s u r a n c e  S t u d y  M e n t a l  H e a l t h  I n v e n t o r y  ( M H I ) ,  i s  a  
m a j o r  p r e d i c t o r  o f  t h e  u s e  o f  o u t - p a t i e n t  m e n t a l  h e a l t h  
s e r v i c e s .  T h e  a v e r a g e  p e r s o n  s c o r i n g  i n  t h e  l o w e s t  f e r t i l e  o f  
t h e  M H I  s c o r e  d i s t r i b u t i o n  s p e n t  o v e r  t h r e e  t i m e s  m o r e  
p e r  y e a r  f o r  m e n t a l  h e a l t h  c a r e  t h a n  t h e  a v e r a g e  p e r s o n  i n  
t h e  h i g h e s t  f e r t i l e ;  t h e  e f f e c t  o f  t h e  M H I  o n  u s e  is  s u b s t a n ­
t i a l  w h e t h e r  o r  n o t  o t h e r  h e a l t h  s t a t u s  a n d  s o c i o - d e m o ­
g r a p h i c  v a r i a b l e s  a r e  c o n t r o l l e d  f o r  . . . T h o s e  s c o r i n g  
l o w e r  o n  t h e  M H I  a r e  m o r e  l i k e l y  t o  r e c e i v e  m e n t a l  h e a l t h  
c a r e  a n d  t h e i r  c a r e  is  m o r e  i n t e n s e . " 19 
W a r e  a l s o  r e p o r t e d  t h e  d i s t u r b i n g  f i n d i n g  t h a t  t h e  la r g e  

m a j o r i t y  o f  t h o s e  i n  n e e d  o f  p s y c h o t h e r a p y  a r e  n o t  t r e a t e d  a t  
a l l .  F o r  e x a m p l e ,  o n l y  o n e  i n  e i g h t  o f  t h o s e  i n  t h e  l o w e s t  f e r t i l e  
o f  t h e  M H I  d i s t r i b u t i o n  u s e d  m e n t a l  h e a l t h  s e r v i c e s  i n  a  g i v e n  
y e a r .  T h i s  l o w  u s e  r a t e  w a s  n o t  t h e  r e s u l t  o f  p o o r  i n s u r a n c e  
c o v e r a g e .  E v e n  t h o s e  w i t h  f r e e  m e n t a l  h e a l t h  c a r e  h a v e  o n l y  a  
o n e  i n  f i v e  c h a n c e  o f  r e c e i v i n g  o u t - p a t i e n t  m e n t a l  h e a l t h  c a r e .

I n  s u m ,  n o t  o n l y  d o  t h e  d a t a  n o t  s u p p o r t  t h e  g e n e r a l  
a s s u m p t i o n  o f  w i d e s p r e a d  o v e r u s e  a n d  m i s u s e ,  b u t  r a t h e r  t h e y  
p r o v i d e  s t r o n g  e v i d e n c e  t h a t  t h e r e  e x i s t s  u n d e r u s e .

18. Manning ctal.

19. Ware. J.E., Jr., Ph.D.; Manning, W.G., Jr., Ph.D.; Duan, N., Ph.D.; Wells, K.B., 

Ph.D.; and Newhousc, J.P., Ph.D., "Health Status and the Use of Outpatient Mental 

Health Services," American Psychologist 39: 1090-1100, October 1984.
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h e a l t h  t r e a t m e n t  t h a n  t h e  r e s t  o f  t h e  p o p u l a t i o n ,  e v e n  t h o u g h  
p s y c h o t h e r a p y  f o r  t h e m  y i e l d s  a n  e s p e c i a l l y  la r g e  r e d u c t i o n  o f  
i n p a t i e n t  s e r v i c e s .  F o r  e x a m p l e ,  a s  n o t e d  b y  M u m f o r d  e t  a l . ,  
L e v i t a n  a n d  C o r n f e l d M r e p o r t  t h a t  l e n g t h  o f  s t a y  f o r  2 4  e l d e r l y  
p a t i e n t s  r e c e i v i n g  p s y c h i a t r i c  c o n s u l t a t i o n  w a s  s h o r t e r  t h a n  t h e  
m e a n  f o r  t h e  c o n t r o l  g r o u p .  B o t h  t h e  e x p e r i m e n t a l  g r o u p  a n d  
t h e  c o n t r o l  g r o u p  h a d  b e e n  h o s p i t a l i z e d  f o r  t h e  s a m e  r e a s o n  a n d  
h a d  n o t  r e c e i v e d  p s y c h i a t r i c  c a r e  o v e r  t h e  s a m e  m o n t h s  o f  t h e  
p r e v i o u s  y e a r  i n  t h e  s a m e  h o s p i t a l .  A l s o ,  t w i c e  a s  m a n y  o f  t h e  
p a t i e n t s  r e c e i v i n g  c o n s u l t a t i o n  w e n t  h o m e  r a t h e r  t h a n  b e i n g  
d i s c h a r g e d  t o  a  n u r s i n g  h o m e  o r  s o m e  o t h e r  i n s t i t u t i o n .

A n a l y s i s  o f  t h e  c l a i m  f i l e s  o f  B l u e  C r o s s  a n d  B l u e  S h i e l d  
F e d e r a l  E m p l o y e e s  p r o g r a m  f o r  t h e  p e r i o d  1 9 7 4  t h r o u g h  1 9 7 8  
s t r o n g l y  s u p p o r t s  t h e  c o n c l u s i o n  t h a t  t h e  b e n e f i t s  o f  p r o v i d i n g  
m e n t a l  h e a l t h  s e r v i c e s  t o  t h e  u p p e r  a g e  g r o u p s  w i l l  g e n e r a t e  
s a v i n g s  s i g n i f i c a n t l y  g r e a t e r  t h a n  t h e  c o s t s :

" T h e  o l d e s t  g r o u p  a m o n g  t h e  m e n t a l  h e a l t h  t r e a t m e n t  
p e r s o n s ,  t h o s e  o v e r  5 5 , c l e a r l y  s h o w e d  t h e  m o s t  d r a m a t i c  
d e c r e a s e  i n  h o s p i t a l  c h a r g e s ;  i n  1 9 7 4  t h e y  h a d  a n  a v e r a g e  
i n - p a t i e n t  m e d i c a l  c h a r g e  m o r e  t h a n  $ 1 6 0  h i g h e r  t h a n  
t h o s e  o f  t h e  c o m p a r i s o n  g r o u p .  I n  1 9 7 8  t h e y  w e r e  s p e n d ­
i n g  $ 7 0  le s s .  T h i s  f i n d i n g  c a n n o t  b e  e x p l a i n e d  b y  s e l e c t i v e  
d r o p o u t ,  s i n c e  a l l  p e r s o n s  i n  t h e  o l d e s t  a g e  g r o u p s  w e r e  
r e q u i r e d  t o  h a v e  a t  le a s t  o n e  c l a i m  i n  1 9 7 8 .” 15 
A n o t h e r  k e y  f i n d i n g  f r o m  a n a l y s i s  o f  B l u e  C r o s s  a n d  B l u e  

S h i e l d  F e d e r a l  E m p l o y e e  p r o g r a m  f i l e s  w a s  t h a t  p e o p l e  r e c e i v ­
i n g  m e n t a l  h e a l t h  t r e a t m e n t  h a d  a  l o w e r  r a t e  o f  i n c r e a s e  i n  t o t a l  
m e d i c a l  c h a r g e s  t h a n  p e o p l e  w i t h  n o  m e n t a l  h e a l t h  c l a im s :  

" F o l l o w i n g  m e n t a l  h e a l t h  t r e a t m e n t ,  t h e  m e d i c a l  c a r e  
c h a r g e s  o f  t h e  t r e a t m e n t  g r o u p  i n c r e a s e d  m o r e  s l o w l y  t h a n  
t h e  a v e r a g e  i n f l a t i o n  r a t e  o f  1 3 .6 %  p e r  y e a r .  I n  c o n t r a s t ,  
t h e  c h a r g e s  o f  t h e  c o m p a r i s o n  g r o u p  i n c r e a s e d  f a s t e r  t h a n  
t h e  i n f l a t i o n  r a t e . ’ ’ 16

I n  s u m ,  t h e  e v i d e n c e  a p p e a r s  c o m p e l l i n g  t h a t  m e n t a l  
h e a l t h  c a r e  is  e f f e c t i v e  a n d  o f t e n  h a s  t h e  i n c i d e n t a l  e f f e c t  o f  
b e i n g  c o s t - c o n t a i n i n g ,  n o t  c o s t - i n c r e a s i n g .

14. Levican, S.J., Kornfeld, D.S.: "Clinical and Cost Benefits of Liaison Psychiatry," 

American Journal of Psychiatry 139:790-793, 1983.

15. Mu m f o r d  etal., p. 1156.

16. M u mford etal., p. 1154.
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A c k n o w l e d g e m e n t s

T h e  p u r p o s e  o f  t h i s  b o o k l e t  i s  t o  p r e s e n t ,  i n  l a y m a n ’s  
l a n g u a g e ,  s o m e  h i g h l i g h t s  o f  w h a t  i s  k n o w n  a b o u t  m e n t a l  i l l n e s s  
a n d  m e n t a l  h e a l t h  s e r v i c e s .

I n  p r e p a r i n g  i t ,  I  b e n e f i t t e d  g r e a t l y  f r o m  t h e  g e n e r o s i t y  o f  
s e v e r a l  s c h o l a r s .

S p e c i f i c a l l y ,  I  w o u l d  l i k e  t o  t h a n k  E m i l y  M u m f o r d ,  P h . D . ,  
o f  t h e  N e w  Y o r k  S t a t e  P s y c h i a t r i c  I n s t i t u t e ;  T h o m a s  G .  
M c G u i r e ,  P h . D . ,  o f  B o s t o n  U n i v e r s i t y ;  M o r r i s  B .  P a r l o f f ,  
P h . D . ,  o f  B e t h e s d a ,  M a r y l a n d ;  P a u l  W i d e m  o f  t h e  N a t i o n a l  
I n s t i t u t e  o f  M e n t a l  H e a l t h ;  a n d  B r i a n  T .  Y a t e s ,  P h . D . ,  o f  A m e r ­
i c a n  U n i v e r s i t y .  I  a m  a l s o  g r a t e f u l  t o  t h e  m e m b e r s  o f  t h e  
P s y c h i a t r i c  C o m m i t t e e  o f  t h e  F e d e r a t i o n  o f  A m e r i c a n  H o s p i ­
t a l s  ( s e e  p a g e  4 7 )  f o r  t h e i r  g u i d a n c e  a n d  s u p p o r t .  I  g r e a t l y  
a p p r e c i a t e  t h e i r  t a k i n g  t h e  t i m e  t o  g i v e  m e  t h e i r  c o m m e n t s  a n d  
s u g g e s t io n s .  T h o m a s  G .  G o o d w i n  a s s i s t e d  w i t h  t h e  e d i t i n g  a n d  
f o r m a t ;  t h e  b o o k l e t  d e s i g n  a n d  t y p o g r a p h y  a r e  t h e  w o r k  o f  
R a y m o n d  B r a n t o n ,  J r . ,  a n d  R u t h  E .  S m i t h  d i d  t h e  t y p i n g  a n d  
o r g a n i z e d  t h e  e x h i b i t s .

A l l  e r r o r s  a n d  o m i s s i o n s  o f  a n a l y s i s  a n d  f a c t  a r e ,  o f  c o u r s e ,  
m i n e  a l o n e .

S . A . M .



S a m u e l  A .  M i t c h e l l  i s  D i r e c t o r  o f  R e s e a r c h  f o r  t h e  F e d e r a t i o n  
o f  A m e r i c a n  H o s p i t a l s .  M r .  M i t c h e l l  e a r n e d  h is  B A  f r o m  
H a r v a r d  a n d  h i s  M B A  f r o m  H a r v a r d  B u s in e s s  S c h o o l .  H e  
w a s  a n  a n a l y s t  w i t h  S m i t h  B a r n e y ,  H a r r i s  U p h a m  a n d  h a s  
d i r e c t e d  r e s e a r c h  a c t i v i t i e s  a t  t h e  P h a r m a c e u t i c a l  
M a n u f a c t u r e r s  A s s o c i a t i o n  a n d  t h e  H e a l t h  I n d u s t r y  
M a n u f a c t u r e r s  A s s o c i a t i o n .

8

I s  T h e r e  O v e r u s e  a n d  M i s u s e  

o f  P s y c h i a t r i c  S e r v i c e s  a n d  I f  S o ,  

W h a t  S h o u l d  B e  D o n e ?

L i k e  a n y t h i n g  e l s e ,  p s y c h i a t r i c  s e r v i c e s  w i l l  b e  o v e r u s e d  i f  
t h e  e f f e c t i v e  c o s t  t o  t h e  u s e r  i s  m i n i m a l .  C o n v e r s e l y ,  h o w ­

e v e r ,  a s  t h e  R a n d  H e a l t h  I n s u r a n c e  S t u d y  h a s  s h o w n ,  t h e  p o t e n ­
t i a l  f o r  o v e r u s e  c a n  b e  c o n t r o l l e d  b y  a p p r o p r i a t e  c o s t  s h a r i n g ,  
r i g o r o u s  u t i l i z a t i o n  m a n a g e m e n t ,  a n d  p e e r  r e v i e w .  A s  M a n n i n g  
a n d  h i s  c o l l e a g u e s  a t  t h e  R a n d  C o r p o r a t i o n  r e p o r t e d  i n  t h e  
O c t o b e r  1 9 8 4  i s s u e  o f  American Psychologist:

" I n s u r a n c e  p l a n s  w i t h  l o w e r  c o - i n s u r a n c e  r a t e s  ( s m a l l e r  
o u t - o f - p o c k e t  p a y m e n t s )  s i g n i f i c a n t l y  i n c r e a s e d  t h e  u s e  o f  
a m b u l a t o r y  m e n t a l  h e a l t h  s e r v i c e s .  F o r  e x a m p l e ,  p a r t i c i ­
p a n t s  f a c i n g  n o  o u t - o f - p o c k e t  c o s t  w e r e  t w i c e  a s  l i k e l y  t o  
s e e k  m e n t a l  h e a l t h  s e r v i c e s  a s  t h o s e  o n  a  p l a n  i n  w h i c h  t h e  
p a r t i c i p a n t s  p a i d  9 5 %  c o - i n s u r a n c e  u n t i l  t h e y  r e a c h e d  a n  
u p p e r  l i m i t  o n  o u t - o f - p o c k e t  e x p e n s e s .  T h e  f r e e  c a r e  
g r o u p  h a d  7 3 %  h i g h e r  e x p e n d i t u r e s  o n  a m b u l a t o r y  m e n t a l  
h e a l t h  s e r v i c e s  t h a n  t h e  9 5 %  p l a n  g r o u p . ” 17 
T h e  R a n d  s t u d y  is  g e n e r a l l y  c o n s i d e r e d  t h e  m o s t  c o m p r e ­

h e n s i v e ,  b e s t  d e s i g n e d  s t u d y  o n  t h e  e f f e c t s  o f  i n s u r a n c e  o n  t h e  
u s e  o f  h e a l t h  c a r e  s e r v i c e s .  I t  is  u n i q u e  i n  t h a t  i t  p e r m i t s  a n a l y s t s  
t o  s e p a r a t e  t h e  i n f l u e n c e  o f  h e a l t h  s t a t u s  f r o m  t h e  i n f l u e n c e  o f  
h e a l t h  i n s u r a n c e  o n  t h e  u s e  o f  s e r v i c e s .

A n o t h e r  i m p o r t a n t  f i n d i n g  f r o m  t h e  R a n d  s t u d y  i s  t h a t  
g e n e r o u s  c o v e r a g e  o f  m e n t a l  h e a l t h  s e r v i c e s  o v e r  a  m u l t i - y e a r  
p e r i o d  d o e s  not l e a d  t o  e x o r b i t a n t  u s e  o r  e x p e n s e  r e l a t i v e  t o  
h e a l t h  c a r e  e x p e n d i t u r e s  a s  a  w h o l e :

" A  p l a n  w i t h  n o  o u t - o f - p o c k e t  c o s t  ( i . e . ,  f r e e  c a r e )  s h o w s

17. Manning, W.G., Jr., Ph.D.; Wells, K.B., Ph.D.; Duan, N „  Ph.D.; Newhouse, J.P., 

Ph.D.; and Ware.J.E., Ph.D., "Cost Sharing and the Use of Ambulatory Mental Health 

Services," American Psychologist 39: 1077-1089, October 1984.
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s u b s t i t u t i o n  ( m e t h a d o n e )  t o  t h e  t h e r a p e u t i c  c o m m u n i t y  a p ­
p r o a c h .

R e s u l t s
D r u g  s u b s t i t u t i o n ,  i . e . ,  m e t h a d o n e ,  p r o v e d  m o r e  c o s t -  

e f f e c t i v e  f o r  t h e  p e r i o d  s t u d i e d .

C o m m e n t
T h e  l i f e t i m e  c o s t s  o f  m e t h a d o n e  w e r e  n o t  c o n s i d e r e d ;  t h i s  

o v e r s i g h t  m i g h t  c h a n g e  t h e  d i r e c t i o n  o f  f i n d i n g s .

( 6 )  M c C l e l l a n ,  A . T . ;  L u b o r s k y ,  L . ;  O ’B r i e n ,  C . T . ;
W o o d y ,  G . E .  a n d  D r u x l e y ,  K . A . ,  " I s  T r e a t m e n t  f o r
S u b s t a n c e  A b u s e  E f f e c t i v e ? ”  Journal of the American Medi­
cal Association 2 4 7  ( 1 0 ) :  1 4 2 3 - 1 4 2 8 ,  1 9 8 2 .

S t u d y  D e s c r i p t i o n
7 4 2  p a t i e n t s  i n  s i x  a l c o h o l  a n d  d r u g  a b u s e  t r e a t m e n t  p r o ­

g r a m s  w e r e  s t u d i e d .

R e s u l t s
T h e  s t u d y  f o u n d  i m p r o v e m e n t s  i n  a l c o h o l  a n d  d r u g  u s e ,  

e m p l o y m e n t ,  c r i m i n a l  b e h a v i o r ,  a n d  p s y c h o l o g i c a l  f u n c t i o n .  
T h e  l o n g e r  t h e  l e n g t h  o f  t r e a t m e n t  a n d  t h e  g r e a t e r  t h e  p a t i e n t  
c o m m i t m e n t  t o  t h a t  t r e a t m e n t ,  t h e  m o r e  p o s i t i v e  t h e  f i n d i n g s .

T h e  e v i d e n c e  a b o u t  t h e  c o s t  o f  m e d i c a l  t r e a t m e n t  f o l l o w ­
i n g  m e n t a l  h e a l t h  t r e a t m e n t .

H o w  c o s t  b e n e f i c i a l  is  p s y c h o t h e r a p y  f o r  p e o p l e  w h o  a r e :
• n o t  o b v i o u s l y  s e l f - d e s t r u c t i v e ?
• n o t  o b v i o u s l y  p o t e n t i a l l y  d a n g e r o u s  t o  o t h e r s ?
• n o t  c l e a r l y  u n a b l e  t o  c o p e  w i t h  t h e  u s u a l  p r o b l e m s  o f  

e v e r y d a y  l i v i n g  w i t h o u t  h e lp ?
A  r e c e n t  a r t i c l e  b y  M u m f o r d ,  S c h l e s i n g e r ,  G l a s s ,  P a t r i c k  

a n d  C u e r d o n  a d d r e s s e d  t h i s  q u e s t i o n  b o t h  b y  e m p l o y i n g  a  
m e t a - a n a l y s i s  o f  t h e  c o s t  o f f s e t  l i t e r a t u r e  a n d  b y  a n a l y z i n g  t h e  
c l a i m s  f i l e s  f o r  t h e  B l u e  C r o s s  a n d  B l u e  S h i e l d  F e d e r a l  
E m p l o y e e s  P r o g r a m ,  1 9 7 4 - 1 9 7 8 .12

12. Emily Mumford, Ph.D., Herbert J. Schlesinger, Ph.D., Gene V. Glass, Ph.D., 

Cathleen Patrick, Ph.D., Timothy Cuerdon, B.A., " A  N e w  Look at Evidence about 

Reduced Cost of Medical Utilization Following Mental Health Treatment," American 

Journal of Psychiatry 141:10, October 1984, pp. 1145-1158.

42

T a b l e  o f  C o n t e n t s

1  E x e c u t i v e  S u m m a r y  9

2  I n s u r e r  C o n c e r n s  1 3

3  P r e v a l e n c e  a n d  C o s t s  o f  M e n t a l  I l l n e s s  1 5

4  W h a t  is  M e n t a l  H e a l t h  C a r e ?  2 1

5  I s  M e n t a l  H e a l t h  C a r e  E f f e c t i v e ?  2 3

6  C o m p a r i s o n  o f  t h e  C o s t s  a n d  O u t c o m e s
o f  D i f f e r e n t  T r e a t m e n t  S e t t i n g s  2 7

7  T h e  B e n e f i t s  o f  P s y c h ia t r i c  C a r e  R e l a t i v e  t o  C o s t s  3 9

8  I s  T h e r e  O v e r u s e  a n d  M i s u s e  o f  M e n t a l  H e a l t h
S e r v i c e s  a n d  I f  S o ,  W h a t  S h o u l d  B e  D o n e ?  4 5



M a j o r  f i n d i n g s  o f  t h e  m e t a - a n a l y s i s  w e r e :
1 . " E i g h t y - f i v e  p e r c e n t  o f  a l l  t h e s e  s t u d i e s  r e p o r t e d  a  

d e c r e a s e  i n  m e d i c a l  u t i l i z a t i o n  f o l l o w i n g  p s y c h o t h e r a p y . " 13
2 . T w e n t y - s i x  o f  t h e  5 8  s t u d i e s ,  c o m p a r i n g  m e d i c a l  c a r e  

u t i l i z a t i o n  b e f o r e  a n d  a f t e r  p s y c h o t h e r a p y ,  s h o w e d  a n  a v e r a g e  
" e f f e c t  s i z e ”  o f  m i n u s  3 3 .1 % .  ( T h e  e f f e c t  s iz e  i s  t h e  d i f f e r e n c e  
b e t w e e n  p e o p l e  r e c e i v i n g  t r e a t m e n t  a n d  p e o p l e  n o t  r e c e i v i n g  
t i ^ a t m e n t  a s  m e a s u r e d  b y  s o m e  v a r i a b l e  s u c h  a s  c o s t  p e r  y e a r  
p e r  p a t i e n t . )

T h e s e  2 6  s t u d i e s  a r e  o p e n  t o  c h a l l e n g e  o n  t w o  g r o u n d s .  
F i r s t ,  t h e  e x p e r i m e n t a l  a n d  c o m p a r i s o n  g r o u p s  w e r e  s e l e c t e d  
d i f f e r e n t l y .  S p e c i f i c a l l y ,  t h e  u s e  o f  m e d i c a l  s e r v i c e s  b y  s u b je c t s  
i n  p s y c h o t h e r a p y  d u r i n g  t h e  p e r i o d  b e f o r e  a n d  a f t e r  p s y c h o ­
t h e r a p y  w a s  c o m p a r e d  t o  t h e  m e d i c a l  u s e  o f  c o n t r o l s  b e f o r e  a n d  
a f t e r  a n  a r b i t r a r y  d a t e .  S i n c e  t h e  u s e  o f  m e d i c a l  c a r e  s e r v i c e s  
m a y  h a v e  d r i v e n  t h e  e x p e r i m e n t a l  g r o u p  t o  s e e k  m e n t a l  h e a l t h  
s e r v i c e s ,  t h e  o b s e r v e d  d e c l i n e  i n  u s e  a f t e r  p s y c h o t h e r a p e u t i c  
t r e a t m e n t  m a y  h a v e  r e p r e s e n t e d  n o t h i n g  o t h e r  t h a n  t h e  n o r m a l  
t e n d e n c y  f o r  m e a s u r e s  o f  s u b g r o u p  b e h a v i o r  t o  c o n v e r g e  
t o w a r d  t h e  a v e r a g e  f o r  t h e  la r g e r  g r o u p .  ( S t a t i s t i c i a n s  c a l l  t h i s  
p r o c e s s  " r e g r e s s io n  t o  t h e  m e a n ." )

T h e  s e c o n d  p r o b l e m  is  s e l f  s e l e c t i o n .  U s e r s  o f  p s y c h o t h e r ­
a p y  i n  t h e s e  2 6  e x p e r i m e n t s  m i g h t  n o t  b e  t y p i c a l  o f  t h e  g e n e r a l  
p o p u l a t i o n .

A l t h o t i g h  t h e s e  s t u d i e s  h a v e  a l l  t h e  f l a w s  i n h e r e n t  i n  
b e f o r e - a n d - a f t e r  c o m p a r i s o n s ,  t h e y  s h o u l d  n o t  b e  r e j e c t e d  o u t  
o f  h a n d .  T h e  f a c t  t h a t  s o  m a n y  s t u d i e s  b y  d i f f e r e n t  r e s e a r c h e r s  
s h o w e d  a  c o s t - e f f e c t i v e  o u t c o m e  s u g g e s t s  ( b u t  d o e s  n o t  m o v e )  
t h a t  t h e  b e n e f i t s  b e i n g  o b s e r v e d  a r e  n o t  m e r e l y  s t a t i s t i c a l  
a r t i f a c t s .

3 .  O f  t h e  r e m a i n i n g  3 2  s t u d i e s  a n a l y z e d ,  2 2  ( u s in g  r a n ­
d o m  a s s i g n m e n t  o f  p a t i e n t s  t o  a n  e x p e r i m e n t a l  o r  c o n t r o l  
g r o u p )  s h o w e d  a n  a v e r a g e  p e r c e n t  r e d u c t i o n  o f  1 0 .4 %  i n  u s e  o f  
m e d i c a l  s e r v i c e s .  T h e s e  2 2  s t u d i e s  e v a l u a t e d  t h e  e f f e c t  o f  p s y ­
c h i a t r i c  i n t e r v e n t i o n  o n  p e o p l e  h o s p i t a l i z e d  f o r  a  m e d i c a l  c r is i s .  
T h e y  w e r e  b a s e d  o n  a  p r o c e d u r e  g e n e r a l l y  a c c e p t e d  a s  y i e l d i n g  
m o r e  s t a t i s t i c a l l y  r e l i a b l e  r e s u l t s ;  n a m e l y ,  p a t i e n t s  w e r e  a s s i g n e d  
r a n d o m l y  t o  a  c o n t r o l  o r  a n  e x p e r i m e n t a l  g r o u p .

4 .  M e n t a l  h e a l t h  s e r v i c e s  r e d u c e d  i n p a t i e n t  m e d i c a l  s e r ­
v ic e s  m o r e  t h a n  o u t p a t i e n t  s e r v i c e s .

5 .  P e o p l e  o v e r  6 5  r e c e i v e d  p r o p o r t i o n a t e l y  le s s  m e n t a l

13. Mumford et al., p. 1152.
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R e s u l t s
T h e r e  w a s  a  2 0  p e r c e n t  r e d u c t i o n  i n  t h e  u s e  o f  o p i a t e s  a n d  

b a r b i t u a t e s  f o r  o u t p a t i e n t  d e t o x i f i c a t i o n  p a t i e n t s .  P a t i e n t s  
a p p a r e n t l y  d i d  n o t  u s e  t h e i r  p a y m e n t s  t o  b u y  i l l e g a l  d r u g s .

( 3 )  S i r o t n i k ,  K . A . ,  a n d  B a i l e y ,  R . C . ,  " A  C o s t  B e n e f i t  
A n a l y s i s  f o r  a  M u l t i - M o d a l i t y  H e r o i n  T r e a t m e n t  P r o je c t , "  
International ]oumal of Addiction 1 0 :4 4 3 ,  1 9 7 5 .

S t u d y  D e s c r i p t i o n
S i r o t n i k  a n d  B a i l e y  d i d  a  c o s t - b e n e f i t  a n a l y s i s  o f  h e r o i n  

a d d i c t i o n  t h e r a p i e s .  T h e i r  s t u d y  f o l l o w e d  2 8 5  p a t i e n t s  o v e r  a  
o n e  a n d  o n e - h a l f  y e a r  p e r i o d .

R e s u l t s
B e n e f i t s  e x c e e d e d  c o s t s  b y  a  2 .5  t o  1 m a r g i n .

C o m m e n t
T h e r e  w a s  n o  c o n t r o l  g r o u p  l i m i t  a n d  t h e  p a t i e n t s  w e r e  n o t  

r a n d o m l y  a s s i g n e d  t o  t h e r a p y .

( 4 )  A r o n ,  W . S . ,  a n d  D a i l y ,  D . ,  " S h o r t  a n d  L o n g  T e r m  
T h e r a p e u t i c  C o m m u n i t i e s :  A  F o l l o w - u p  a n d  C o s t - e f f e c ­
t i v e n e s s  C o m p a r i s o n , ”  International Journal of Addiction 
9 :6 1 9 ,  1 9 7 4 .

S t u d y  D e s c r i p t i o n
A r o n  a n d  D a i l y  i n v e s t i g a t e d  t h e  c o m p a r a t i v e  c o s t - e f f e c t i v e ­

n e s s  o f  t h e  l o n g  a n d  s h o r t  t e r m  t h e r a p i e s .

R e s u l t s
L o n g  t e r m  d r u g  a b u s e  t h e r a p y  p r o v e d  m o r e  c o s t - e f f e c t i v e  

t h a n  s h o r t  t e r m  t h e r a p y .

( 5 )  G o l d s c h m i d t ,  P . G . ,  " A  C o s t - e f f e c t i v e n e s s  M o d e l  f o r  
E v a l u a t i n g  H e a l t h  C a r e  P r o g r a m s :  A p p l i c a t i o n  t o  D r u g  
A b u s e  T r e a t m e n t , ”  Inquiry 1 3 :2 9 ,  1 9 7 6 .

S t u d y  D e s c r i p t i o n
G o l d s c h m i d t  s a m p l e d  1 ,6 4 0  p a t i e n t s  o v e r  a  6 - m o n t h  

p e r i o d ,  f i n d i n g  1 ,2 4 1  w h o  c o u l d  b e  i n t e r v i e w e d .  T h e  d a t a  h e  
o b t a i n e d  w e r e  u s e d  t o  c o m p a r e  t h e  c o s t - e f f e c t i v e n e s s  o f  d r u g
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t h o u g h  n o t  w i t h o u t  r e s e a r c h  d e s i g n  f l a w s  — s u g g e s t  t h a t  s u c h  
p r o g r a m s  a r e  w e l l  w o r t h  t h e  m o n e y .

S o m e  o f  t h e  m a j o r  c o s t - b e n e f i t  s t u d i e s  a r e  s u m m a r i z e d  
h e r e i n :

( 1 )  R u f e n e r ,  B . L . ,  e t  a l . ,  Management Effectiveness M e a ­
s u re s  for bllDA Drug Abuse Treatment Programs, Vol. i: 
Cost-Benefit Analysis, G P O  S t o c k  N u m b e r  0 1 7 - 0 2 4 -  
0 0 5 7 7 - 1  ( W a s h i n g t o n ,  D . C . :  N a t i o n a l  I n s t i t u t e  o f  D r u g  
A b u s e ,  1 9 7 7 ) .

S t u d y  D e s c r i p t i o n
R u f e n e r  e t  a l .  p e r f o r m e d  a  c o s t - b e n e f i t  a n a l y s i s  o f  f i v e  

d i f f e r e n t  t h e r a p i e s  f o r  h e r o i n  a d d i c t i o n .  B e n e f i t s  w e r e  c a l c u ­
l a t e d  b y  e s t i m a t i n g  f o r e g o n e  d i r e c t  a n d  i n d i r e c t  c o s t s  t o  s o c i e t y  
r e s u l t i n g  f r o m  t h e  r e h a b i l i t a t i o n  o f  a  h e r o i n  a b u s e r .  C o s t s  w e r e  
b a s e d  o n  t h e  a c c o u n t i n g  r e c o r d s  o f  p r o v i d i n g  t h e r a p y .  B e n e f i t s  
w e r e  c a l c u l a t e d  u n d e r  t h r e e  d i f f e r e n t  a s s u m p t i o n s  r e g a r d i n g  
t h e  s iz e  o f  t h e  h e r o i n  a b u s e r  p o p u l a t i o n  a n d  t h r e e  d i f f e r e n t  
d i s c o u n t  r a t e s  f o r  d e t e r m i n i n g  t h e  p r e s e n t  v a l u e  o f  c o s t s  a n d  
b e n e f i t s .

R e s u l t s
R e g a r d l e s s  o f  t h e  d i s c o u n t  r a t e  a n d  a s s u m p t i o n s  a s  t o  t h e  

n u m b e r  o f  h e r o i n  a b u s e r s ,  t h e  r a t i o s  o f  b e n e f i t s  t o  c o s t  w e r e  a l l  
g r e a t e r  t h a n  o n e ;  o u t p a t i e n t  d r u g  t h e r a p y  p r o v e d  t o  b e  t h e  m o s t  
c o s t - b e n e f i c i a l .

C o m m e n t
T h e  s t u d y  f a i l e d  t o  u s e  r a n d o m  a s s i g n m e n t  o f  p a t i e n t s  t o  

d i f f e r e n t  t r e a t m e n t  t e c h n i q u e s .

( 2 )  H a l l ,  S . M . ,  e t  a l . ,  " C o n t i n g e n c y  M a n a g e m e n t  a n d  
I n f o r m a t i o n  F e e d b a c k  i n  O u t p a t i e n t  D e t o x i f i c a t i o n , ”  
Behavioral Therapy 1 0 :4 4 3 , 1 9 7 9 .

S t u d y  D e s c r i p t i o n
H a l l ,  B a s s ,  H a r g r e a v e s ,  a n d  L o e b  r a n d o m l y  a s s i g n e d  p a r ­

t i c i p a n t s  i n  o u t p a t i e n t  o p i a t e  a n d  b a r b i t u a t e  d e t o x i f i c a t i o n  
p r o g r a m s  t o  b e h a v i o r  t h e r a p y  a n d  n o  b e h a v i o r  t h e r a p y  t r e a t ­
m e n t s .  T h e  g r o u p  r e c e i v i n g  b e h a v i o r  t h e r a p y  w a s  p a i d  u p  t o  
$ 1 0  p e r  d a y  f o r  d r u g - f r e e  u r i n e  s p e c i m e n s .
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1
E x e c u t i v e  S u m m a r y

U n l i k e  m a n y  o t h e r  h e a l t h  s e r v i c e s ,  m e n t a l  h e a l t h  c a r e  h a s  
b e e n  s t u d i e d  e x t e n s i v e l y .  I n  g e n e r a l ,  i t  h a s  b e e n  f o u n d  t o  

b e  n o t  o n l y  s a f e  n u t  a l s o  e f f e c t i v e .  F e w  q u e s t i o n  t h e  n e e d  f o r  
i n t e n s i v e  c a r e  o f  p e o p l e  w i t h  a c u t e  o r  c h r o n i c  m e d i c a l  p r o b l e m s  
— e v e n  i f  t h e  p r o s p e c t s  f o r  i m p r o v e m e n t  a r e  d i m .

Y e t ,  b e c a u s e  t h e  e v i d e n c e  o f  t h e  e f f e c t s  o f  i n t e r v e n t i o n  is  
n o t  w i d e l y  r e c o g n i z e d ,  t h e  a b i l i t y  o f  m e n t a l  h e a l t h  s e r v i c e  p r o ­
v i d e r s  t o  g e n e r a t e  i m p r o v e m e n t s  is  s o m e t i m e s  s u s p e c t .  T h e r e  
a l s o  s e e m s  t o  b e  l a c k  o f  r e c o g n i t i o n  o f  t h e  b u r d e n  t o  s o c i e t y  o f  
a l c o h o l i s m ,  d r u g  a b u s e ,  a n d  m e n t a l  i l l n e s s .  I n  s o m e  q u a r t e r s ,  i n  
f a c t ,  t h e r e  r e m a i n s  a n  u n w i l l i n g n e s s  t o  a c k n o w l e d g e  t h e  r e a l i t y  
o f  t h e s e  d i s o r d e r s .

R e v i e w  o f  t h e  e x i s t i n g  s c i e n t i f i c  l i t e r a t u r e  r e v e a l s  a  r e a l i t y  
v e r y  m u c h  a t  o d d s  w i t h  p r e v a i l i n g  m y t h s .

M y t h  # 1 :

T h e  p r o b l e m s  o f  b e h a v i o r - r e l a t e d  i l l n e s s e s  a r e  n o t  s e r i o u s .

R e a l i t y
• A t  a n y  g i v e n  t i m e ,  a b o u t  2 9  m i l l i o n  A m e r i c a n s  ( 1 9 %  o f  

t h e  p o p u l a t i o n  o v e r  a g e  1 8 )  s u f f e r  f r o m  p s y c h i a t r i c  d i s o r d e r s .
• S u i c i d e  i s  t h e  l e a d i n g  c a u s e  o f  d e a t h  f o r  p e o p l e  a g e  1 3  t o

2 4 .
• T h e  e s t i m a t e d  t o t a l  e c o n o m i c  c o s t  t o  s o c i e t y  o f  a l c o h o l
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a n d  d r u g  a b u s e  a n d  m e n t a l  i l l n e s s  i n  1 9 8 4  a l o n e  w a s  $ 2 3 7 .6  
b i l l i o n .

T h e  p u b l i c  t e n d s  t o  u n d e r e s t i m a t e  t h e  c o s t s  o f  m e n t a l  
i l l n e s s  b e c a u s e  d i r e c t  t r e a t m e n t  c o s t s  a r e  l o w  ( o n l y  1 8 .6 %  o f  
t h e  t o t a l ) .  T h e  r e m a i n i n g  c o s t s  a r e  i n d i r e c t ,  e . g . ,  r e d u c e d  p r o ­
d u c t i v i t y ,  l o s t  e m p l o y m e n t ,  c o s t s  o f  c r im e ,  e t c .

T h e  p o t e n t i a l  p a y o f f  f r o m  m o r e  m e n t a l  h e a l t h  c a r e  i s  la r g e .  
I n c r e a s i n g  s u c h  s e r v i c e s  s h o u l d ,  o f  c o u r s e ,  r e s u l t  i n  h i g h e r  
d i r e c t  e x p e n d i t u r e s ,  b u t  t h e s e  c o s t s  w i l l  b e  m o r e  t h a n  o f f s e t  b y  
t h e  d i s p r o p o r t i o n a t e  r e d u c t i o n  i n  i n d i r e c t  c o s t s  a s  w e l l  a s  i n  t h e  
c o s t s  o f  o t h e r  k i n d s  o f  m e d i c a l  c a r e .

M y t h  # 2 :

M e n t a l  h e a l t h  s e r v i c e s  h a v e  n o t  g e n e r a l l y  b e e n  s h o w n  
t o  b e  e f f e c t i v e .

R e a l i t y
T h e r e  h a v e  b e e n  l i t e r a l l y  h u n d r e d s  o f  s t u d i e s  i n t o  t h e  

e f f i c a c y  o f  a  w i d e  v a r i e t y  o f  p s y c h i a t r i c  s e r v i c e s ,  a n d  s e v e r a l  
i n - d e p t h  r e v i e w s  o f  t h e  l i t e r a t u r e .  S c h o l a r s  c o n s i s t e n t l y  h a v e  
f o u n d  t h a t :

• p a t i e n t s  r e c e i v i n g  m e n t a l  h e a l t h  c a r e  s h o w  s i g n i f i c a n t  
i m p r o v e m e n t  i n  m o o d ,  p e r s o n a l i t y ,  a n d  b e h a v i o r .

• i n  e x p e r i m e n t a l  s t u d i e s ,  t h e  a v e r a g e  t h e r a p y  r e c i p i e n t  
t e n d s  t o  b e  b e t t e r  o f f  t h a n  8 0 %  o f  t h o s e  w h o  d o  n o t  r e c e i v e  
t r e a t m e n t .  T h e r e  a l s o  h a v e  b e e n  n u m e r o u s  s t u d i e s  c o m p a r i n g  
d i f f e r e n t  t y p e s  o f  t r e a t m e n t  t o  d e t e r m i n e  w h i c h  p r o d u c e  t h e  
d e s i r e d  o u t c o m e  a t  l e a s t  c o s t .  A l t e r n a t i v e s  t o  t r a d i t i o n a l  i n p a ­
t i e n t  s e t t i n g s ,  s u c h  a s  p a r t i a l  h o s p i t a l i z a t i o n  c o m b i n e d  w i t h  
o u t p a t i e n t  c a r e ,  a r e  c o s t - e f f e c t i v e  a l t e r n a t i v e s  t o  i n p a t i e n t  c a r e  
f o r  s o m e  p a t i e n t s .  T o  b e  e f f e c t i v e ,  h o w e v e r ,  c o m m u n i t y - b a s e d  
p r o g r a m s  m u s t  i n c l u d e  i n t e n s i v e  i n s t i t u t i o n a l  s u p p o r t .  T h e r e  is  
u n a n i m i t y  a m o n g  m e n t a l  h e a l t h  p r o f e s s i o n a l s  t h a t  f o r  a  s i g n i f i ­
c a n t  p e r c e n t a g e  o f  p a t i e n t s ,  o u t p a t i e n t  c a r e  c a n  n e v e r  r e p l a c e  
i n p a t i e n t  c a r e .

M y t h  # 3 :

T h e  c o s t s  o f  m e n t a l  . a l t h  c a r e  u s u a l l y  e x c e e d  t h e  b e n e f i t s .
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T h e  B e n e f i t s  o f  P s y c h i a t r i c  

C a r e  R e l a t i v e  t o  C o s t

T h e  l i t e r a t u r e  o n  m e n t a l  h e a l t h  c a r e  s e e m s  s e t t l e d  o n  t h r e e  
p o i n t s :
• I t  w o r k s .
• E f f e c t i v e  t r e a t m e n t s  c a n  b e  p r o v i d e d  a t  v e r y  d i f f e r e n t  

c o s t s  f o r  t h o s e  p a t i e n t s  w h o  a r e  n o t  s o  s e v e r e l y  i l l  t h a t  i n p a t i e n t  
c a r e  is  m e d i c a l l y  e s s e n t i a l .  T h e  m a i n  f a c t o r  a f f e c t i n g  c o s t  d i f f e r ­
e n c e s  s e e m s  t o  b e  s e t t i n g  ( i n p a t i e n t  v s .  r e d u c e d  h o s p i t a l i z a t i o n  
a n d  o u t p a t i e n t  s e r v i c e s  w i t h  i n t e n s i v e  i n s t i t u t i o n a l  s u p p o r t ) .

• F o r  a  s i g n i f i c a n t  p o r t i o n  o f  p a t i e n t s ,  i n p a t i e n t  c a r e  is  t h e  
o n l y  t h e r a p e u t i c a l l y  a c c e p t a b l e  a l t e r n a t i v e .

T h e  l i t e r a t u r e  i s  m u c h  le s s  d e v e l o p e d  a n d  t h e r e f o r e  m u c h  
m o r e  t e n t a t i v e  a b o u t  t h e  i s s u e  o f  b e n e f i t s  r e l a t i v e  t o  c o s t s .  T o  
s o m e  e x t e n t ,  t h i s  t e n t a t i v e n e s s  i s  t h e  r e s u l t  o f  l i m i t a t i o n s  i n h e r ­
e n t  i n  t h e  w h o l e  i d e a  o f  c o s t - b e n e f i t  a n a l y s i s .  I n  m a n y  c a s e s ,  
e s p e c ia l l y  i n  t h e  a r e a  o f  m e n t a l  h e a l t h  c a r e ,  t h e  v a l u e  s o c i e t y  
p u t s  o n  c e r t a i n  o u t c o m e s  d e p e n d s  m o s t  f u n d a m e n t a l l y  o n  
w i d e l y  s h a r e d  v a l u e s  r a t h e r  t h a n  o n  t h e  e le g a n c e  o f  a  b a r o q u e  
n e w  q u a n t i t a t i v e  t e c h n i q u e .  F o r  e x a m p l e ,  i n  s t r i c t l y  m o n e t a r y  
t e r m s ,  t h e  b e n e f i t s  t o  s o c i e t y  o f  t r e a t i n g  p e o p l e  w h o  o b v i o u s l y  
s u f f e r  f r o m  s e v e r e  m e n t a l  i l l n e s s  t h r o u g h  n o  a p p a r e n t  f a u l t  o f  
t h e i r  o w n  m a y  n o t  e x c e e d  t h e  c o s t s .  H o w e v e r ,  s i n c e  A m e r i c a n s  
h a v e  d e c i d e d  t h a t  s o c i e t y  e x i s t s  f o r  t h e  b e t t e r m e n t  o f  i n d i v i d u ­
a l s  r a t h e r  t h a n  t h e  o t h e r  w a y  a r o u n d ,  t h e  q u e s t i o n  o f  w h e t h e r  t o  
t r e a t  s u c h  p e o p l e  is  a s s u m e d  t o  b e  s e t t l e d  i n  t h e  a f f i r m a t i v e .  T h e  
o n l y  i s s u e  is  h o w  t o  t r e a t  t h e m .

U n a w a r e  o f  t h e  g r o w i n g  e v i d e n c e  o f  a  s t r o n g  g e n e t i c a l l y  
b a s e d  s u s c e p t i b i l i t y  t o  s u b s t a n c e  a b u s e ,  s o m e  s e g m e n t s  o f  
s o c i e t y  a r e  n o t  s o  s y m p a t h e t i c  t o w a r d  p e o p l e  w i t h  s u b s t a n c e  
a b u s e  p r o b l e m s .  B u t  f o r t u n a t e l y  f o r  t h e m ,  t h e  s t u d i e s  o f  t h e  
b e n e f i t s  o f  s u b s t a n c e  a b u s e  p r o g r a m s  r e l a t i v e  t o  t h e i r  c o s t s  —
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l o s s  c r e a t e d  c h a o s  i n  h e r  l i f e  a n d  h a d  i n t e r f e r e d  w i t h  t h e  t y p i c a l  
d e v e l o p m e n t  o f  a  p r e s c h o o l  c h i l d .

S . K .  — P a t i e n t  i s  a  1 2 - y e a r - o l d  w i t h  s e i z u r e s  w h o  h a d  b e c o m e  
i s o l a t e d  a n d  s a d  o v e r  h e r  a w a r e n e s s  t h a t  s h e  w a s  d i f f e r e n t  f r o m  
h e r  p e e r s .  H e r  s e i z u r e s  h a d  b e e n  o u t  o f  c o n t r o l  o v e r  t h e  t w o  
m o n t h s  p r i o r  t o  a d m i s s i o n , s e c o n d a r y  t o ,  o r  a t  l e a s t  c o n c u r r e n t  
w i t h ,  t h e  d e v e l o p m e n t  o f  d e e p e n i n g  d e p r e s s i o n .  D u r i n g  h o s p i ­
t a l i z a t i o n ,  h e r  d e p r e s s i o n  a n d  s e i z u r e  d i s o r d e r  w e r e  t r e a t e d  a n d  
b r o u g h t  u n d e r  c o n t r o l .

J . A .  — P a t i e n t  i s  a  s e v e n - y e a r - o l d  w i t h  c o n t i n u o u s  e n u r e s i s  i n  
a d d i t i o n  t o  e n c o p r e s i s  w h o s e  r e l a t i o n s h i p s  a t  h o m e  h a d  d e t e r i ­
o r a t e d  d u e  t o  f a m i l y  r e a c t i o n s  t o  h i s  s y m p t o m s .  A  t h e r a p e u t i c  
p r o g r a m ,  n e c e s s i t a t i n g  h o s p i t a l i z a t i o n ,  w a s  d e s i g n e d  f o r  t h e  
p a t i e n t  a n d  t h e  f a m i l y .  B a s i c  i m p r o v e m e n t  o c c u r r e d  d u r i n g  t h e  
h o s p i t a l i z a t i o n  p h a s e  o f  t h e  t r e a t m e n t  p r o g i a m .  F o l l o w - u p  
t r e a t m e n t  w a s  p r o v i d e d  o n  a n  o u t - p a t i e n t  b a s i s .  T h e  p a t i e n t  is  
n o  l o n g e r  e n u r e t i c  o r  e n c o p r e t i c  ( t r e a t m e n t  h a s  b e e n  t e r m i ­
n a t e d ) .

R . J .  — P a t i e n t  is  a n  1 1 - y e a r - o l d  t r a n s f e r r e d  f r o m  a n o t h e r  p a r t  
o f  V a n d e r b i l t  U n i v e r s i t y  H o s p i t a l  w h e r e  h e  h a d  b e e n  a d m i t t e d  
f o r  m e d i c a l  t r e a t m e n t .  D u r i n g  t h e  w o r k - u p ,  b i z a r r e  b e h a v i o r ,  
i n c l u d i n g  h a l l u c i n a t i o n s ,  b e c a m e  a p p a r e n t .  F o l l o w i n g  a  n e u ­
r o l o g y  w o r k - u p ,  h e  w a s  t r a n s f e r r e d  t o  C h i l d  P s y c h i a t r y  f o r  
e v a l u a t i o n  a n d  t r e a t m e n t  o f  a n  a c u t e  p s y c h o t i c  p r o c e s s .
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R e a l i t y
T h e  m e n t a l  h e a l t h  c o s t - b e n e f i t  l i t e r a t u r e  is  s t i l l  i n  a n  e a r ly  

s t a g e  o f  d e v e l o p m e n t .  A s  s u c h ,  f i n d i n g s  t o  d a t e  a r e  n e c e s s a r i l y  
t e n t a t i v e .  B e c a u s e  o f  t h e  d i f f i c u l t i e s  i n  d e f i n i n g  c o s t s  a n d  b e n e ­
f i t s  a n d  i n  m e a s u r i n g  t h e m ,  n o  m e t h o d o l o g y  w i l l  b e  i m m u n e  
f r o m  c r i t i c i s m .

N o n e t h e l e s s ,  t h e  c u m u l a t i v e  w e i g h t  o f  e v i d e n c e  t h a t  t h e  
b e n e f i t s  o f  m e n t a l  h e a l t h  s e r v i c e s  e x c e e d  t h e  c o s t s  i s  s u f f i c i e n t l y  
i m p r e s s i v e  t o  s h i f t  t h e  b u r d e n  o f  p r o o f  t o  s k e p t i c s .  S p e c i f i c a l l y :

• t h e  m a j o r  s t u d i e s  o f  s u b s t a n c e  a b u s e  p r o g r a m s  u n i f o r m l y  
s h o w  a  b e n e f i t  t o  c o s t  r a t i o  g r e a t e r  t h a n  o n e ;

• i n  e x p e r i m e n t a l  s t u d i e s ,  p e o p l e  r e c e i v i n g  p s y c h o t h e r a p y  
s h o w  a  s i g n i f i c a n t  r e d u c t i o n  i n  t h e  u s e  o f  o t h e r  m e d i c a l  s e r v ic e s ;

• a c c o r d i n g  t o  a n  a n a l y s i s  o f  B l u e  C r o s s / B l u e  S h i e l d  
c l a i m s  f i l e s ,  t o t a l  c h a r g e s  i n c r e a s e d  a t  a  s l o w e r  r a t e  f o r  b e n e f i ­
c ia r ie s  r e c e i v i n g  o u t p a t i e n t  p s y c h o t h e r a p y  t h a n  f o r  a  c o m p a r a ­
b l e  g r o u p  w i t h  n o  o u t p a t i e n t  v i s i t s .  F u r t h e r m o r e ,  i n p a t i e n t  
m e d i c a l / s u r g i c a l  c h a r g e s  f o r  p e o p l e  5 5  a n d  o v e r  w i t h  a t  l e a s t  
s e v e n  o u t p a t i e n t  p s y c h o t h e r a p y  v i s i t s  w e r e  a c t u a l l y  le s s  t h a n  
c h a r g e s  f o r  t h e  c o m p a r i s o n  g r o u p .

• i n  h o s p i t a l  s e t t i n g s ,  s u r g i c a l  o r  m e d i c a l  p a t i e n t s  p r o ­
v i d e d  w i t h  m o d e s t ,  p s y c h o l o g i c a l l y  i n f o r m e d  s u p p o r t  h a d  
s h o r t e r  s t a y s  a n d  r e c o v e r e d  m o r e  c o m f o r t a b l y  f r o m  s u r g e r y  
t h a n  t h o s e  w h o  d i d  n o t  r e c e i v e  s u c h  c a r e .

M y t h  # 4 :

M e n t a l  h e a l t h  s e r v i c e s  a r e  s u b s t a n t i a l l y  
o v e r u s e d  a n d  m i s u s e d .

R e a l i t y
• T h e  p r o p o r t i o n  o f  p e o p l e  w i t h  a  p a r t i c u l a r  m e n t a l  a f f l i c ­

t i o n  w h o  a r e  t r e a t e d  i s  a s  f o l l o w s :  s c h i z o p h r e n i a ,  5 3 % ;  a l c o h o l  
a n d  d r u g  a b u s e ,  1 8 % ; d e p r e s s i o n ,  3 2 % ;  a n d  an :< ? e ty , 2 3 % .

• A c c o r d i n g  t o  t h e  c o m p r e h e n s i v e  R a n d  H e a l t h  I n s u r ­
a n c e  S t u d y ,  p e o p l e  w i t h  t h e  g r e a t e s t  n e e d  s p e n d  o v e r  t h r e e  
t i m e s  a s  m u c h  p e r  y e a r  f o r  m e n t a l  h e a l t h  s e r v i c e s  a s  p e o p l e  i n  
g o o d  m e n t a l  h e a l t h .  T h e y  a r e  m o r e  l i k e l y  t o  r e c e i v e  c a r e  a n d  
t h e i r  c a r e  is  m o r e  i n t e n s i v e .
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S u m m a r y
I n  s u m ,  p s y c h i a t r i c  d i s o r d e r s  a r e  a  m a j o r  s o c i a l  a n d  f i n a n ­

c i a l  p r o b l e m ;  m e n t a l  h e a l t h  c a r e  w o r k s ;  t h e  i n i t i a l  e v i d e n c e  is  
t h a t  b e n e f i t s  a r e  g r e a t e r  t h a n  c o s t s ;  a n d  r a t h e r  t h a n  o v e r u s e  a n d  
m i s u s e  o f  m e n t a l  h e a l t h  s e r v i c e s  i n  o u r  s o c i e t y ,  t h e r e  is  
u n d e r u s e .

I n d e e d ,  w e r e  i n s u r e r s  t o  b a s e  c o v e r a g e  d e c i s i o n s  o n  t h e  
u n m e t  n e e d  f o r  a  s e r v i c e ,  i t s  t h e r a p e u t i c  e f f e c t i v e n e s s ,  a n d  i t s  
a b i l i t y  t o  d e t e r  u s e  o f  o t h e r  m e d i c a l  e x p e n d i t u r e s ,  m e n t a l  
h e a l t h  s e r v i c e s  s h o u l d  b e  n e a r  t h e  t o p  o f  t h e  l i s t .
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B . D .  — P a t i e n t  is  a n  1 8 - y e a r - o ld  f e m a l e  w i t h  a  h i s t o r y  o f  
r e s t r i c t e d  p e e r  a n d  a d u l t  r e l a t i o n s h i p s .  F o l l o w i n g  a  c h u r c h  
r e t r e a t ,  s h e  b e g a n  t o  r e p o r t  r e c e i v in g  c o m m a n d s  f r o m  G o d .  H e r  
a f f e c t  w a s  q u i t e  b iz a r r e .  T h e  p e r s o n n e l  a t  t h e  c h u r c h  r e t r e a t  s e n t  
h e r  t o  t h e  V a n d e r b i l t  E m e r g e n c y  R o o m .  S h e  w a s  i n  n e e d  o f  
p s y c h i a t r i c  h o s p i t a l i z a t i o n  o n  a  l a t e  a d o l e s c e n t  p s y c h i a t r i c  u n i t .

B . M .  — P a t i e n t  i s  a n  1 1 - y e a r - o ld  y o u n g s t e r  f r o m  t h e  C u m b e r ­
l a n d  P l a t e a u  w h o  w a s  a d m i t t e d  w i t h  l i f e - t h r e a t e n i n g  o b e s i t y .  A t  
a g e  1 1 , s h e  w e i g h e d  1 9 8  p o u n d s  f o l l o w i n g  a  2 - y e a r  h i s t o r y  o f  
c o m p u l s i v e  e a t i n g .  E x c e s s i v e  w e i g h t  h a d  n o t  o n l y  f o s t e r e d  h e r  
p o o r  s e l f - i m a g e  a n d  p o o r  p e e r  r e l a t i o n s h i p s ,  b u t  h a d  d i s r u p t e d  
n o r m a l  f a m i l y  f u n c t i o n i n g  a s  w e l l .  A d d i t i o n a l l y ,  h e r  s iz e  h a d  
i n t e r f e r e d  w i t h  a  y o u n g  g i r l ’s  n a t u r a l  p h y s i c a l  d e v e l o p m e n t  a s  
w e l l  . . . s h e  h a d  n e v e r  s k i p p e d ,  s a t  i n  a  s c h o o l  d e s k ,  b o u g h t  a  
d r e s s  i n  a  s t o r e .

J . R .  — P a t i e n t  is  a  n i n e - y e a r - o l d  b o y  r e f e r r e d  f r o m  t h e  
D e p a r t m e n t  o f  H u m a n  S e r v i c e s  i n  u p p e r  M i d d l e  T e n n e s s e e .  H e  
h a d  b e e n  d e n i e d  e d u c a t i o n a l  o p p o r t u n i t i e s  b e c a u s e  h e  f a i l e d  t o  
f i t  i n t o  a n y  e d u c a t i o n a l  p r o g r a m  i n  t h e  c o u n t y .  A b a n d o n e d  a t  
b i r t h  b y  h i s  m o t h e r ,  a n d  p a s s e d  t h r o u g h  a  s u c c e s s i o n  o f  f i v e  
f o s t e r  h o m e s ,  h e  h a d  i n t e r n a l i z e d  a n  i m a g e  o f  d e s p a i r  a n d  
w o r t h l e s s n e s s  o n l y  t o  b e  c o n f i r m e d  b y  h i s  e n v i r o n m e n t ’ s  
r e s p o n s e  t o  h i m .

L . A .  — P a t i e n t  i s  a  1 5 - y e a r - o ld  f e m a l e  f r o m  f a r  W e s t e r n  
T e n n e s s e e  w h o s e  d r a m a t i c  w e i g h t  l o s s  h a d  j u s t  b e e n  a s s o c i a t e d  
w i t h  " f a d  d i e t i n g , ”  l a t e r  t h o u g h t  t o  b e  a s s o c i a t e d  w i t h  d e p r e s ­
s i o n  a n d  f i n a l l y  d i a g n o s e d  a s  a n o r e x i a  n e r v o s a ,  a  l i f e - t h r e a t e n i n g  
p s y c h o l o g i c a l  d i s t u r b a n c e  i n  w h i c h  y o u n g s t e r s  l i t e r a l l y  s t a r v e  
t h e m s e l v e s  t o  d e a t h .  P r i o r  t o  a d m is s i o n , '  h e r  w e i g h t  h a d  
d r o p p e d  f r o m  1 3 8  p o u n d s  t o  a  d a n g e r o u s  l o w  o f  7 2  p o u n d s .  
A s s o c i a t e d  w i t h  t h i s  c o m p l i c a t e d  p h y s i c a l  c o n c e r n  w a s  h e r  
s e l f - i m p o s e d  i s o l a t i o n  f r o m  f r i e n d s  a n d  l o s s  o f  i n t e r e s t  i n  e v e r y ­
t h i n g  t y p i c a l  t o  t h a t  n o r m a l l y  e x p e c t e d  o f  a  y o u n g s t e r  h e r  a g e .

B . B .  — P a t i e n t  i s  a  f i v e - y e a r - o l d  c h i l d  f r o m  M i d d l e  T e n n e s s e e  
w h o  h a d  b e e n  r a p e d  a n d  c o n t i n u o u s l y  s e x u a l l y  a b u s e d  b y  h e r  
f a t h e r  a n d  u n c l e .  A n  a l r e a d y  c o n f u s e d  i m a g e  o f  p a r e n t s  w a s  
c o m p l i c a t e d  b y  w i t n e s s i n g  h e r  f a t h e r ’s  s u i c i d e  f o r  w h i c h  s h e  
a s s u m e d  i m m e d i a t e  r e s p o n s i b i l i t y .  G u i l t ,  a b a n d o n m e n t  a n d
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E X H I B I T  N I N E

E X A M P L E S  O F  P A T I E N T S  F O R  W H O M  
P S Y C H I A T R I C  H O S P I T A L I Z A T I O N  

I S  E S S E N T I A L  ( A D O L E S C E N T S )

N . N .  — P a t i e n t  is  a  1 7 - y e a r - o ld  m a l e  w h o  m a d e  a  s u i c i d a l  
g e s t u r e  w h i l e  u n d e r  t h e  i n f l u e n c e  o f  a l c o h o l .  T h o u g h  t h e  c h i e f  
c o m p l a i n t  a t  p r e s e n t a t i o n  i n  t h e  E m e r g e n c y  R o o m  w a s  t h e  
s u i c i d a l  g e s t u r e ,  i n g e s t i o n  o f  s l e e p in g  p i l l s ,  t h i s  p a t i e n t ’ s  d i s ­
o r d e r  w a s  a l c o h o l i s m .  I n  e l e m e n t a r y  s c h o o l ,  l e a r n i n g  d i s a b i l i t y  
h a d  b e e n  d i a g n o s e d .  H e  w a s  n e v e r  s u c c e s s f u l  a t  s c h o o l  a n d  
b e c a m e  a  d r o p o u t .  H e  b e g a n  t o  a b u s e  a l c o h o l .  W h e n  u n d e r  t h e  
i n f l u e n c e  h e  w a s  q u i c k  t o  l o s e  h i s  t e m p e r ,  o f t e n  g e t d n g  i n t o  
p h y s i c a l  f i g h t s ,  e v e n  w i t h  h i s  f a t h e r .  T h o u g h  t h e  p a t i e n t  h a d  t h e  
s u p p o r t  o f  h i s  f a m i l y ,  h e  w a s  u n a b l e  t o  f i n d  e m p l o y m e n t .  I n  a  
f i t  o f  a l c o h o l i c  d e s p a i r ,  w h i l e  i n t o x i c a t e d ,  h e  m a d e  a  s u i c i d a l  
g e s t u r e .  T h i s  1 7 - y e a r - o l d  m a l e  w a s  i n  n e e d  o f  t r e a t m e n t  o n  a n  
a d o l e s c e n t  s u b s t a n c e  a b u s e  u n i t .

C . N .  — P a t i e n t  i s  a  1 4 - y e a r - o ld  m a l e  w h o  b e c a m e  d e p r e s s e d  
d u r i n g  t h e  y e a r - l o n g  t e r m i n a l  i l l n e s s  o f  h is  m o t h e r .  D u r i n g  t h a t  
t i m e ,  h i s  g r a d e s  f e l l  a n d  r e b e l l i o u s  b e h a v i o r  i n c r e a s e d .  F o l l o w ­
i n g  t h e  s u d d e n ,  u n e x p e c t e d  d e a t h  o f  o n e  o f  h i s  g o o d  f r i e n d s ,  a  
c l i n i c a l  d e p r e s s i o n  b e c a m e  m o r e  a n d  m o r e  e v i d e n t .  W i t h  t h e  
d e v e l o p m e n t  o f  s u i c i d e  i d e a t i o n ,  t h i s  p a t i e n t  w a s  i n  n e e d  o f  
h o s p i t a l i z a t i o n  o n  a n  e a r l y  a d o l e s c e n t  p s y c h i a t r i c  u n i t  w h e r e  h is  
p s y c h i a t r i c  a n d  d e v e l o p m e n t a l  n e e d s  c o u l d  b e  a p p r o p r i a t e l y  
m e t .

N . D .  — P a t i e n t  is  a  1 4 - y e a r - o ld  f e m a l e  w h o  d e v e l o p e d  b i z a r r e  
b e h a v i o r  d u r i n g  h e r  s e c o n d  y e a r  a t  a  r e s i d e n t i a l  f a c i l i t y  f o r  
m e n t a l l y  r e t a r d e d  c h i l d r e n  a n d  a d o l e s c e n t s .  H e r  b e h a v i o r  
i n c l u d e d  a t t a c k i n g  r e s i d e n t s ,  m a k i n g  i n a p p r o p r i a t e  s o u n d s  a n d  
g e s t u r e s ,  e . g . ,  c a t  n o i s e s  a n d  g e s t u r e s  w i t h  h e r  f i n g e r n a i l s .  T h e  
p a t i e n t ’ s  f u n c t i o n i n g  d e t e r i o r a t e d .  S h e  w a s  i n  n e e d  o f  a  n e u r o ­
p s y c h i a t r i c  u n i t  f o r  t r e a t m e n t  o f  h e r  p s y c h o s i s .  T o  t r e a t  t h i s  
s e v e r e l y  m e n t a l l y  r e t a r d e d  g i r l ’ s  p s y c h o s i s  o n  a  t y p i c a l  a d o l e s ­
c e n t  p s y c h i a t r i c  u n i t  i s  s i g n i f i c a n t l y  d i s r u p t i v e  t o  t h e  t r e a t m e n t  
s t r u c t u r e  o f  t h e  t y p i c a l  p s y c h i a t r i c  u n i t .
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I n s u r e r  C o n c e r n s

2

M a jo r  p r i v a t e  s e c t o r  e m p l o y e r s  h a v e  l o n g  a c c e p t e d  t h e  n e e d  
t o  p r o v i d e  s o m e  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  m e n t a l  

i l l n e s s .  A c c o r d i n g  t o  a  1 9 8 3  s u r v e y  b y  t h e  A m e r i c a n  P s y c h ia t r i c  
A s s o c i a t i o n  o f  3 0 0  p l a n s  c o v e r i n g  3 3  m i l l i o n  w o r k e r s  a n d  
d e p e n d e n t s ,  a l l  o f  t h e  p l a n s  p r o v i d e d  i n p a t i e n t  c o v e r a g e  f o r  
m e n t a l  i l l n e s s .  V i r t u a l l y  a l l  ( 9 8 % )  a l s o  p r o v i d e d  c o v e r a g e  f o r  
o u t p a t i e n t  t r e a t m e n t  f o r  m e n t a l  i l l n e s s . 1

O n l y  5 1 %  o f  t h e  3 0 0  p l a n s  s u r v e y e d ,  h o w e v e r ,  p r o v i d e d  
i n p a t i e n t  c o v e r a g e  f o r  m e n t a l  i l l n e s s  o n  t h e  s a m e  b a s i s  a s  f o r  
a n y  o t h e r  i l l n e s s .  A n d ,  o n l y  1 0 %  o f  t h e  p l a n s  p r o v i d e d  o u t p a ­
t i e n t  m e n t a l  h e a l t h  c o v e r a g e  o n  t h e  s a m e  t e r m s  a s  f o r  o u t p a t i e n t  
c o v e r a g e  o f  o t h e r  m e d i c a l  c o n d i t i o n s .

P a r a l l e l i n g  t h e  r is e  i n  c o v e r a g e  f o r  m e n t a l  h e a l t h  b e n e f i t s  
h a s  b e e n  a  r i s i n g  c o n c e r n  a m o n g  s o m e  e m p l o y e r s  a n d  i n s u r e r s  
a b o u t  t h e  v a l u e  o f  m e n t a l  h e a l t h  s e r v ic e - ,  r e l a t i v e  t o  t h e  d o l l a r s  
s p e n t .  T h i r d - p a r t y  p a y e r s  h a v e  q u e s t i o n e d  w h e t h e r  g e n e r o u s  
c o v e r a g e  o f  m e n t a l  h e a l t h  b e n e f i t s  i s  w o r t h  t h e  e x t r a  p r e m i u m  
c o s t .  M a n y  i n s u r e d  w o r k e r s  a l s o  h a v e  d o u b t s  t h a t  t h e  r i s k  o f  
a l c o h o l i s m ,  d r u g  a b u s e ,  a n d  m e n t a l  i l l n e s s  is  h i g h  e n o u g h  o r  
s e r i o u s  e n o u g h  i n  e i t h e r  m e d i c a l  o i  e c o n o m i c  t e r m s  t o  w a r r a n t  
t h e  c o s t  o f  o b t a i n i n g  p r o t e c t i o n .

I n s u r e r s  a r e  t a k i n g  m o r e  o f  a  " s h o w  m e ”  a t t i t u d e  t o w a r d  
s u c h  i s s u e s  a s  t h e  e f f e c t i v e n e s s  o f  p s y c h o t h e r a p y ;  t h e  r e l a t i v e  
c o s t  o f  d i f f e r e n t  t r e a t m e n t  s e t t i n g s  i n  o b t a i n i n g  a  d e s i r e d  o u t ­
c o m e ;  a n d  t h e  b e n e f i t s  o f  p s y c h i a t r i c  c a r e  r e l a t i v e  t o  c o s t .

F i n a l l y ,  i n s u r e r s  a r e  c o n c e r n e d  t h a t  t h e r e  is  v a s t  m i s u s e

1. S. Mustynsky, J. Brady, S. Sharfstein, Coverage for Menial and Nervous Disorders: 
Summaries 0 / 3 0 0  Private Sector Health Plans, (Washington, D.C., American Psychiatric 
Press, Inc. 1983).
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a n d  o v e ru s e  o f  m e n ta l  h e a l th  se rv ic e s  by  th o s e  w h o  a re  p sy - 
c h ia tr ic a lly  o r ie n te d  b u t  w h o  d o  n o t  rea lly  n ee d  t r e a tm e n t  in  
o rd e r  to  re m a in  p ro d u c t iv e  m e m b e rs  o f  so c ie ty .

T h is  r e p o r t  p r e s e n ts  a n  o v e rv ie w  o f  d a ta  a n d  a n a ly s is  
p e r t in e n t  to  th e se  issu es.

attributable only to C-croup members.
'These figures include fees for physicians, psychologists, and nurses but exclude any 

associated laboratory fees.
JThese data were derived from patient reports and as such subject to misreporting. 

Patient reports were used only when it was not possible (or was excessively costly) to 
obtain the relevant information from an independent source. In some cases, when an 
interviewer suspected faulty reporting, individual spot-checks were made with the 
agency in question; agencies that were not able to provide us with information on all 
patients were sometimes able to provide it on this spot-check basis.

'These figures are derived from interviews conducted four months after admission 
with 22 families of E group patients and 18 families of C  group patients ( 3 4 %  of the E

f;roup, 2 7 %  of the C  group). The other families were not interviewed because: (1) they 
ived outsldeof Dane County (23% of each group); (2) the subject or the family refused 
to cooperate ( 1 2 %  of the E  group, 2 2 %  of the C  group); or (3) the relative could not be 
contacted (31 %  of the E  group, 2 8 %  of the C  group). TTte questionnaire examined the 
families’ experience in the two weeks preceding the interview only, and, with some 
trepidation, these figures have been inflated to an annual average. The reduced sample 
sire and the single interview yielded data which must be interpreted with caution.

'These figures were derived by multiplying the number of days of work the family 
members missed because of the patient by a daily wage of $24 ($3 an hour).

•Our judgments, based on examination of patient reports.
hEarnings do  not include value of fringe benefits, if there were any.
‘Interviewers’ assessments.
'Includes Madison Opportunity Center, Inc., and Goodwill Industries.

Source: Weisbrod, Burton A., Ph.D., " A  Guide to Benefit-Cost Analysis as seen 

through a Controlled Experiment in Treating the Mentally III," Journal of 
Health Politics, Policy, and Law, Vol. 7, No. 4, Winter 1983, pp. 808-845.
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C E E - C

8. Illegal activity costs: Total 1.0 0.8 -0.2*

N o .  of arrests for felony 0.2 0.2 0.0*
9. Patient mortality costs

(percentage dying during the year) 

Suicide 1 . 5 % 1 . 5 % 0%
Natural causes 0% 4 . 6 % 4 . 6 %

B E N E F I T S

Benefits fo r which monetary estimates have been made

F r o m  competitive e m p l o y m e n t $ 1 1 3 6 $ 2 1 6 9 $  1033**d

F r o m  sheltered workshops 3 2 195 163**d

Total $ 1 1 6 8 $ 2 3 6 4 $  1 196f

Other benefits
2. Labor market behavior

D a y s  of competitive e m p l o y m e n t

per year 7 7 127 5 0 d

D a y s  of sheltered e m p l o y m e n t

per year 10 8 9 7 9 d

Percentage of days missed

f r o m  job 3 % 7 % 4 % d

N o .  beneficial job changes 2 3 1"
N o .  detrimental job changes 2 2 0"

3. I m proved co n s u m e r

decision-making

Insurance expenditures $  3 3 $  5 6 $  2 3 d

Percentage of group having

savings accounts 2 7 % 3 4 % 7 %

S U M M A R Y

Valued benefits $ 1 1 6 8 $ 2 3 6 4 $  1196

Valued costs 7 2 9 6 8 0 9 3 797

N et (Benefits - Costs) $-6128 $ - 5 7 2 9 $  3 9 9 f

‘Significant at the .10 level.
“Significant at the .05 level.
tSignifcance not tested, as the number is a s u m  of means,

‘These data were derived from agency or patient reports on the number of contacts, 
patient reports being used only when it was not possible (or was excessively costly) to 
obtain the relevant information from the agency. Estimates of the costs per contact 
were obtained from the agency.

bData from the Department of Vocational Rehabilitation ( D V R )  were available only 
for the 28-month study period as a whole, which included the follow-up period after 
the experiment. The per patient costs presented in Exhibit Eight are 12/28, or 43 
percent of the 28-month data, reflecting average cost for one year. The figures reflect 
double counting because m uch of the D V R  expenditures go for payments to other 
agencies that are included in cost section 2 of the exhibit. W e  have been able to account 
for, and to exclude, D V R  payments to the sheltered workshops but not, for example, to 
hospitals. The $24 difference is biased upward by the omission of counselling expenses
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3
P r e v a l e n c e  a n d  C o s t  

o f  M e n t a l  I l l n e s s

A c c o r d i n g  t o  a  m a j o r  s t u d y  s p o n s o r e d  b y  t h e  N a t i o n a l  
I n s t i t u t e  o f  M e n t a l  H e a l t h  ( N I M H ) ,  a t  a n y  g i v e n  t i m e  

a b o u t  2 9  m i l l i o n  A m e r i c a n s  — 1 9 %  o f  t h e  p o p u l a t i o n  o v e r  a g e  
1 8  — s u f f e r  f r o m  p s y c h i a t r i c  d i s o r d e r s .  T h e s e  d i s o r d e r s  r a n g e  
f r o m  a n x i e t y  t o  s c h i z o p h r e n i a .  A n x i e t y  d i s o r d e r s  s u c h  a s  p h o ­
b i a s ,  p a n i c  d i s o r d e r s ,  a n d  o b s e s s i v e - c o m p u l s i v e  b e h a v i o r  a f f l i c t  
1 3 .1  m i l l i o n  A m e r i c a n s ;  a l c o h o l  a n d  d r u g  a b u s e ,  1 0 .1  m i l l i o n ;  
d e p r e s s i o n ,  9 .4  m i l l i o n ;  a n d  s c h i z o p h r e n i a ,  1 .5  m i l l i o n  ( E x ­
h i b i t  1 ).

T r e a t m e n t  r a t e s  a r e  l o w .  A c c o r d i n g  t o  t h i s  N I M H  s u r v e y  
o f  1 0 ,0 0 0  p e o p l e ,  s l i g h t l y  o v e r  h a l f  o f  t h o s e  w i t h  s c h i z o p h r e n i a  
a r e  t r e a t e d ;  a n d  o n l y  a b o u t  1 i n  5  o f  t h o s e  s u f f e r i n g  f r o m  
s u b s t a n c e  a b u s e  o r  a n x i e t y  r e c e i v e  t r e a t m e n t  ( E x h i b i t  1 ) . M o o d  
d i s o r d e r s  s u c h  a s  m a j o r  d e p r e s s i o n  a n d  m a n i c  d e p r e s s i o n  a f f e c t  
6  p e r c e n t  o f  t h e  p o p u l a t i o n  o v e r  1 8 , b u t  o n l y  a b o u t  a  t h i r d  o f  
t h e s e  s e e k  c a r e  ( E x h i b i t  1 ).

M e n t a l  d i s o r d e r s  a r e  a b o u t  t w ic e  a s  p r e v a l e n t  a m o n g  t h e  
u n d e r - 4 5  p o p u l a t i o n .  A l c o h o l  a n d  d r u g  a b u s e  d r o p  s h a r p l y  
a f t e r  a g e  4 4 .  A n t i s o c i a l  b e h a v i o r  a l s o  s e e m s  t o  b e  p r i m a r i l y  a  
p r o b l e m  o f  t h e  y o u n g .

T h e  N I M H  s u r v e y  c r i t e r i a  f o r  e s t a b l i s h i n g  d i a g n o s e s  w e r e  
d e r i v e d  f r o m  t h e  A m e r i c a n  P s y c h i a t r i c  A s s o c i a t i o n ’s  l a t e s t  
d i a g n o s t i c  a n d  s t a t i s t i c a l  m a n u a l  o f  m e n t a l  d i s o r d e r s .  T h e  c r i t e ­
r i a  w e r e  t r a n s l a t e d  i n t o  a  d e t a i l e d  q u e s t i o n n a i r e  t h a t  c o u l d  b e  
c o n d u c t e d  b y  a  l a y  i n t e r v i e w e r .

★ *  ★ ★

M e n t a l  i l l n e s s  is  e x t r e m e l y  c o s t l y  t o  s o c i e t y .  T h e  e s t i m a t e d  
t o t a l  e c o n o m i c  c o s t  t o  s o c i e t y  o f  a l c o h o l  a b u s e ,  d r u g  a b u s e ,  a n d
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m e n t a l  i l l n e s s  ( A D M )  i n  1 9 8 4 2 w a s  $ 2 3 7 .6  b i l l i o n  ( E x h i b i t  2 ) .  
A l c o h o l  a b u s e  a c c o u n t e d  f o r  4 7  p e r c e n t  o f  t h e  t o t a l  ( $ 1 1 1 .5  
b i l l i o n ) ;  d r u g  a b u s e ,  2 5  p e r c e n t  ( $ 5 8 .5  b i l l i o n ) ;  a n d  m e n t a l  
i l l n e s s ,  2 8  p e r c e n t  ( $ 6 7 . 6  b i l l i o n ) .

D i r e c t  t r e a t m e n t  c o s t s  a r e  a  r e l a t i v e l y  s m a l l  p o r t i o n  o f  t h e  
t o t a l  — s l i g h t l y  m o r e  t h a n  1 8 % . I n d i r e c t  c o s t s ,  e . g . ,  r e d u c e d  
p r o d u c d v i t y  a n d  l o s t  e m p l o y m e n t  r e s u l t i n g  f r o m  p r e m a t u r e  
d e a t h  a n d  a v o i d a b l e  i l l n e s s ,  a c c o u n t  f o r  t h e  m a j o r i t y  o f  e c o ­
n o m i c  c o s t s  t o  s o c i e t y  o f  t h e s e  a f f l i c t i o n s  ( 6 6 % ) .  O t h e r  r e l a t e d  
c o s t s  s u c h  a s  A D M - r e l a t e d  c r i m e  a n d  m o t o r  v e h i c l e  c r a s h e s  
c o m p r i s e  t h e  r e m a i n i n g  1 6 % .

E X H I B I T  O N E

P R E V A L E N C E  O F  M E N T A L  I L L N E S S  
W I T H I N  A  S I X - M O N T H  P E R I O D

Number % o f U.S. % W ho Are
Disease Affected Adults Affected Treated*
Anxiety 13.1 million 8 . 3 % 23%
Alcohol and

D r u g  A b u s e 10.1 million 6 . 4 % 1 8 %

Depression 9.4 million 6. 0 % 3 2 %

Schizophrenia 1.5 million 1. 0 % 5 3 %

*highest rate of treatment

Source: National Institute of Mental Health

2. The estimated 1984 total economic cost of A D M  was obtained by multiplying the 

percent change in the consumer price index (CPI-U) 1980 through 1984 by the 1980 

estimates developed for A D A M H A  (Alcohol, Drug Abuse, and Mental Health A d m i n­

istration) by the Research Triangle Institute.

16

E X H I B I T  E I G H T  

C O S T S  A N D  B E N E F I T S  P E R  P A T I E N T ,  C O N T R O L  (C) 
A N D  E X P E R I M E N T A L  (E) G R O U P S ,  F O R  T W E L V E  

M O N T H S  F O L L O W I N G  A D M I S S I O N  T O  E X P E R I M E N T

______________________________________________ C ___________ E __________E - C

C O S T S

Costs fo r which monetary estimates have been made 
1. Direct treatment costs

M e n d o t a  Mental Health Institute ( M M H l )

Inpatient $ 3 0 9 6 $  9 4 $-3002**

Outpatient 42 Q -42**

Experimental center program 0 4 7 0 4 4 7 0 4 t

Total $ 3 1 3 8 $ 4 7 9 8 $ 1 6 6 0 f

Indirect treatment costs

Social service agencies

Other hospitals ( n o n - M M H l ) $ 1 7 4 4 $  6 4 6 $-1098**

Sheltered wor k s h o p s 1 91 8 7 0 7 7 9 * *

Other c o m m u n i t y  agencies:

D a n e  C o u n t y  Mental Health

Center 55 5 0 -5

D a n e  C o u n t y  Social Services 41 2 5 -16**

State Dept, of Voc. Rehab. 185 2 0 9 2 4 h

Visiting Nurse Service 0 23 2 3**

State E m p l o y m e n t  Service 4 3 -1*

Private medical providers' 22 12 -10’

Total $ 2 1 4 2 $ 1 8 3 8 $  -304t
L a w  enforcement costs

Overnights in jail $ 159 $ 152 $  -71

Court contacts 17 12 -5*

Probation a nd parole 189 143 -46

Police contacts 44 4 3 - r

Total $  409 $ 3 5 0 $ -59t

Maintenance costs $ 1 4 8 7 $ 1 0 3 5 $ 4 5 2

Family burden costs:

Lost earnings d u e  to the patient $  120 $ 7 2 $  - 4 8 "

Total costs for which monetary

estimates have been m a d e $ 7 2 9 6 $ 8 0 9 3 $ 7 9 7 t

her costs
Other family burden costs

Percentage of families reporting

physical illness due to the patient 2 5 % 1 4 % - 1 1 % '

Percentage of family m e m b e r s

experiencing emotional strain

d ue to the patient 4 8 % 2 5 % - 2 3 % "

Burden o n  other people (e.g.,

neighbors, co-workers) i 7 7
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E X H I B I T  S E V E N

E C O N O M I C  O U T C O M E ®  O F  R E V I E W E D  
R A N D O M I Z E D  C O N T R O L  S T U D I E S 3

Setting Setting results N o

Economic N u m b e r  

Experimental Control N o  Ou t c o m e  of

Experimental Control Cheaper Better Difference Discussed Studies

Partial

Hospital­

ization

Traditional

Inpatient

2 2 4

C o m m u n i t y Traditional

Inpatient

3 3 6

Brief

Inpatient

Stay

Traditional

Inpatient

1 2 1 4

Brief 

Inpatient 

Stay and 

Partial 

Hospital­

ization

Traditional

Inpatient

1 1

H o m e  care —  

W i t h  Drugs 

or With 

Placebo

Traditional

Inpatient

1 I

a. Berk, p. 23.

H o s p ita ls  a c c o u n t  f o r  a b o u t  5 3 %  o f  th e  d i r e c t  t r e a tm e n t  
c o s ts  b y  s e t t in g  ( $ 2 0 .6  b il l io n , E x h ib it  3 ) .  F ac ilitie s  e s ta b lish e d  
sp e c if ic a lly  t o  ca re  fo r  p e o p le  su ffe r in g  f ro m  a lc o h o lis m , d ru g  
a b u s e , a n d  m e n ta l  illness a c c o u n t  fo r  37% o f  th e  to ta l.

S in c e  d i r e c t  t r e a tm e n t  c o s ts  a r e  a sm a ll p r o p o r t io n  o f  th e  
to ta l  e c o n o m ic  c o s t  o f  A D M , th e  p o te n t ia l  p a y o f f  f ro m  h ig h e r  
d i r e c t  c o s ts  is  h ig h . A n  in c re a se  in  d ire c t  c o s ts  re s u lt in g  f ro m  
w id e r  a p p l ic a tio n  o f  t r e a tm e n ts  p r o v e n  to  b e  e ffec tiv e  s h o u ld  
r e s u l t  in  a f a r  g re a te r  a s so c ia te d  r e d u c t io n  in  th e  in d ir e c t  c o s t  o f  
illn ess .

T h e  k e y  is to  im p ro v e  th e  r a te  a t  w h ic h  th o s e  w h o  n ee d  
h e lp  se ek  i t  —  a m a jo r  p ro b le m  s in c e  aw a re n ess  o f  n ee d  in  m a n y  
cases  m ay  b e  in v e rse ly  re la te d  to  in te n s ity  o f  n e e d .

B esid es re d u c in g  u n n e c e s sa ry  su ffe rin g , g re a te r  a w a re n ess  
a m o n g  th e  p u b lic  a n d  e m p lo y e rs  o f  th e  su rp r is in g ly  w id e sp re a d  
p re v a le n c e  o f  m e n ta l  i l l r e s s  a n d  th e  h u g e  e c o n o m ic  b u r d e n  o f  
A D M  is in  e v e r y o n e ’s e c o n o m ic  in te re s t.  G re a te r  a w a re n ess  o f  
th e  m a g n itu d e  o f  th e  p r o b le m  s h o u ld  s t im u la te  g re a te r  d e m a n d  
fo r  c o v e ra g e  o f  t r e a tm e n t ,  p r o v id e d  it  c a n  b e  s h o w n  th a t  A D M  
tr e a tm e n t  w o rk s .
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E X H I B I T  T W O  

C O S T S  T O  S O C I E T Y  O F  A L C O H O L  A B U S E ,  
D R U G  A B U S E ,  A N D  M E N T A L  I L L N E S S ,  ( A D M ) ,  1 9 8 4 *  

( $  M I L L I O N )

Alcohol
Abuse

Drug
Abuse

Menial
Illness Total

Core Costs $99,172 $36,689 $65,301 $201,161

Direct

Treatment 11,819 1,495 26,113 39,425

Support 1,226 303 3,235 4,793

Indirect

Mortality’ 18,009 2.467 8,965 29,440

Morbidityb 68,118 32,425 26,988 127,532

Reduced Productivity (63,005 )c (32,036)' (3,889)' (98,930)

Lost e m p l o y m e n t (5.114) (389) (23,099) (28,602)

Other Related Costs 12,357 21,782 2,265 36,404

Direct

M o t o r  vehicle crashes

(Property loss) 2,722 d — 2,722

C r i m e  b 2,924 7,362 1,084 11,370

Public (2,569) (5,549) (791) (8,908)

Private (325) (1.676) (293) (2,293)

Froperty loss/damage (30) (138) ( - ) (168)

Social welfare program 47 2 250 300

Other 3,628 669 821 5,118

Indirect

Victims of C r i m e 214 1,053 — 1,267

C r i m e  careers — 10,869 — 10,869

Incarceration 2,244 1,826 1 1 0 4,181

M o t o r  vehicle crashes

(time loss) 578 d — 578

Total $111,528 c $58,471 ' $67,565 ' $237,565

Totals m a y  not add due to rounding.

a. At 6  percent discount rate. As suggested by the P H S  Guidelines document, the 
present value of lost future productivity due to premature mortality was also 

calculated using discount rates of 10 and 4 percent. The use of a 10 percent rate 

decreases indirect costs by the following amounts: alcohol abuse —  $4,881 million; 

drug abuse —  $704 million; and mental illness —  $2,444 million. The use of a 4 

percent rate increases indirect costs by the following amounts: alcohol abuse —  

$4,455 million; drug abuse —  $638 million; and mental illness —  $2,177 million.

b. Components are indicated in parentheses.

c. The total costs to society for each of the three A D M  disorders are not comparable, 

since the completeness of data available for each cost category varied significantly. 

For example, the estimate of reduced productivity is relatively complete for alcohol 

abuse, only partially complete for drug abuse, and incomplete for mental illness.

d. Although costs are hypothesized to occur in this category, sufficient data are not 

available to develop a reliable estimate.

Source: Research Triangle Institute (RT1), "Economic Costs to Society of Alcohol 

and Drug Abuse: 1980," June. 1984, RTI/2734/OO-OlFR.

'The data developed by the Research Triangle Institute were for 1980. Estimates for 

1984 A D M  costs were obtained by increasing the R T I 1980da ta by the percent increase 

in the CPI-U, 1980-84 (October to October).

E X H I B I T  S I X

E C O N O M I C  O U T C O M E S  O F  R E V I E W E D  
S I M U L T A N E O U S  C O N T R O L  S T U D I E S *

Setting S e m n g  results N o

Economic N u m b e r  

Experimental Control N o  O u tcome of

Experimental Control Cheaper Better Difference Discussed Studies

Partial

Hospital­

ization

Traditional

Inpatient

2 5 7

C o m m u n i t y Traditional

Inpatient

5 1 1 7

Brief

Inpatient

Stay

Traditional

Inpatient

2 2

Brief 

Inpatient 

Stay and 

Partial 

Hospital­

ization

Traditional

Inpatient

1 1

a. Berk, p. 22.
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E X H I B I T  F I V E

C L I N I C A L  O U T C O M E S  O F  R E V I E W E D  R A N D O M I Z E D  
C O N T R O L  T R I A L S 3

Setting Setting results
N u m b e r

Experimental Control N ot of

Experimental Control Better Better Determinate Studies

Partial

Hospital­

ization

Traditional

Inpatient

3 I 4

C o m m u n i t y Traditional

Inpatient

2 4 6

Brief

Inpatient

Stay

Traditional

Inpatient

2 1 1 4

Brief 

Inpatient 

Stay and 

Partial 

Hospital­

ization

Traditional

Inpatient

I 1

H o m e  care —  

W i t h  Drugs 

or With 

Placebos

Traditional

Inpatient

I 1

a. Berk, p. 2.
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E X H I B I T  T H R E E

D I R E C T  A D M  C O S T S  B Y  S E T T I N G ,  1 9 8 4 *  
( $  M I L L I O N )

ALCOHOL DRUG MENTAL ALL
SETTINGS ABUSE ABUSE ILLNESS ADM
A D M  Facilities $1,318 $563 $12,483 $14,365

Hospital-based 425 106 7,057 7,587

State and county psychiatric

hospitals 270 67 4,49! 4,829

Private psychiatric hospitals 54 14 8 8 8 956

V A  neuropsychiatric hospitals 41 1 0 676 728

Non-Federal general hospitals

with separate psychiatric

units 6 0 15 1 ,0 0 2 1,076

Other A D M  facilities and

services 893 457 5,428 6,777

Federally funded 275 62 1,242 1,530

Residential treatment centers

for children 0 0 603 603

Freestanding facilities 472 330 704 1,505

Other facilities 61 41 223 325

A D M  units in correctional

facilities 2 1 0 ■ 1 2
Private practice psychiatrists 72 7 1,433 1,511

Private practice psychologists 61 6 1,223 1,291

General health facilities $9,630 931 13,629 24,189

Hospital-based 5,980 657 6,338 12,975

Non-Federal c o m m u n i t y

hospitals (Excluding

psychiatric units) 4.957 524 4,900 10,380

V A  general hospitals and

other facilities 678 57 1,073 1,808

O ther Federal facilitiesb 346 75 366 786

Other general health

facilities a n d  services 3,650 275 7,290 11,214

Nursing h o m e s 208 >
3.467 3.676

Private practice physicians 904 35 1,084 2,023

Dentists 774 74 835 1,682

O ther health professionals 213 2 0 229 462

D r u g  and drug sundries 934 8 8 1,009 2,032

Other health services 447 42 483 973

Volunteer services 169 16 182 368

Total $10,947 $1,495 $26,113 $38,553

Totals m a y  not add d u e  to rounding.

a. Less than $.5 million.

b. A  small portion of these were in non-hospital-based facilities.

Source: Research Triangle Institute (RTI), "Economic Costs to Society of Alcohol 

and Drug Abuse: 1980," June, 1984, Rn/2734/00-01FR.

‘The data developed by the Research Triangle Inntitute were for 1980. Estimates for 

1984 A D M  costs wereobtalned by Increasing the RTI 1980data by the percent increase 

in the CPI-U, 1980-84 (October to October).



E X H I B I T  F O U R

C L I N I C A L  O U T C O M E S  O F  R E V I E W E D  S T U D I E S  W H E R E  
C O N T R O L S  W E R E  N O T  R A N D O M L Y  S E L E C T E D -

Setting Setting results
N u m b e r

Experimental Control N o of

Experimental Control Better Better Difference Studies

Partial Traditional 3 2 2 7

Hospital­ Inpatient

ization

C o m m u n i t y Traditional

Inpatient

2 1 4 7

Brief Traditional 1 1 2
Inpatient Inpatient

Stay

Brief Traditional 1 1
Inpatient Inpatient

Stay and

Partial

Hospital­

ization

a. A. Ancona Berk, Ph.D., In National Institute of Mental Health, Series EN No. 2, Cost Ctm- 
siilerations in Menial Health Treatment; Setting), Modalities, anti Providers, Talntor, Z.; Widem, P.; 
at. I Barrett, S.A., eds. DHHS Pub. No. (ADM) 84-1295, Washington, D.C.; Supt. of 
Documents, U.S. Government Printing Office, 1984, p. 20.
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s h o r tf a l l  w as le ss  th a n  fo r  th e  t r a d i t io n a l  p ro g ra m  (E x h ib it  8 ) .
A lth o u g h  t r e a tm e n t  p ro g ra m s  w h ic h  p la c e  g re a te r  e m p h a ­

s is  o n  o u tp a t ie n t  c a re  ca n  b e  m o re  c o s t-e ffe c tiv e  fo r  so m e  
p a t ie n ts ,  in p a t ie n t  t r e a tm e n t  n o n e th e le s s  r e m a in s  th e  o n ly  r e a l­
is t ic  o p t io n  fo r  a  s ig n if ic a n t p e rc e n ta g e  o f  m e n ta lly  ill p a tie n ts . 
W e is b r o d ,  fo r  e x a m p le , d id  n o t  in  an y  w ay  a rg u e  th a t  all 
d is o r d e r s  c o u ld  b e  t r e a te d  in  a n  o u tp a t ie n t  se ttin g . F o r  th o s e  
p a t ie n ts  w h o  c a n  b e  h a rm fu l to  th e m se lv e s  o r  o th e rs ,  w h o  
c a n n o t  r e s p o n d  to  t r e a tm e n t  w h ile  re m a in in g  in  th e ir  h o m e s  o r  
w o rk  e n v iro n m e n ts ,  o r  w h o  r e q u ir e  re so c ia liza tio n , s ta b iliza ­
t io n  o r  a h ig h ly  c o n t ro l le d  c o u r s e  o f  m e d ic a tio n , th e re  e x is ts  n o  
a l te rn a t iv e  to  h o s p ita l iz a t io n . E x am p les  o f  th e se  k in d s  o f  
p a t ie n ts ,  ta k e n  f ro m  th e  ca se  r e c o rd s  o f  a n  a d o le sc e n t c a re  
fa c ility , a r e  p re s e n te d  in  E x h ib it  9 .

T h e re  is, h o w e v e r , n o  e sc a p in g  th e  fac t t h a t  th e re  is a "g ra y  
a r e a ”  p r o b le m  w ith  p s y c h ia t r ic  h o sp ita liz a tio n . H o w  m u c h  
in p a t ie n t  ca re  is e n o u g h  to  a s su re  a fa v o ra b le  o u tc o m e  b u t  n o  
m o re  th a n  en o u g h ?

T h e  s ta te  o f  th e  a r t  o f  d ia g n o s is  is n o t  s u f f ic ie n tly  d e v e l­
o p e d  to  s u p p o r t  w id e ly  a c c e p te d  o b je c tiv e  c r i te r ia  fo r  m e a s u r ­
in g  q u a l i ty  a n d  c o s t-e ffe c tiv e n e s s  o f  care. T h e  a p p r o p r ia te  
a c t io n  u n d e r  th e s e  c i rc u m s ta n c e s  is n o t  to  c u r ta i l  in p a t ie n t  
c o v e ra g e  b u t  r a th e r  to  re d e s ig n  c o v e ra g e  so  th a t  p ro v id e r s  h a v e  
a n  in c e n tiv e  to  c h o o s e  th a t  m ix  o f  c a re  th a t  p r o d u c e s  th e  b e s t  
p o s s ib le  m e d ic a l o u tc o m e  p e r  av a ila b le  d o lla r .  W h e n  p a ire d  
w ith  c a re fu l u til iz a tio n  m a n a g e m e n t, th is  a p p ro a c h  s h o u ld  g o  a 
lo n g  w ay  to w a r d  im p ro v in g  th e  c o s t-e f fe c tiv e n e s s  o f  c a re  w h ile  
s t i l l  m a k in g  s u re  i t  is n o t  d e n ie d  to  th o s e  w h o  really  n ee d  it.

28

4
W h a t  is M e n t a l  H e a l t h  C a r e ?

A
c c o r d in g  to  a s tu d y  d o n e  b y  th e  O ff ic e  o f  T e c h n o lo g y  
A s s e s s m e n t ( O T A ) 3, m e n ta l  h e a lth  ca re  (w h ic h  O T A  
re fe rs  to  as " p s y c h o th e r a p y ” ) is a m a n s io n  w ith  m a n y  ro o m s . 

T h e re  a re  a t  le a s t  f o r ty  d e f in i t io n s  in  th e  l i te r a tu re .  H e re  w e  use  
th e  te rm  " p s y c h o th e r a p y ”  in te rc h a n g e a b ly  w ith  m e n ta l h e a lth  
se rv ic e s  o r  p s y c h ia t r ic  c a re . N o  a t te m p t  w ill b e  m a d e  to  p re s e n t  
a d e ta ile d  ta x o n o m y . S u ff ic e  i t  to  sa y  th a t  w h e n  sc h o la rs  in te r ­
e s te d  in  a s sess in g  e ffe c tiv e n e s s  ana lyze  m e n ta l  h e a l th  c a re  o r  
p sy c h o th e ra p y , th e y  u su a lly  lim it th e ir  s c o p e  o f  in q u iry  to  
te c h n iq u e s  w h ic h :

•  h av e  a n  e s ta b l ish e d  c o n c e p tu a l / s c ie n t i f ic  b ase ;
• a re  a p p l ie d  by  t r a in e d  a n d  e x p e r ie n c e d  p ro fe s s io n a ls  in  a 

p u rp o s e fu l  m a n n e r ; a n d ,
« a re  in te n d e d  to  h e lp  in d iv id u a ls  c h a n g e  v a r io u s  p e rso n a l 

c h a ra c te r is tic s  (fe e lin g s , b e h a v io r , a t t i tu d e )  th a t  c a u se  u n n e c e s ­
sa ry , a v o id a b le  d is tre s s .

T h e  te c h n iq u e s  m e e tin g  th e s e  b r o a d  c r i te r ia  v a ry  w id e ly  in  
te rm s  o f  th e o re t ic  u n d e r p in n in g s ,  se ttin g , ty p e  o f  c o u n se lin g , 
tr a in in g , e tc . I n s u re r s  a n d  o th e r  o b s e rv e rs  h a v e  b e e n  puzzled  by  
th e  f in d in g  o f  e ffe c tiv e n e s s  f o r  a w id e  v a r ie ty  o f  t r e a tm e n ts .  
T h e re  s e e m s  t o  b e  a l in g e r in g  s u s p ic io n  th a t  i f  s tu d ie s  s h o w  th a t  
m a n y  p s y c h ia t r ic  t r e a tm e n ts  a p p a re n t ly  w o rk ,  th e n  p e rh a p s  th e  
re a lity  is  th a t  n o n e  o f  th e m  w o rk  a n d  th e  m e a s u re m e n ts  a re  
flaw ed .

T h e re  a re  tw o  m a in  re s p o n s e s  t o  th is  c o n c e rn .  F irs t, l i te r -

3. Office of Technology Assessment, The Implications of Cost-Effeaiveness Analysis of 
Medical Technology, Background Paper bio. y. The Efficacy and Cost Effectiveness of 
Psychotherapy (Washington, D.C., U.S. Government Printing Office, Stock No. 052- 
003-00783-5, October 1980).
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a lly  h u n d r e d s  o f  m e a su re s  o f  e ffe c tiv e n e ss  h a v e  b ee n  su b je c te d  
to  te s ts  o f  s ta tis t ic a l v a lid ity , a n d  th e  g re a t m a jo r i ty  o f  th e m  
h a v e  p a s se d . T h e  o d d s  o f  th is  h a p p e n in g  i f  m e n ta l  h e a lth  s e r ­
v ices  w e re  n o t  e ffec tiv e  a re  v a n ish in g ly  sm a ll. S e c o n d , as th e  
O T A  r e p o r t  n o te d ,  th e re  a re  in d e e d  c o m m o n  th re a d s  r u n n in g  
th ro u g h  th e  b e w ild e r in g  v a r ie ty  o f  d if fe re n t  a p p ro a c h e s :

. . A  n u m b e r  o f  im p o r ta n t  s im ila r i t ie s  e x is t a c ro ss  d i f ­
fe re n t  th e o re tic a l p e rs u a s io n s . S o m e  th e o r is ts  . . .  in  fac t, 
a rg u e  th a t  p s y c h o th e ra p e u t ic  c h a n g e  is p re d o m in a te ly  a 
f u n c t io n  o f  fa c to rs  c o m m o n  to  a ll th e ra p e u t ic  a p p ro a c h e s . 
T h e  p r im a ry  in g re d ie n ts  o f  s u c h  c o m m o n , n o n s p e c if ic  
f a c to rs  a re  th e  th e r a p is t ’s  u n d e r s ta n d in g ,  re s p e c t,  in te re s t ,  
e n c o u ra g e m e n t,  a n d  a c c e p ta n c e . T h u s ,  w h ile  th e  c o n te n ts  
a n d  p ro c e d u re s  o f  p s y c h o th e ra p y  m a y  d if fe r  . . .  a ll fo rm s  
o f  p s y c h o th e ra p y  sh a re  c o m m o n  'h e a lin g ' fu n c tio n s .  A ll 
th e ra p is ts  c o m b a t  th e  p a t ie n t ’s  d e m o ra liz a tio n  a n d  se n se  
o f  h o p e le s sn e s s  b y  th e  re la t io n s h ip  th e y  e s ta b lish  w ith  th e  
p a t ie n t  a n d  b y  p ro v id in g  a n  e x p la n a tio n  fo r  p re v io u s ly  
in e x p lic a b le  fee lin g  a n d  b e h a v io r .  A c c o rd in g  to  th o s e  w h o  
m a in ta in  t h a t  su c h  n o n s p e c if ic  fa c to rs  a re  re s p o n s ib le  fo r  
p s y c h o th e r a p y ’s e ffe c ts , o n e  r e a s o n  f o r  th e  su c c e ss  o f  
th e ra p y  is b e c a u s e  it r e m o v e s  th e  m y s te ry  f ro m  th e  
p a t ie n t ’s su ffe rin g  a n d  s u p p la n ts  i t  w ith  h o p e .” 4

6
C o m p a r i s o n  o f  t h e  C o s t s  a n d  

O u t c o m e s  o f  D i f f e r e n t  

T r e a t m e n t  S e t t i n g s

M
e n ta l h e a lth  c a re  w o rk s . B u t, w h ic h  t r e a tm e n t  se ttin g s  
s h o w  b e t te r  c lin ic a l o u tc o m e s ;  a n d , f o r  a g iv e n  o u tc o m e , 
w h ich  se ttin g  is less cos tly?

A . A n c o n a  B erk , P h .D ., rev iew in g  3 3  s tu d ie s  u s in g  c o n ­
t ro ls  ( c o m p a r is o n  g ro u p s )  su m m a riz e d  h e r  f in d in g s  in  ta b le s  
f o u r  th ro u g h  sev en .

T h e  m a in  f in d in g  o f  B e rk ’s l i te r a tu re  re v ie w  w as  th a t  a l te r ­
n a tiv e s  to  t ra d i t io n a l  in p a t ie n t  se ttin g s , su c h  as  p a r t ia l  h o s p i ta l­
iza tio n  c o m b in e d  w ith  in te n s iv e  c o m m u n ity -b a s e d  c a re , a p p e a r  
m o re  co s t-e ffe c tiv e  f o r  c e r ta in  p a tie n ts .

P e rh a p s  th e  m o s t  h ig h ly  re g a rd e d  s tu d y  c o m p a r in g  t r e a t ­
m e n t s e ttin g s  p u b l is h e d  to  d a te  is b y  W e is b r o d ,  T e s t  a n d  S te in . 
I t  is sp e c ia l in  th a t  i t  u se d  a fa r  m o re  c o m p re h e n s iv e  se t o f  c o s t  
a n d  b e n e f i t  m e a s u re m e n ts  th a n  a n y th in g  d o n e  p re v io u s ly . 
A lso , i t  c o m e s  c lo s e s t t o  m e e tin g  th e  r e q u ir e m e n t  o f  a  r ig o ro u s  
c o n tro l le d  c lin ic a l tr ia l.

T h e  a im  o f  th e  W e is b r o d  e t  a l. s tu d y  w as  to  c o m p a r e  th e  
t r a d i t io n a l  m e th o d s  o f  tr e a tin g  th e  c h ro n ic a lly  m e n ta lly  ill w ith  
a c o m m u n ity -b a s e d  t r e a tm e n t  p ro g ra m  ca lle d  " T r a in in g  in  
C o m m u n ity  L iv in g ”  (T C L ) .  T h e  e s se n tia l d if fe re n c e  w as th a t  
a n  in te rd is c ip lin a ry  s ta f f  w as m o v e d  f ro m  th e  W is c o n s in  S ta te  
H o s p ita l  in to  th e  c o m m u n ity .  T h e  fo c u s , th e n ,  w as o n  w o rk in g  
w ith  p a t ie n ts  n o t  in  th e  h o s p ita l  b u t  in  th e  c o m m u n ity  itse lf . 

K ey  f in d in g s  f ro m  th e  2 8 - m o n th  s tu d y  p e r io d  w ere:
1. th e  c o s t  p e r  p a t ie n t  in  th e  T C L  p ro g ra m  w e re  s lig h tly  h ig h e r , 
but
2. th e  b e n e f its ,  m a in ly  in  th e  f o rm  o f  p a t ie n t  e a rn in g s , a lso  w ere  
h ig h e r;
3 . th e  n e t  re s u lt  w as th a t  b e n e f its  v a lu e d  in  m o n e ta r y  te rm s  fo r  
d ie  T C L  p ro g ra m  w e re  s ti ll le ss  th a n  v a lu e d  c o s ts ,  b u t  th e
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p re s s io n s ; m ild  t o  m o d e ra te  a n x ie tie s , fea rs, a n d  s im p le  p h o ­
b ia s ; c o m p u ls io n s ;  se x u a l d y s fu n c tio n s ;  re a c tio n s  to  d e v e lo p -  
m e n  tal c r is e s  o f  a d o le sc e n c e , m id - life , a n d  ag ing ; a n d  p ro b le m s  
o f  e v e ry d a y  l ife  s u c h  a s  v o c a t io n a l  a n d  m a r i ta l  a d j u s t ­
m e n ts  . .  . ” 9

A  re v ie w  o f  th e  l i t e r a tu r e  o n  th e  e ffe c tiv e n e ss  o f  p s y c h ia ­
t r ic  ca re  a ls o  s h o w s  th a t,  in  c o m b in a t io n  w ith  d r u g  th e ra p y , i t  is  
u se fu l in  th e  t r e a tm e n t  o f  su c h  d is o rd e r s  as " th e  s c h iz o p h re ­
n ia s , m a n ic -d e p re ss iv e  d is o rd e r s ,  p s y c h o so m a tic  d is o rd e r s ,  
a n tiso c ia l d is o r d e r s ,  a lc o h o lis m , d ru g  a b u se , a n d  c h i ld h o o d  
h y p e ra c tiv i ty  a n d  se v ere  le a rn in g  d isa b ili t ie s .” 101 u b o r s k y  a n d  
h is  a s so c ia te s , f o r  e x a m p le , r e p o r te d  th a t  " a  c o m b in a t io n  o f  
t r e a tm e n ts  m ay  r e p r e s e n t  m o re  th a n  a n  a d d e d  e ffe c t o f  tw o  
tr e a tm e n ts ;  th e re  m ay  a ls o  b e  s o m e  m u tu a lly  fa c ili ta tiv e  in te r ­
ac tiv e  b e n e f its  f o r  c o m b in e d  t r e a tm e n ts .” 11

9. Morris B. Pnrloff, Ph.D., in National Institute of Mental Health Series H N  No. 2, Cost 
Considerations in Mental Health Treatment: Settings, Modalities,and Providers, Taintor, Z., 
Widem, P., and Barrett, S.A., Editors, D H H S  Publication (ADM)8 4 - 1 2 9 5  (Washing­

ton, D.C.: Superintendent of Documents, U.S. Government Printing Office, 1984) p. 

42.

10. Parloff, p. 43.

11. Luborsky, L.; Singer, B.; and Luborsky, L.; "Comparative Studies of Psychother­

apies," Archives of General Psychiatry 32 (8 ): 995-1008 1975, p. 1004.
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5
I s  M e n t a l  H e a l t h  C a r e  E f f e c t i v e ?

A
c c o rd in g  to  th e  O ff ic e  o f  T e c h n o lo g y  A sse ssm e n t, th e  
l i t e r a tu r e  re v ie w s  a ll r e p o r t  th a t  u n d e r  c e r ta in  c o n d i t io n s  
m e n ta l h e a lth  se rv ic es  a re  e ffec tiv e . T h e  m o re  re c e n t th e  l i te r a ­

tu r e  su rv e y e d , th e  s tro n g e r  th e  e v id e n c e  o f  e ffec tiv e n ess . In  fac t, 
th e r e  is l i t t le  e v id e n c e  th a t  m e n ta l  h e a l th  ca re  d o e s  n o t  w o rk .  A  
v a r ie ty  o f  tr e a tm e n ts  a re  e ffec tiv e  f o r  a  v a rie ty  o f  d ia g n o ses .

J u s t  lik e  a s p ir in , h o w e v e r , th e re  is a lack  o f  u n d e rs ta n d in g  
o f  th e  w ay  p s y c h o th e ra p y  w o rk s , i .e .,  th e  c o n d i t io n s  re q u ire d  
f o r  i t  t o  b e  e ffec tiv e . A c c o rd in g ly ,  n o  o n e  re se a rc h  d e s ig n  a n d  
n o  o n e  s e t  o f  m e a s u re s  w ill p r o v id e  a d e f in itiv e  c o n c lu s io n .  
R a th e r , i t  is n e c essa ry  t o  lo o k  a t  th e  w e ig h t o f  ev id en ce .

I t is  im p o s s ib le  to  s e p a ra te  th e  th e ra p is t  f ro m  th e  th e ra p y  
a n d  to  c o n t r o l  e n t ir e ly  f o r  v a r ia tio n s  a m o n g  p a t ie n ts .  O u tc o m e  
m e a su re s  can  b e  q u a n t if ie d  b u t  o f te n  th e y  a re  b a se d  o n  su b je c ­
t iv e  e v a lu a tio n s . If, h o w e v e r , a  large n u m b e r  an d  v a r ie ty  o f  
e v a lu a tiv e  s tu d ie s  h av e  p r o d u c e d  th e  sa m e  g en e ra l f in d in g , i t  is 
f a ir  a n d  re a so n a b le  to  in fe r  t h a t  su c h  a f in d in g  is v a lid .

F o r tu n a te ly ,  th e re  h a v e  b e e n  li te ra lly  h u n d r e d s  o f  s tu d ie s  
o n  th e  e f fe c tiv e n e s s  o f  p s y c h o th e r a p y  a n d  a n u m b e r  o f  e x h a u s ­
t iv e  s c h o la r ly  rev ie w s o f  th e  l i t e r a tu r e .  P e rh a p s  th e  tw o  m o s t  
c o m p re h e n s iv e  l i t e r a tu r e  se a rc h e s  a re  th e  N IM H  sy n th e s is  a n d  
S m ith , G lass , a n d  M il le r ’s m e ta -an a ly s is .

T h e  N IM H  s y n th e s is  w as c o n d u c te d  b y  P a r lo f f  e t  al. fo r  
t h e  In s t i tu te  o f  M e d ic in e 5 as p a r t  o f  I O M ’s w o rk  f o r  th e  P re s i­
d e n t ’s C o m m is s io n  o n  M e n ta l H e a lth . T h e  O T A  r e p o r t  s u m s  
u p  P a r lo ff ’s f in d in g  as fo llo w s:

5. Parloff, M.B., et al., "Assessment of Psychosocial Treatment of Mental Health 

Disorders: Current Statusand Prospects," (Washington, D.C., Report to the National 

Academy of Sciences, Institute of Medicine, 1978).
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" P a r l o f f  e t a l . ’s  . . . g e n e r a l  f i n d i n g  . . . w a s  t h a t ' p a t i e n t s  
t r e a t e d  b y  p s y c h o s o c i a l  t h e r a p i e s  s h o w  s i g n i f i c a n t l y  m o r e  
i m p r o v e m e n t  i n  t h o u g h t ,  m o o d ,  p e r s o n a l i t y ,  a n d  b e h a v i o r  
t h a n  d o  c o m p a r a b l e  s a m p le s  o f  u n t r e a t e d  p a t i e n t s . ’ T h e s e  
r e v i e w e r s  f o u n d  t h a t  s p o n t a n e o u s  r e m i s s i o n  r a t e s  d e v e l ­
o p e d  f r o m  s e p a r a t e  s a m p l e s  p r o v i d e  e v i d e n c e  t h a t  p s y c h o ­
s o c i a l  t r e a t m e n t  s e e m s  t o  r e s u l t  i n  g r e a t e r  i m p r o v e m e n t  
t h a n  w o u l d  b e  e x p e c t e d  w i t h o u t  p s y c h o t h e r a p e u t i c  t r e a t ­
m e n t .  T h e i r  f i n d i n g  is  s u p p o r t e d  m o s t  c l e a r l y  f o r  d i s o r d e r s  
s u c h  a s  a n x i e t y  s t a t e s ,  f e a r s  a n d  p h o b i a s .
" T h e  c e n t r a l  a s p e c t  o f  P a r l o f f  e t  a l . ’s  . . . r e v i e w  w a s  a  
s u m m a r y ,  b y  e a c h  p s y c h o p a t h o l o g i c a l  c o n d i t i o n ,  o f  t h e  
a v a i l a b l e  t r e a t m e n t  r e s e a r c h  e v i d e n c e .  T o  a p p r e c i a t e  t h e  
c o m p l e x i t y  o f  t h i s  t a s k ,  c o n s i d e r  t h e i r  d i s c u s s i o n  o f  s e v e r e  
m e n t a l  d i s o r d e r s  s u c h  a s  s c h i z o p h r e n i a  . . . P a r l o f f . . . 
f o u n d  t h a t  i n d i v i d u a l  a n d  g r o u p  p s y c h o t h e r a p i e s  p r o v i d e  
a n  a m b i g u o u s  a m o u n t  o f  i m p r o v e m e n t  f o r  i n s t i t u t i o n a l ­
i z e d  p a t i e n t s ;  h o w e v e r ,  i n  c o n j u c t i o n  w i t h  d r u g  t h e r a p i e s  
a n d  o t h e r  p s y c h o l o g i c a l  t r e a t m e n t s ,  t h e y  a p p e a r  t o  h a v e  
i m p o r t a n t  e f f e c t s  . . . F o r  s u c h  h o s p i t a l i z e d  p o p u l a t i o n s  
. . . P a r l o f f  e t a l .  f o u n d  c o n s i d e r a b l e  e v i d e n c e  t h a t  a  s p e c i ­
f i c  t y p e  o f  t h e r a p y  ( b e h a v i o r - b a s e d )  i m p r o v e d  s o c i a l  
a d j u s t m e n t . . . T h e y  a l s o  f o u n d  t h a t  t h e  r e t u r n  o f  t h e  
s e v e r e l y  d i s t u r b e d  p a t i e n t s  t o  t h e i r  c o m m u n i t y  h a d  p o s i ­
t i v e  e f f e c t s  o n  t r e a t m e n t  o u t c o m e s ,  a l t h o u g h  t h i s  f i n d i n g  
w a s  l i m i t e d  t o  p a t i e n t s  w i t h  c e r t a i n  i n t e r a c t i o n  s k i l l s ,  a n d  
u n d e r  t h e  c o n d i t i o n  t h a t  t h e  p a t i e n t  r e t u r n s  t o  a  ' g o o d ’ 
f a m i l y  s i t u a t i o n . ” 6
S m i t h ,  G l a s s  a n d  M i l l e r ’ s  m a g i s t e r i a l  r e v i e w 7 c o v e r e d  4 7 5  

c o n t r o l l e d  s t u d i e s  o f  p s y c h o t h e r a p y .  A  c o n t r o l l e d  s t u d y  w a s  
d e f i n e d  a s  o n e  w h e r e  o n e  g r o u p  r e c e i v e d  p s y c h o t h e r a p y  a n d  
a n o t h e r  c o m p a r a b l e  g r o u p  d i d  n o t .  A  c o n t r o l l e d  s t u d y  w a s  
i n c l u d e d  f o r  r e v i e w  i f  i t  c o v e r e d  t r e a t m e n t s  t h a t :

• w e r e  p s y c h o l o g i c a l  o r  b e h a v i o r a l
• w e r e  c o n d u c t e d  b y  p r o f e s s i o n a l s
• w e r e  f o r  p a t i e n t s  i d e n t i f i e d  a s  h a v i n g  a  b e h a v i o r a l  o r  

e m o t i o n a l  p r o b l e m .
T h e  t e c h n i q u e  S m i t h ,  G l a s s ,  a n d  M i l l e r  u s e d  t o  r e v i e w  a n d

6 . O T A ,  p. 44.

7. Smith, M.L., and Glass, G.V., The Benefits o f Psychotherapy, (Baltimore: Johns
Hopkins University Press, 1980).
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a s s e s s  t h e  l i t e r a t u r e  is  c a l l e d  m e t a - a n a l y s i s  — a  q u a n t i t a t i v e  
p r o c e d u r e  f o r  i n t e g r a t i n g  a n d  s u m m a r i z i n g  r e s e a r c h  f i n d i n g s  
a c r o s s  s t u d i e s .  O n c e  t h o s e  s t u d i e s  t o  b e  r e v i e w e d  h a v e  b e e n  
s e l e c t e d  a n d  c l a s s i f i e d  a c c o r d i n g  t o  v a r i o u s  c r i t e r i a  f o r  m e t h o d ­
o l o g i c a l  r i g o r ,  t h e y  a r e  t h e n  c o d e d  o n  a  s e t  o f  v a r i a b l e s  t h o u g h t  
t o  b e  a s s o c i a t e d  w i t h  o u t c o m e s .  T h e s e  m e a s u r e s ,  e . g . ,  p a t i e n t  
c h a r a c t e r i s t i c s ,  t h e r a p i s t  e x p e r i e n c e ,  s t u d y  d e s i g n  q u a l i t y ,  
t r e a t m e n t  s e t t i n g ,  e t c . ,  a r e  t h e n  c o r r e l a t e d  w i t h  o u t c o m e s .

S m i t h  e t  a l .  d e v e l o p e d  a  s t a n d a r d i z e d  m e a s u r e  f o r  t h e  s iz e  
o f  t h e  e f f e c t  o f  p s y c h o t h e r a p y  f o r  e a c h  o f  t h e  4 7 5  s t u d i e s  
s e l e c t e d  f o r  r e v i e w .  B y  s t a n d a r d i z i n g  t h e  m e a s u r e  o f  e f f e c t ,  
S m i t h  e t  a l .  w e r e  a b l e  t o  c o m p a r e  r e s u l t s  a c r o s s  s t u d i e s .  T h e  
f i n d i n g s  o f  S m i t h ,  G l a s s  a n d  M i l l e r  o f f e r  i m p r e s s i v e  s c i e n t i f i c  
s u p p o r t  t h a t ,  u n l i k e  m a n y  m e d i c a l  t r e a t m e n t s ,  p s y c h o t h e r a p y  
d o e s  m a k e  p e o p l e  b e t t e r :

" S m i t h  e t a l . ’s  . . . p r i n c i p a l  f i n d i n g  w a s  t h a t ,  o n  t h e  a v e r ­
a g e ,  t h e  d i f f e r e n c e  b e t w e e n  a v e r a g e  s c o r e s  i n  g r o u p s  r e c e i v ­
i n g  p s y c h o t h e r a p y  a n d  u n t r e a t e d  c o n t r o l  g r o u p s  w a s  0 .8 5  
s t a n d a r d  d e v i a t i o n  u n i t s  ( i . e . ,  t h e  e f f e c t  s iz e  d i f f e r e n c e  w a s  
0 . 8 5 ) .  A c c o r d i n g  t o  S m i t h  e t  a l . , t h i s  a v e r a g e  e f f e c t  s iz e  c a n  
b e  t r a n s l a t e d  t o  i n d i c a t e  t h a t  t h e  a v e r a g e  p e r s o n  w h o  
r e c e i v e s  t h e r a p y  i s  b e t t e r  o f f  t h a n  8 0 %  o f  t h e  p e r s o n s  w h o  
d o  n o t .  T h e y  f o u n d  l i t t l e  e v i d e n c e  f o r  t h e  e x i s t e n c e  o f  
h a r m f u l  e f f e c t  o f  p s y c h o t h e r a p y  ( i . e . ,  v e r y  f e w  c a s e s  w h e r e  
t h e  m e a n  o f  t h e  c o n t r o l  g r o u p  w a s  h i g h e r  t h a n  t h e  t r e a t ­
m e n t  g r o u p ) .  S m i t h  e t  a l .  f o u n d  s o m e  s i g n i f i c a n t  d i f f e r ­
e n c e s  a c r o s s  t h e  t y p e s  o f  t h e r a p i e s  w h o s e  e f f e c t s  w e r e  
s t u d i e d  ( t h e  r a n g e  w a s  0 . 1 4  t o  2 .3 8 )  b u t  t h e s e  e f f e c t s  a r e  
c o n f o u n d e d  b y  v a r i a b l e s  s u c h  a s  p a t i e n t  a n d  t h e r a p i s t  
c h a r a c t e r i s t i c s  w h i c h  w e r e  d i s t r i b u t e d  u n e q u a l l y  a m o n g  
t h e  t h e r a p i e s .  F i n a l l y ,  t h e i r  m e t h o d o l o g i c a l  c a t e g o r ie s  
p r o v e d  n o t  t o  c o r r e l a t e  w i t h  e f f e c t  s iz e s ;  t h u s ,  f o r  e x a m p l e ,  
t h e  b e t t e r  d e s i g n e d  s t u d i e s  d i d  n o t  y i e l d  l e s s  p o s i t i v e  
f i n d i n g s . ” 8

W h e n  i s  m e n t a l  h e a l t h  c a r e  e f f e c t i v e ?  
A c c o r d i n g  t o  a t  l e a s t  f o u r  i n d e p e n d e n t  l i t e r a t u r e  r e v i e w s ,  

a l l  t h e  m e n t a l  h e a l t h  s e r v i c e s  t e s t e d  p r o v e d  e f f e c t i v e  f o r  t h e  
f o l l o w i n g  k i n d s  o f  d i s o r d e r s :  " a m b u l a t o r y  n o n p s y c h o t i c  d e -

8 . O T A ,  p. 46.
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M o n t a n a  C o u n c i l  o f  R e g i o n a l  

M e n t a l  H e a l t h  B o a r d s ,  I n c .

2 / 2 1 / 8 6

Nancy P e a s e
House  R e s e a r c h  Agency
P. O.  Box Y
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0

De a r  Nancy:

In 1983 t h e  Mo n t a n a  l e g i s l a t u r e  p a s s e d  a  law r e q u i r i n g  g r o u p  
i n s u r a n c e  b e n e f i t s  f o r  m e n t a l  h e a l t h  t r e a t m e n t .  The e n c l o s e d  
m a t e r i a l s  we r e  p r e s e n t e d  t o  t h e  l e g i s l a t i v e  c o m m i t t e e s  and u s e d  
as  J u s t i f i c a t i o n  . f o r  p a s s a g e  o f  t h e  l a w  m a n d a t i n g  i n s u r a n c e  
b e n e  f i t s  f o r  t h e  t r e a t m e n t  o f  m e n t a l  i l l n e s s .

T e s t i m o n y  a l s o  i n d i c a t e d  t h a t  t o o  o f t e n  p e o p l e  we r e  b e i n g  
i n a p p r o p r i a t e l y  h o s p i t a l i z e d  f o r  p s y c h o l o g i c a l  s e r v i c e s  s i n c e  
h e a l t h  i n s u r a n c e  p l a n s  pay  f o r  h o s p i t a l  b e n e f i t s  b u t  n o t  f o r  
o u t p a t i e n t  m e n t a l  h e a l t h  t r e a t m e n t .  O b v i o u s l y  t h e  i n c e n t i v e  was 
t o p l a c e  p e o p l e  i n  an e x p e n s i v e  h o s p i t a l  b e c a u s e  t h e  c o s t s  we r e  
p a i d  by t h e  h e a l t h  i n s u r a n c e  c ompany .  L e s s  e x p e n s i v e  o u t p a t i e n t  
s e r v i c e s  we r e  n o t  a p a i d  b e n e f i t  so a c l i e n t ' s  d o c t o r  wou l d  o r d e r  
h o s p i t a l i z a t i o n .

A f t e r  o u r  phone  c o n v e r s a t i o n ,  I c h e c k e d  t h e  t r e n d  in 
i n p a t i e n t  h o s p i t a l  a d m i s s i o n s  a s  r e p o r t e d  t o  our  m e n t a l  h e a l t h  
a u t h o r i t y ,  t h e  D e p a r t m e n t  o f  I n s t i t u t i o n s .  The i n f o r m a t i o n  was 
g a t h e r e d  f rom r e p o r t s  by t h e  Communi t y M e n t a l  H e a l t h  C e n t e r s .  In 
f i s c a l  y e a r  (FY) 83 t h e r e  we r e  6358 m e n t a l  h e a l t h  i n p a t i e n t  
h o s p i t a l i z a t i o n  u n i t s  r e p o r t e d .  I n  FY 84 t h e r e  we r e  5999 
i n p a t i e n t  u n i t s .  In FY 85 t h e r e  we r e  5518 i n p a t i e n t  u n i t s .  As 
r e p o r t e d  by t h e  Communi t y  Me n t a l  H e a l t h  C e n t e r s  t h e  downwar d  
t r e n d  i n  i n p a t i e n t  h c s p i t a l i z a t i o n  s i n c e  t h e  p a s s a g e  o f  t h e  l aw 
i n  1983 i s  c l e a r .
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As you m i g h t  g u e s s  t h e  h e a l t h  i n s u r a n c e  i n d u s t r y  i s  
p h i l o s o p h i c a l l y  oppo sed  to  any manda ted  b e n e f i t s .  However ,  i n *  
p r i v a t e  c o n v e r s a t i o n s  w i t h  i
i n d i c a t e d  • t h a t - m e n t a l '  h e a l t h  b e n e f i t s '  a r e  a l ow c o s t  i v g y p  They 
a l s o  we r e  p a y i n g  f o r  i t  anyway  t h r o u g h  i n c r e a s e d  u t i l i z a t i o n  o f  
h o s p i t a l i z a t i o n  and o t h e r  p h y s i c a l  i l l n e s s  b e n e f i t s .

I hope  t h i s  i n f o r m a t i o n  i s  o f  u s e  t o  you and t h e  member s  o f  
t he  House  c o m m i t t e e .  I f  I c an  be o f  f u r t h e r  a s s i s t a n c e  p l e a s e  
f e e l  f r e e  to c a l l  on me. .

B e s t  r e g a r d s ,
w 3-

S t e v e  Wa l d ron  
E x e c u t i v e  D i r e c t o r
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February 24, 1986

MEMORANDUM

TO: Representative Mike Davis

ATTN: Marilyn Heiman

FROM: Nancy Pease
Legislative Analyst

RE: Mental Health Insurance for State Employees
Research Request 86-111

At your request, we have attempted to assess the .'cost of mandated 
mental health insurance for state employees in other states.

We have surveyed nine of the fourteen states which currently provide 
mandated mental health coverage ^for theliLiemployees.1 In general, 
spokespersons for the states were unable to estimate the cost of premiums 
for employee mental health covera~gFi In some instances, mental health 
was added simultaneously with other changes to the states' health care 
policies, so the rise in premiums attributable to mental health could 
not be determined. In other instances, existing mental health coverage 
was simply modified to meet state mandates for minimum coverage, and 
there was no change in health insurance premiums. Finally, a number of 
states instituted mental health coverage more than ten years ago, and 
the personnel benefits offices are unable to provide statistics on 
changes in premiums from that time.

While the states surveyed provided scant information on mental health 
premiums, they were generally able to provide information on mental 
health care claims and to comment upon the adequacy of coverage. The 
amount of mental health claims may not be strictly comparable among 
states; some states allow a major medical plan to cover mental patients' 
costs after the mental health benefits are exhausted.

1-Nine states responded: Massachusetts (mental health insurance mandated 
in 1973); Colorado (1975); Minnesota (1975); North Dakota (1975); Wis­
consin (1975); Ohio (1982); Maine (1983); Montana (1983); and Oregon 
(1983).
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Several states have adjusted the limits of coverage in recent years by: 
reimbursing only for treatment by licensed M.D.s; limiting coverage for 
alcohol abuse; or applying an annual or lifetime limit on benefits. At 
least one state, North Dakota, has recently expanded mental health 
benefits.

Costs of Mental Health Insurance in Other States

Massachusetts. Massachusetts was also unable to distinguish the cost 
of mental health premiums from general health premiums. The state pays 
90 percent of the employee health premium and 80 percent of employee 
claims.2 Spokespersons with Massachusetts's group insurance commission 
had no statistics on the amount of mental health claims or the adequacy 
of the $1,500 per year limit on claims.

Colorado. The State of Colorado pays all health insurance premiums for 
its employees and was unable to distinguish the cost of mental health 
premiums from general health premiums. Colorado's health policy covers 
50 percent of its employees' mental health care costs.

Mental health claim payments accounted for 7 percent of all health 
claims paid by the State of Colorado from August 1984 to July 1985— an 
average of $172 per state employee.3 Mental health claims were paid 
for the following types of care:

In-patient care $ 806,230
Out-patient hospital care 17,769
Other out-patient care 762,492

Total mental health care benefits
paid by state (Colorado) $ 1,586,491 FY 1984

According to Ruth Stambaugh of Colorado's Health Insurance Group, there 
were few claims for mental health coverage beyond the 45 days per year 
inpatient or the $2,000 per year outpatient benefit.

2a Massachusetts employee can opt to purchase additional coverage, 
resulting in up to 96 percent reimbursement of health claims.

3Menta1 health benefits were available to 10,781 state employees, in 
addition to dependents and retirees not covered through medicare.
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Minnesota. In Minnesota, the state pays 100 percent of employee health 
care premiums and at least 90 percent of family coverage premiums.

In Fiscal Year 1985, the State of Minnesota paid 52 percent of its
employees' mental health care claims--an average of $110 per employee. 
At a cost of $5.3 million, the state's mental health care payments 
accounted for seven percent of the state's total health care costs.

Minnesota has recently reduced its outpatient benefit to 80 percent of 
the first $750 in outpatient care per year. According to Cornell Ander­
son, Minnesota's Employee Benefits Manager, the previous outpatient 
benefit of was too costly to the state.4 Employees have filed numerous 
claims in excess of the current outpatient benefit, which is the state's 
minimum benefit; legislation has been introduced to raise .this outpa­
tient minimum.

North Dakota. North Dakota pays its employees' health premiums in full. 
A spokesperson for the public retirement system stated that mental
health health coverage was expanded as of July 1, 1985. Previously, out­
patient benefits were limited to $1,000 per year for .care provided by a 
physician; outpatient benefits now provide for 60 percent copayment of 
the second $1,000 of claims and will reimburse for care provided by any 
licensed counselor. The costs to the state of the expanded coverage 
are not yet available.

Wisconsin. In Wisconsin, mental health coverage has been provided under 
the state's comprehensive health policy for over 10 years.. Personnel 
in the benefits office were unable to prorate what portion of the
premium covers mental health care. The state pays 100 percent of its 
employees' health premiums.5

Wisconsin offers employees their choice of ten health maintenance op­
tions through different health providers and has no state files on the 
total of mental health claims for state employees. Mental health

Minnesota's previous outpatient mental health benefits provided for 
major medical coverage beyond the first $750 of claims. Under major 
medical coverage, 80 percent of a mental health patient's care was 
paid by the state until the patient had paid $1,000 out of pocket; 
whereupon, the state paid 100 percent of additional care costs.

^Wisconsin state employees' health premiums, which include mental 
health coverage, average $65 to $75 for single employees and $170 to 
$185 for employees and their families).
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covers 30 days or $6,300 of inpatient care and 20 visits or $900 of 
outpatient care per year. Major medical coverage takes over after 
these limits are reached.

Ohio. The State of Ohio has long carried mental health insurance for 
its employees; thus, the state's health premiums did not increase with 
the passage of Ohio's law (effective in 1982) that all employers carry 
mental health insurance. The state pays 73 percent of health insurance 
premiums, which amounts to approximately 5200 per month for a family of 
four.

Ohio's policy pays for 80 percent of outpatient costs and full costs 
for short-term, acute inpatient coverage of up to 31 days. Only the 
care of an M.D. is reimbursable and claims are limited to .$15,000 per 
person per year. These limits are stricter than limits Ohio has had in 
the past; until 1973, Ohio would reimburse mental treatment provided 
by any licensed counselor and did not have a lifetime benefit limit. 
In 1979, Ohio decreased mental health and substance abuse coverage. 
Currently, state employees are reimbursed for 50 percent of usual 
customer/reasonable fee charges, up to a maximum of $500.

Maine. Maine has estimated that the cost of its newly enacted mental 
health and substance abuse coverage will increase the state's health 
insurance costs by 6 percent. The new mental health coverage will pay 
for claims for usual customers and reasonable fees for up to 60 days 
per year of inpatient care and 40 outpatient visits per year. Maine 
previously provided 50 percent copayment for mental health care under 
its major medical carrier. The new coverage took effect on May 1, 
1985; annual costs to the state are not yet known.

Montana. According to Steve Waldron of the Montana State Mental Health 
Association, Montana did not experience an increase 1n premiums when 
mental health insurance was added to general health insurance in 1983. 
Mr. Waldron attributed the lack of increase to limits placed on coverage 
for alcohol abuse.

Blue Shield of Montana has not yet provided us information on the rate 
and cost of mental health claims. Concerning the "erms of the coverage, 
Montana's policy currently reimburses most mental treatment prescribed 
by physicians, including prescriptions for treatment from unlicensed 
counselors. According to Mr. Waldron, a physician's prescription may 
encourage a patient to purchase mental treatment less discriminately 
than if the physician merely provides a referral. Thus, the practice 
of paying for most prescribed treatment may result in greater mental 
health claims.



Re p re s e n t a t i ve  Davis

February 24, 1986

Page 5

I have attached a copy of a report received from Mr. Waldron entitled
"Equal Insurance Coverage for Mental Illness", as well as a fact sheet
concerning the same topic. According to Steve Waldron of the Montana 
State Mental Health Association, this report references 11 studies to 
document that the cost of mental health coverage is slight and that 
mental health care diminishes claims for physical health care, 
forward a copy of the report upon receipt.6

Oregon. When Oregon enacted a mandatory minimum for mental health
coverage in 1983, the state simply revised the terms of the mental
health policy which it had carried since 1973. There was no increase 
in the premiums.

In Fiscal Year 1984, Oregon employees received an average< of S27 per
employee in inpatient mental health claims.7 Outpatient mental care is
limited to 52,000 in a 24-month period.

* * *

I hope this information is useful. Please let u s : know if you have
further questions.

NP

Attachment

6The Montana Mental Health Association or the editor of the report may 
be contacted directly at the following numbers:

Montana State Mental Health Association (406) 442-7808 
Mr. Steve Waldron
Mr. Harold Gerke (406) 245-5397
Chairman, Montana Council of Regional Mental Health Boards 
1201 Clark Street 
Billings, Montana 59102

7This average is calculated on information from the Oregon State 3enefit 
Board which handles insurmce to for approximately one half of Oregon's 
State workforce. Benefits for bargaining unit employees are handled by 
a seperate insurance board and may be different.





The Surgeon General has called mental Illness the number one health problem 

In America. Mental Illness now costs America at least 140.3 billion per year 

and accounts for more days of hospital care than any other 11 Inoss (Corrigan and 

Koyanagl, 1902 and tne National Council of Community Mental Health Centers, 

1982).

The National Council of Community Mental Health Centers (1982), has stated 

that:

approximately 15? of the population need some type of mental 

health services

approximately 25? of the population suffers from mild to

moderate depression, anxiety, and other Indicators of emo­

tional disorders

approximately 10 million Americans have alcohol-related 

prob lems

approximately one half of all dlseuses have stress-related

orlg Ins

Today, communIty-based care has replaced hospitalization as the primary

treotment for mental. Illness. Almost three-quarters of the treatment for men­

tally III people Is provided on an outpatient basis or through partial

hospital Izatlon.

Nationwide, public funding saurcos provide 51? of the funds for mental 

health services, compared to only 42? of the funds (or general health care. 

Insurance coverage accounts for only 15? of the total expenditure for mental 

Illness, compared with 25? of expenditures for general health (Corrigan 4 

Koyanagl, 1982).

At this time, approximately 63? of the civilian population has hospital

coverege for mental Il lness; 54? have In-hospital provider coverage but only 37? 

have any outpatient coverage. Furthermore, this outpatient coverage Is severely 

limited by higher co-payment requirements, more restrictions and lower limits 

than are placed on physical Illness (Corrigan and Koyanagl, 1902).

Most health Insurance po'lcles provide Inadequate coverage for mental 

Illness. These policies limit mental health Inpatient services to some extent, 

most have no more than minima! outpatient services, and few. If any, cover par­

tial hospitalization (Corrigan and Koyanagl, 1982).

The effect of this Inadequate coverege Is two-fold. First, It acts as a 

powerful disincentive to seek treatment In less costly and often more effective, 

out-patient and partial hospitalization settings. Most policies cover only 

Inpatient hospital Izatlon which Is more costly and more restrictive than Is 

sometimes necessary. Second, the Inadequate coverage destroys the basic prin­

ciple of Insurance: risk shoring. Higher co-payments and limits on benefits

result In the mentally III, and In some casos, the t«payers, bearing a far 

greater burden of the costs of treatment for mental Illness than for other 

Illnesses (Corrigan and Koyanagl, 1982).

- I -
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Recognizing the Importance of adequate coverage for mental-.and emotional 

problems, ten state legislatures have passed laws that enstre equal benefits 

for the .treatment of mental Illness. These state legislatures have also 

recognized that legislation which guarantees equal coverjge results [n many 

other benefits.

For example, responsible legislation that guarantees coverege for mental 

health services will cut down on unnecessary, and costly hospitalization. Many 

patients are forced to seek hospitalization because outpatient or partial hospi­

talization services are not paid for covered by their Insirance. When mental 

health benefits are available, medical utilization Is often reduced.

.ir*. * .. . * ...
Blue Cross of Western Pennsylvania Instituted psychiatric benefits and found 

a significant reduction In the use of medical-surgical services. In fact, the 

monthly cost per patient was reduced by 50?. The University of Washington Health 

Services Center reports that Individuals receiving mental health services have 

reduced their use of outpatient medical services by 41? and the Group Health 

Association of Washington, O.C. reports that patients with dental health 

coverage have reduced their medlcal-surgleal utilization rate by 30.7? (National 

Council of Community Mental Health Centers, 1982).

Jones and Vlschl reviewed 13 studies and found decreased utilization of 

medical services occurred In 12 of tho 13’. Reductions ranged from 5?. to 85? 

with a median reduction of 20?. Furthermore, Jones and Vlschf hypothesized that 

the reduction In medical care utilization would continue to be reduced as the 

time after psychotherapy Increased.

Jones and Vlschl found only one study In which msdlcal utilization was 

not reduced. This study Involved a neighborhood health clinic In a nodical ly 

underserved Mexlcan-Amerlccn community. The natural expectation In such a 

situation Is thnt utilization of all services would Increase In response to pre­

viously unmet needs (Jones and Vlschl, 1979).

The Kaiser Permanente study found a 62? reduction In outpotlent medical visits 

and a 68? reduction In hospital days by the fifth year after psychotherapy. In 

a West German study, an 85? reduction In average hospital days par year occurred 

for a five year period after mental health treatment. The West German study 

concluded that the large decline In hospital utilization was caused by the 

psychotherapy provided because as many as 80? of the neurotic, psychosomatic and 

other symptoms reported had been of at least two years duration (Jones and 

Vlschl, 1979)

The strong Interrelationship between physical and mental Illness Is becoming 

Increasingly apparent. There are many studies on the subject, "but the common 

belief among physicians Is that well over half of the patients who cone to them 

have symptoms that are due wholly or In part to mantal or emotional factors" 

(Relbel and McMillan, 1977). Northern Call forn I a Kaiser Permanente found "68? 

of Its doctor visits are for complaints for which no organic basis can be found" 

(Personnel Journal, 1981).

- 2 -
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Mental haolth care has not only reduced radical utilization and costs, It 

has had significant benefits for business and Industry. Kennecott Copper Insti­

tuted an Employee Assistance Program which resulted In a six to one benefit to 

cost ratio. Kennecott Copper experienced a 52J Improvement n attendance,' a 

74.6J decrease In weekly Indemnity costs and a 55.4J'decrease In “medical sirgl- 

caJ costs’. The Equitable Life Assurrance Society Inlated an employee emotional 

health program and Increased productivity by S3.00 for every SI.00 spent on the 

program. The Kimberly-Clark Corporation began an Employee Assistance Program, 

and reduced on-the-job accidents by 70S In one year (Corrigan and Koyanrgl, 

1982).

Bertran S. Brown reports that 80-90S of all Industrial accidents are related 

to personal problems; 15-30*. of the work force are seriously handicapped by emo­

tional problems; and 65-80* of people fired by Industry are terminated because 

of pe'sonal problems (Brown, 1973).

Barrie, found support for erown's report when he conducted a three year 

study of absenteeism at Welrton Steel Company. Barrie's study demonstrated that 

psychiatric Illness was the principal reason for the absence of 61* of those 

examined (Barrie, 1980).

Since 1975, there has been a significant growth In enployee wellness 

programs among major Industrial employers. However, anong smaller ccmpanles, 

little evidence of Investment In wel Iness programs has bean.shown (Goldbeck and 

Kelfhaber, 1981).

Insurance companies may oppose guaranteed equal Insirance coverage for men­

tal and nervous conditions on the premise that Insurors will hove to charge high 

premiums; however, this Is not necessarily the case. Two Instrance carriers who 

underwrite health benefits. Crown Life and Massachusetts Wjtual, Incorporated a 

pre-pald mental health plan Into their total benefits package at no additional 

cost to the policy holders.

One'carrier Included the plan In a multi-
r I

employer trust. Dirlng the first year,

(1975) their paid loss ratio dropped from 

92* to 67*. Despite Inflation In health 

care costs, there was no rate charge under 

this policy until the fourth year after the 

change. It Is Interesting that the rate 

Increase, which took effect In late 1978, 

followed a period In which publicity, 

employee meetings and distribution of educa­

tional materials on the mental health plan 

were discontinued. Experience with other 

groups also shows that an ongoing educa­

tional effort Is essential to the success of 

this plan (PERSONNEL JOURNAL, 1981).
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only a small proportion of the Insured population uses out­

patient nwntal health benefits;

the number of visits Is generally low, particularly when

controlled by a combination of co-payments, daduetlbles or

visit limits;

expenditures for mental health services are not a dispropor­

tionate part of health benefit packages (Corrigan and

Koyanegl, 1982).

Van Korff and Krnmer(l979), examined utilization data from 12 large Insirance 

plans that provided coverage for outpatient mental health services. In the 

group that had the highest percentage of claims for outpatient Veetment, only 

2.2* of the people made claims. The highest average number of visits was 18.8, 

In a plan that had no upper limit on the number of outpatient sessions. The 

weighted average for all 12 plans was 9.5 visits per 100 covered membbrs. With

this rate of utilization, and uslrg a cost of $45 per visit, each covered member

would pay $4.26 per year, or 8 cents per week to cover the fu11 cost of 

treatment. With 80* co-insurance, each covered member would pay $3.40 per year 

or 6-5 cents per week (Van Korff and Kramer, 1979).

Several studies of the Federal Employees Health Benefits Progran (FEH3P) 

high option plan have been conducted. The plan covers 365 days of Inpatient

mental health care and reimburses 80* of the costs of out-patient treatment 

after a $100 deductible.

During the period from 1966 to 1973, when all medical costs were Increasing 

rapidly, Blue Cross/Blue Shield experienced an annual Increase of 25* In the

cost of claims for treating mental disorders rnder the FEtBP high cptlon. 

Because the FEtBP In Washington, D.C. cemblnes comprehensive benefits, a popu­

lation with abundant providers and an Insured population that Is willing to use 

mental health services, some of Its experience probably describes the upper 

I Imlt of mental health utilization (Corrigan and Koyanegl, 1982).

For example, Towery, Sharfstein and Goldberg (I960) examined the FEtBP 

for the six month period from January ho June, 1977 and found that:

two percent of the population used supplemental benefits for 

outpatient mental health services;

those who used outpatient services made an avenge of 32.7 

visits during the year;

fifty percent of people using outpatient services hod 20

visits or less; 63 percent had 30 visits or less and only six 

percent had more than 100 visits.

for 506,451 outpatient contacts, the cost was about $26.50 

per Insired p»rson and the average cost for an cutpatlent 

visit was $39. 72 (Towery, Sharf stein and Golaberg, I960). 
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The e x p e r ie n c e  o f many m a jo r In su r a n c e  p la n s  s u g g e s t s  t h a t :



An earlier study of FEW3P showed that inental health care was a smal I part of 

total health care costs. In 1974 there were only 5 Inpatient admissions for 

mental disorders per 1000 covered people and the cost of Inpatient care for men­

tal Illness was S75 per day compared with $108 per day. While the sverjge 

length of stay for people with mental disorders was 17 days, compared with 7.3 

days for all other disorders, the cost of Inpatient mental health care was only 

$6.50 annually per person covered under the FEH3P Blue Cross/Blue Shield plan 

(Corrigan and Koyanegl, 1982).

In "For Ayes Only," Corrigan and Koyanegl (1982) state:

The potential for cost savings by 

averting Inpatient psychiatric care was 

the major Impetus behind the "Effective 

Care '81" program Initiated by Blue Cross 

and Blue Shield of Minnesota. In 1980,

Inpatient psychiatric charges averaged

$2,800, while the outpatient average was •

$90 - a 30 to I differential. For all 

claims related to mental and emotional 

disorders, 75$ were for Inpatient 

treatment. The Effective Care '81 

program was designed to reduce total 

Inpatient days 10$ by diverting 

appropriate cases to outpatient 

treatment. James 0. Regnelr, President 

of 8lue Cross and 8lue Shield of 

Minnesota, noted that 'besides the 

quality and cost considerations, cut- 

patient care often Is much less disrup­

tive to the person's family. Job and 

normal routine' (Corrigan and Koyonegl,

1982).
J
I

Partial hofpltallzatlon Is also less expensive and of ton more ef feet Ive al ter- 

natlve to Inpatient psychiatric hospitalization. The cost of a day of partial 

hospital Izatlon Is usually one half to one third the cost of a day of Inpatient 

care.

Greene and De La Cruz (1981), compared partial hospitalization with Inpa­

tient treatment In a review of eleven research studies. They concluded that, 

overall, partial hospitalization Is unequivocally more cost-effIclent than Inpa­

tient treatment and that partial hospitalization, or day treatment, Is superior 

to Inpatient treatment In effecting client social adjustment. The two treatment 

modes ere comparable In alleviating psychopatho log leal symptoms and day treat­

ment Is at least comparable to Inpatient care In preventing subsequent relapses. 

Furthermore, day treatment reduces family stress as compared to Inpatient care 

(Greene and De La Cruz, 1981).
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If projected savings based on cost offsets and different treatment modes are 

so significant, legislators may ask why Insurers and employers need to be req­

uired to provide mantal health coveraje equal to coverege for physical health. 

A major obstocle remains - - Insirance companies do not routinely collect7and 

analyze their date In a way that allows them to assess cost offsets. The stu­

dies which have been cited have been specifically designed to examine the Impact 

of mental health benefits.

It has been demonstrated that equal Insurance coversge for mental and 

nervous conditions should result In reduced medical utilization and lower over­

all health costs. In addition employers should benefit by having a healthier, 

happier work force that will have fewer accidents, better attendance and will 

produce rore.

Mentally III people will benefit from such legislation because they will be 

able to choose appropriate treatment that may bo delivered In time to prevent 

problems frcm becoming so severe that hospital Izatlon Is necessary. Montana 

taxpayers should also benefit from mantal health coverege that Is equal to 

physical health coveraje. The private sector will be required to share the 

costs of providing mental health care, freeing limited state dollars to fund 

services for the chronically mentally III.

2 7 - 4 4A
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□ 2600 DENALI ST. SUITE 401 ANCHORAGE, ALASKA 99503 PHONE (907) 277-7504

/
Public Employees Reluemeni System 
Te.icners Retirement System 
Jud cial Retirement System 
Elected Public Officers Retirement System 
National Guard Retirement System 

Territorial Rotircmenl System 
Retiree. Voluntary OentalVisionAudio Plan 

Supplemental Benefits System 
Group HealthJLile Insurance Benefits 
Delorred Compensation Plan 

Public Employers Social Security Contributions

April 27, 1987

STEVE COW PER, GOVERNOR

Ms. Roxanne Stewart 
Senator Duncan's Office 
P.O. Box V 
Juneau, AK 99811

Dear Roxanne:

I am writing in response to your request for a fiscal note for the work 
draft of the proposed CSSB 67 that you provided me last Friday. While 
there has not been sufficient time to prepare a formal fiscal note, 
following is the Division of Retirement and Benefits' estimate of the 
fiscal impact on the state's health plans.

Should this higher level of coverage described in the bill be 
incorporated, FY 89 costs to the state are estimates to increase by at 
least $1,009,426. This figure does not include any estimate for medical 
cost inflation through July 1, 1988.

This cost is calculated as follows:

The increase of $3.30 per month for health 
cost times the number of covered state 
employees (12,100) times 12 months equals:

The change in the PERS employer contribution 
rate (.17%) times the estimated FY 89 state 
PERS salaries ($419,656,104) equals

The change in the TRS employer contribution 
rate (.06) times the estimated FY89 state 
TRS salaries ($2,576,265) equals

The change in the TRS State Match contribution 
rate (.06) times the estimated FY 89 TRS system 
salaries ($374,226,795) equals 224,536

The Department of Administration has been opposed to legislation that has 
mandated benefits in the health coverage. The level of coverage is

$ 39,930 

713,415 

31,545

Note: P le a se  Include Your Social Security Number In All Correspondence 4  R equests Concerning Your Benefits. ,,

W 2



Ms. Roxanne Stewart - 2 - April 27, 1987

subject to collective bargaining and adjust itself to the interests and 
needs of the parties. This level of coverage would serve to increase 
health costs at a time when they are already increasing due to heavy usage 

of the plan.

Sincerely,

Deputy Director

MBC/cam/6



Official Business

Alaska State Legislature
S e n a t e

F i n a n c e  C o m m i t t e e Pouch V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M A p r i l  6 , 1987

T O : S e n a to r J im  D uncan

FR O M : S e n a to r Jo h n e  B in k le y ,  C o -C h a irm an ^ ^
S e n a to r Don B e n n e t t , C o - C h a irm a n '

R E :  Subcom m ittee  A ss ig n m e n t -  Sen a te  B i l l  67

We a re  a s s ig n in g  Sen a te  B i l l  6 7 , "A n  A c t  re la t in g  to in su ra n c e  co ve rag e  
fo r  the  tre a tm e n t o f a m enta l o r  n e rv o u s  c o n d it io n ,"  to yo u  fo r  subcom ­
m ittee  w o rk . T h is  b i l l  w as re c e iv e d  in  F in a n c e  on M arch  31. We w ou ld  
l ik e  to s ch e d u le  th e  b il l  b e fo re  th e  F in a n ce  Com m ittee as soon as 
p o s s ib le  so y o u r  e x p e d it io u s  c o n s id e ra t io n  w il l be a p p re c ia te d .

A s  noted in  o u r  p re v io u s  mem orandum on subcom m ittee  a s s ig n m e n ts , we 
re q u e s t  th a t  you  n o t ify  th e  sp o n so r  th a t  th e  b il l  is  in y o u r  subcom ­
m itte e . You may re q u e s t  o th e r  m em bers o f th e  F in a n ce  Com m ittee to
p a r t ic ip a te  in  y o u r  c o n s id e ra t io n  o f th e  b i l l .  P le a se  n o t ify  a ll F in a n ce  
Com m ittee m em bers o f a n y  p u b lic  h e a r in g s  you  may sch e d u le  so  th e y  
can  p a r t ic ip a te  i f  th e y  w is h .

When yo u  a re  re a d y  to re p o r t  th e  b il l  b a ck  to com m ittee , p lease  n o t ify  
S e n a to r B in k le y 's  o ff ic e  so  th a t  i t  can  be sch e d u le d  fo r  h e a r in g  b e fo re  
th e  fu l l com m ittee .

c c :  S e n a to r Ja n  F a ik s
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POSITION PAPER

Senate Bill 67

"An Act relating to insurance coverage for the treatment of a 
mental or nervous condition."

The purpose of this bill is to expand health insurance coverage in 
the state to include an option that provides 45 days a year of 
in-patient treatment for each covered individual and a total of 50 hours 
per year of out-patient treatment or office visits for each covered 
individual. This coverage would provide treatment for any disorder 
identified in the Diagnostic and Statical Manual-Version 3 (DSM III) or 
the ICD-9-CM classification of disorders.

This proposed legislation would provide treatment services in 
either an in-patient or out-patient setting, or through office visits.

In-patient treatment is defined to include "continuous treatment 
during a 24-hour period" in 1) a psychiatric unit of an in-state or 
out-of-state licensed general hospital, 2) an in-state or out-of-state 
licensed psychiatric hospital, or 3) an in-state or out-of-state 
hospital that is specifically exempted from licensure.

Out-patient treatment is defined to include treatment through 
1) the out-patient department of the various types of hospitals listed 
above,. 2) the state's system of community mental health centers,
3 ) a state licensed and certified or certified-eligible psychiatrist,
4 ) a physician employed by the federal government in this state who is a 
certified or certified-eligible psychiatrist, or 5) a state licensed 
psychologist or psychological associate. Out-patient treatment services 
could also be provided by persons who have masters or doctorate degrees 
in psychology, nursing or social work, so long as those persons are 
supervised by licensed and certified or certified-eligible psychia­
trists, physicians, or psychologists and employed by the same health 
care facility as their supervisors.

The Department's concern with this legislation lies solely with our 
belief that at least half of the community mental health centers in the 
state will not be eligible to receive these third party (i.e., insur­
ance) payments because the centers are not headed up or supervised by 
the required level of professional staff. Many of the rural community 
mental health centers across Alaska are headed by individuals with 
masters degrees in social work and are not directly supervised by either 
a licensed and certified or certified-eligible physician, psychiatrist, 
or licensed psychologist; consequently, the treatment services provided 
by employees of these centers could not be billed to the insurance 
carrier.

These centers provide effective treatment programs and we believe 
their lack of ability to entice physicians and psychologists to their 
communities should not be a deterrent to the receipt of third party 
payments for the quality care they provide.
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The Department of Health and Social Services endorses the concept 
of reimbursing the providers of mental health services for the provision 
of services which are within the scope of their practice and supervision 
and when properly licensed by the state. Mental Health care is an 
integral part of the general health care system and, as such, should be 
reimbursable under insurance coverage. However, we would encourage an 
amendment that would allow reimbursable insurance coverage be available 
to all persons who utilize'the services of Alaska's 27 community mental 
health centers. We understand that such an amendment is currently under 
consideration and we wholeheartedly endorse such a change to this 
progressive legislation.

P o s i ti o n  P a p e r

S B 6 7 - P a g e  2

Recommended by:

Date:

Approved by:

lenry, Director 
Division of Mental Health and 

Developmental Disabilities

i ̂  n n

A t . * 7
Myra M/yMunson, Commissioner

Date:
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FURTHER: FINANCE
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IN ACCORDANCE WITH AS 24.08.035 
(see below)

i - 189/87 DATE TURNED INTO OFFICE 3 k ) / 8 7
Mr. President: '

HESS Committee considered SB 67

F I R S T  COMM ITTEE OF REFERRAL

«^±afeirtgâ --insurance coverage for the treatment of a mental 
or nervous condition.

and recommended:

)(] replace with CS 67 ( t f f e s ) _____________  M same title
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[ ] Com mittee Backup A t t a c h e d
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Original sponsors: Faiks and Kerttula

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE B IL L  NO. 67 ( F i n a n c e )

IN  THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE -  F IRST  ^  tisION 

A B IL L
F o r  an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  f o r  t h e  t r e a t ­

ment o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n . "
BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 .  AS 2 1 . 4 2  i s  amended by  a dd in g  a new s e c t i o n  t o  r e a d :
S ec .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS 

CONDITION. ( a )  An i n s u r e r  a u t h o r i z e d  u n d e r  AS 2 1 . 0 9  t o  o f f e r ,  i s s u e  
f o r  d e l i v e r y ,  d e l i v e r ,  o r  renew  a g r ou p  d i s a b i l i t y  i n s u r a n c e  p o l i c y  
f o r  m a j o r  m e d i c a l  c o v e r a g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  th e  s t a t e ,  
o r  a h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 2 1 . 8 7  
t o  o f f e r  o r  renew  a g roup  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n  t h e  
s t a t e ,  must p r o v i d e  th e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  c o v e r a g e  
f o r  t r e a tm e n t  o f  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  o f  t h e  i n j u r e d ,  s u b ­
s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  by t h e  p o l i c y  o r  c o n t r a c t :

( 1 )  45 days  a y e a r  o f  i n p a t i e n t  t r e a tm e n t  f o r  e a ch  c o v e r e d
i n d i v i d u a l ;

( 2 )  a t o t a l  o f  50 h o u r s  o f  o u t p a t i e n t  t r e a tm e n t  o r  o f f i c e  
v i s i t s  a y e a r  f o r  each  c o v e r e d  i n d i v i d u a l .

( b )  The i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  p r o v i d i n g  c o v e r a g e  u n d e r  
t h i s  s e c t i o n  may impose r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  may n o t
r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  pay  a h i g h e r  d e d u c t i b l e  o r
co -paymen t  f o r  t h e  c o s t  o f  t r e a t i n g  a m en t a l  o r  n e r v o u s  c o n d i t i o n  th an  
f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

( c )  I n  t h i s  s e c t i o n
( 1 )  " c o -p a ym en t "  means th e  p o r t i o n  o f  th e  c o s t  i n  e x c e s s  o f

- 1 -  CSSB 6 7 ( F i n )



the deductible portion to be paid by the insured or subscriber;

(2) "cost" means the lesser of the following:

(A) the actual charge for the treatment received for a 

mental or nervous condition; or

(B) the usual, customary, and reasonable charge for 

the treatment as determined by the contract of coverage;

(3) "deductible11 means the portion of covered ^sts that 

must be incurred before benefits become payable;

(4) "inpatient treatment" means .veatment of a hospital 

registered bed patient for whom the hospital makes a daily room charge 

in

(A) a general hospital that is either licensed under 

AS 18.20 or located and licensed in another state;

(B) a psychiatric hospital that is either licensed 

under AS 18.20 or located and licensed in another state; or

(C) a hospital that is located in

(i) the state and specifically exempt under

AS 18.20.020 from the licensing requirements of the state;

or

(ii) another state and specifically exempt from

the licensing requirements of that state;

(5) "major medical coverage" means a disability insurance 

contract, or a subscriber contract, that provides benefits for hospi­

tal and medical care with potential lifetime maximum benefits for the 

insured or subscriber of at least $10,000;

(6) "mental or nervous condition" means a mental disorder 

identified in

(A) the Diagnostic and Statistical Manual of Mental 

Disorders (Third Edition) published by the American Psychiatric 

CSSB 67(Fin) -2-
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Association; or

(B) the 1CD-9-CM (First Edition) published by the 

Commission on Professional and Hospital Activities;

(7) "office visit" means treatment that is not inpatient 

treatment or outpatient treatment and that is provided in the profes­

sional offices of

(A) a psychiatrist who is licensed as a physician in 

the state and certified, or eligible for certification, in psy­

chiatry by the American Board of Psychiatry and Neurology;

(B) a physician who is employed by the federal govern­

ment in the state and certified or eligible for certification in 

psychiatry by the American Board of Psychiatry and Neurology; or

(C) a psychologist or psychological associate licensed 

under AS 08.86;

(8) "outpatient treatment" means treatment that is not 

inpatient treatment and that is provided

(A) in the outpatient department of

(i) a hospital that is licensed under AS 18.20 or 

that is specifically exempt under AS 18.20.020 from the 

licensing requirements of the state;

(ii) a hospital that is located in another state 

and that is either licensed or specifically exempt from the 

licensing requirements of that state; or

(iii) an entity that is designated by the Depart­

ment of Health and Social Services as the organizational 

unit in a geographical area to receive funds under AS 47.- 

30.520 - 47.30.620; and

(B) by one or more of the following,

(i) a psychiatrist who is licensed as a physician 

-3- CSSB 67(Fin)
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1 in the state and certified, or eligible for certification, 

in psychiatry by the American Board of Psychiatry and Neu­

rology;

(ii) a physician who is employed by the federal 

government in the state and certified or eligible for certi­

fication in psychiatry by the American Board of Psychiatry 

and Neurology;

(iii) a psychologist licensed under AS 08.86; or

(iv) a person who works in conjunction with one or 

more licensed mental health care providers and has a mas­

ter's or doctoral degree in psychology, nursing, or social 

work, and is employed by the same health care facility 

providing treatment.

* Sec. 2. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.365, 

a [A] person may not practice or permit unfair discrimination against 

a person who provides a service covered under a group disability 

policy that extends coverage on an expense incurred basis, or under a 

group service or indemnity type contract issued by a nonprofit corpo­

ration, if the service is within the scope of the provider's occupa­

tional license. In this subsection, "provider1’ means a state licensed 

physician, dentist, osteopath, optometrist, chiropractor, or nurse 

midwife.

* Sec. 3. AS 21.87 340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the 

provisions contained or referred to previously in this chapter, the 

following chapters and provisions of this title also apply with re­

spect to service corporations to the extent applicable and not in 

conflict with the express provisions of this chapter and the 

CSSB 6 7 (Fin) -4-
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reasonable implications of the express provisions, and for the pur­

poses of the application the corporations shall be considered to be 

mutual "insurers":

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09, except AS 21.09.090

(4) AS 21. 18.010

(5) AS 21.18.030

(6) AS 21. 18.040

(7) AS 21.18.120

(8) AS 21.21.321

(9) AS 21.36

(10) AS 21.69.400

(11) AS 21.69.520

(12) AS 21.69.600, 21.69.620, and 21.69.630

(13) AS 21.78

(14) AS 21.90

(15) AS 21.42.345 - 21.42.365 [AS 21.42.345 AND 21.42.355]

(16) AS 21.89.040

(17) AS 21.89.060.

* Sec. 4. AS 21 .42. 365, enacted by sec. 1 of this Act, applies to group

disability insurance policies and hospital or medical service subscriber 

contracts entered into or renewed after January 1, 1988.

-5- CSSB 67(F i n )
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PRFSinFNT J A M  FAIKS
F R E S I D m T  POST OFFICE B O X  V

907-465-3755 JUNEAU, ALASKA 99811

Senate
April 7, 1987

M E M O R A N D U M

TO:

FROM:

SUBJECT:

Senator Johne Binkley, Co -C h a i r m a n  
Senate Finance Committee

Sen at or  J a n  Faiks 
President of the S^n

Committee Hearings o n S e n a t e  Bill 67 
R ela ti ng  to insurance cov er ag e for the 
treatment of a mental or nervous co nd it io n

Senate Bill 67 has b e e n  referred to yo ur  co m mi tt ee  for 
consideration. I would appreciate your s c he d u l i n g  hea ri ng s  on 
this legi sl a ti on  at your earliest convenience.

T he purp os e  of this bill is to require insurers to offer t heir 
customers t h e  o pp ortunity to pu rc h as e m i n i m u m  m ental h e a lt h 
co ve ra ge  in all h e a l t h  insurance policies sold in Alaska, and 
to e li minate the di sc r im in at io n wh ic h cu rr en tl y  exis ts  between 
mental h e a l t h  and  other medical insurance benefits.

This legi sl a ti on  was p assed out of the Senate Health,
E du ca ti on  and Social Services Committee; its first co mm ittee 
of referral, on M a r c h  3C, 1987.

E n c l o s e d  are memos w hi ch  gives b a ck gr ou nd  i n fo rm a ti on  on this 
legislation. Should you or the committee m e m b e r s  nee d 
a dditional information, p lease let m e  know.

Your p rompt co nsideration of m y  request will be appreciated.

T ha nk  you.

cc: Senator J im Duncan

OUT OF SESSION

6060  YUKON DRIVE ANCHORAGE, ALASKA 9 9 5 1 6  9 0 7 -2 7 4 66 11



Alaska §*ate legislature

PRESIDENT JArl rAms
______________________________________________________  POST OFFICE BOX V

907-465 -3755 JUNEAU, ALASKA 9 9 8 1 1

S e n a t e

A pril 7, 1987

M E M O R A N D U M

TO: Senator Johne Binkley, Co -Chairman
Senate Finance Committee

FROM: Senator Jan Faiks
President of the Senate

SUBJECT: Sectional Analysis of Senate Bill 67
A n  A c t  re lating to insurance c o verage for the 
treatment of a mental or nervous c o nd ition

S e na te  Bill 67 has be en  referred to your com m it te e for 
consideration. This bill will require insurers to o ff er  their 
customers the o p po r tu ni ty  to purchase m i n i m u m  m e n ta l  h e al t h 
c o v er ag e  in all h ealth insurance po licies sold in Alaska.

Specifically, this bill proposes the following:

S e c ti on  1. AS 21.42 is amended to add a ne w section
(21.42.365) w h i c h  will require coverage for t r e a t m e n t  of a 
mental or ner vo us  condition.

(A) A ll insurers w h o  are authorized under AS 21.09 to prov id e 
m a j o r  m e d ic al  coverage in Alaska mus t  offer the insured o r  
s ub sc r i b e r  or o th er  p e rs on  covered by the p o l i c y  m i n i m u m  
b e n ef it s  of 45 days a y e a r  of inpatient tr eatment for each 
c o v e re d individual, and a total of 50 hours a y e a r  of 
outpa ti en t tr eatment or pati en t  v isits of m e nt al  or nervous 
conditions.

T he com mi tt ee  substitute from the Senate HESS Co mmittee 
c h a ng ed  this c overage from 50 hours to 50 visits, as the 
insurers felt th at  it w o ul d be too difficult to r e co rd  office 
v is it s w h i c h  last fractions of an hour.

OUT OF SESSION

60 6 0  YUKON DRIVE ANCHORAGE, ALASKA C 9516 907-274 -6611



I request that the Finance Committee change this b a c k  to the 
original language specifying hours, rather tha n visits, as it 
is to the g r e a te r benefit of the patient. The re co rd -k e ep in g 
of these v i s it s  w h o u l d  not place a bu rden on the insurers, as 
doctors alrea dy  keep de ta il ed  time accounts of patients' 
visits.

(B) The insurer or service corporation ca nnot charge m o r e  for 
this coverage than for the cost of trea ti ng  a ny other 
c o n d i ti o n or illness. Contract limitations m u s t  be 
reasonable.

(C) As o ri gi n al ly  drafted, the bills provides th a t if an 
insured or a su bs cr i b e r  does not opt for the cov er ag e un d er  
this section, the insurer or service corpo ra ti on  m a y  offer 
other co verage for tr eating a mental or nervous condition.

I a s k  that the  co mm i tt ee  co nsider c hanging this lang ua ge  to 
adopt the m a n d a t o r y  ben ef i t approach, w h e r e b y  m e n t a l  h e a l t h  
care b enefits m u s t  be included in group insurance policies.

(D) This p o r ti o n c ontains a defin it i on  of terms u s e d  in this 
section.

S ect io n 2. AS 21.36.090(D) is amended to p r o h i b i t  u n f a i r
d i sc ri m i n a t i o n  against a pers on  who p r ovides a state- li ce ns ed  
medi ca l service c o ve re d u n d er  a group di sa bi l i t y  p o l i c y  that 
extends co ve ra ge  on an expense incurred basis, or u n d e r  a 
g r ou p service or indemnity type contract issued by a n o np ro fi t 
corporation, if that service is w ithin the scope of the 
p ro vi de r' s occ up at io n al  license.

Section 3. AS 21.87.340 is amended to add additional chapters 
a nd pr o vi si on s w h i c h  apply to service corporations.

Section 4. Provides an effective date for this act for 
p ol ic ie s entered into on or after J a n ua ry  1, 1988.
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Senate
April 7, 1987

M E M O R A N D U M

TO: Senator J oh ne  Binkley, Co -Chairman
Senate Finance Committee

FROM: Senator J an Faiks
President of the Senate

SUBJECT: B ackground on Senate Bill 67
An Act relating to insurance co ve r a g e  for the 
t r ea tment of a mental or nervo us  c o nd it io n

Senate Bill 67 has be en  referred to you r co m mittee for 
consideration. This bill will require insurers to o ff er  their 
customers the op portunity to pu rchase m i n i m u m  me ntal h e a l t h  
coverage in all he alth insurance policies sold in Alaska, and 
will eliminate the discrim in at i on  wh ic h  cu rr en tl y exists 
b e t w ee n mental h ealth and other medical insurance benefits.

Currently, twelve states hav e p a ss ed  similar laws wh ic h 
require that p o li c y holders be given the o p po rt u n i t y  to 
pur ch as e mental h e al th  insurance. Fourteen other s tates take 
a st ro ng er  position; they do not give the p o l i c y  h o l d e r s  an 
option, b ut r ather require that m i n i m u m  m e nt a l h e a l t h  coverage 
be in cluded in every heal th  insurance policy.

This bill as dra f te d adopts the "mandatory/option" ap proach 
beca us e it allows subscribers to decide w h e t h e r  the ben ef it s 
of mental h e a lt h  co verage are worth the added p r e m i u m  costs.
I w o u l d  like the committee to consider the ad op ti on  of the 
"mandatory benefit" approach, thus requiring the i n cl usion of 
m e ntal health care in group insurance policies.
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Most states that require m ental health coverage also defi n e 
the m i n i m u m  coverage that mu st  be offered. Senat e Bill 67 
requires a m i n i m u m  of 45 days of inpatient t re at me nt  an d 50 
equivalent hours of o utpatient treatment p e r  year.

The committee substitute from the Senate HESS C om mittee has 
changed, this requirement from 50 hours to 50 visits. I would 
like to m a i nt a in  the original language of 50 hours, as it 
w o u l d  p r o vi de  gre at er  benefits to the pat ie nt s an d w o u l d  not 
create administrative problems for the insurers, since the 
medical p r of es si on  alre a dy  keeps detailed tim e records of 
patient visits.

T hese requirements are consistent w i t h  the requi re me nt s  of 
other states. For inpatient services, four states require a 
m i n i m u m  of 30 days, while two other states r e q ui re  45 days.
For outpatient services, m i n i m u m  requirements are e x p r e ss e d in 
either v i s i t s  (one other state calls for t hi rt y  p e r  year) or 
d o ll ar  limits (six states have m inimums ranging from $500 to 
$1000 p e r  y e a r ) . The r em a ining states requi re  onl y that 
mental h e a l t h  benefits be on p a r  w i t h  those offer e d for o ther 
illnesses.

W h e n  ment al  h e a lt h coverage is offered, usu al ly  the b e n ef it s 
are m u c h  less than those available for o ther treatment. 
Insurers will often require that their customers pay a h igher 
d ed uc ti bl e or a gre at er  port io n of the cost of mental h e a l t h  
services.

In o rder that mental h e a l t h  coverage be given p ar i ty  w i t h  
o ther coverages, then, this bill requires that the former b e  
o ffered under the same terms as the latter.

There are several myths that hav e impeded the re qu iring of 
mental h e a l t h  coverage in h e a l t h  insurance policies.
A c c o r d i n g  to one belief, the costs of p s y ch ia tr ic  t re atment 
are unpredi c ta bl e and uncontrollable.

This be lief stems in par t from the common pe rc ep t i o n  of mental 
illness in terms of only its mo r e serious forms, like 
schizophrenia. However, only 15% of persons w ho are treat e d 
in p r iv at e mental h os pitals suffer from this acute disease.
For mos t  forms of mental illness, only one hospital stay w i t h  
several follow-up visits are all that is needed for successful 
t r e a t m e n t .

A bo ut  one-fifth of our po pu la t io n suffers some degree of 
mental impairment, ranging from mil d anxioty to chronic 
schizophrenia. For ou r young people, aged t h i r t e e n  to twenty 
four, the leading cause of death is not injury, disease, or 
accident, bu t is s u i c i d e .



In 1984, menta l illness was estimated to have cost our na tion 
67.6 b i ll io n d o l l a r s . This figure includes not only the 
d i r e c t  cost of treating mental illness ($12 b i l l i o n ) , but also 
t h e  g r e a t e r  cost of lost pr o ductivity and employment ($44.6 
billion) and of mental h ealth related crimes, vehicle 
accidents, and other social bur d en s ($11 billion).

S t u di es  show that treatment is effective for 80% of all 
p a t i e n t s  w h o  hav e mental disorders.

Fr om  seven to ten percent of subscribers u s e  mental heal th  
b e n e f i t s  w h e n  t hese are available in t heir policies. This is 
a pp ro x i m a t e l y  the same rate that subscribers use extra care 
fr o m other medical specialists.

T h e r e  is no evidence that mental h e a l t h  benefits are abused at 
a rate that differs from other heal th  benefits. If insurers 
are c on cerned about accountability, the y can subscribe to peer 
r e v i e w  services that will review the  v a l i di t y of individual 
claims. These services have shown a costs-to-savings ratio of 
1 : 1 0 0 .

It is true that mental h e al t h coverage will m e a n  higher 
p r e m i u m  cost to subscribers. However, this cost is not 
substantial. A  national survey of 79 ma jo r corporate plans 
r ev ea l e d  that t he average annual p r e m i u m  increase for each 
s ub sc r i b e r  was $29.47.

O n  t h e  other hand, psychoth er ap y  pro d uc es  savings in the form 
of increased employee productivity and reduced absenteeism.
As m ental h e a l t h  treatment becomes mo re  affordable and 
a v a i la bl e  to employees, employers report a significant 
i ncrease in job attendance and p r o du ct iv it y  and a significant 
r e d u c ti o n in on-the-job accidents. Th e Equitable Life 
A s s u r a n c e  Socie ty  has ver if ie d  that every dollar invested in 
m e nt al  h ealth treatment results in a three dollar increase in 
productivity. M ental health treatment also reduces drug and 
a l c o h o l- re la te d crime.

M e d i c a l  science has long r ecognized the correlation betwe en  
p h y s i c a l  dise as e and mental health. Physicians have estimated 
th a t u p  to one-half of all ailments w h i c h  t he y treat have 
sym pt om s of mental or emotional disorder. M a n y  dollars that 
are n o w  pai d for other medical services are actually paid for 
t h e  indirect treatment of mental impairments. In addition, 
stud ie s have p ro ve n  that direct t re atment of mental problems 
r e s u l t s  in lower costs for other m e d i c al  care.

In a 1983 study, a mode ra t e amount of psychot he r ap y was shown 
to sig n if ic an tl y reduce hospital costs for persons suffering



from four different types of chronic disease. Anot he r study 
t h a t  same year showed that patients w h o  r e c ei ve d outpatient 
p s y c h o t h e r a p y  treatment used 56% fewer med ic al  services than 
th os e w h o  had not be en  treated.

Finally, t h er e is a cost savings that wi ll  be enjoyed b y  the 
S t a t e  of Alaska. Nationwide, the state gove rn me nt s pay about 
50% of the total cost of our mental h e a l t h  bill. When 
s ub sc r i b e r s  are given access to menta l h e al th  c overage o n  the 
same b a s i s  as other medical benefits, m o r e  of this b u r d e n  will
b e  s h i f te d  from the State to the priv at e  sector.

S e n a t e  Bill 67 m ay indirectly reduce the de pe nd en c y of th e  
c o m m u n i t y  mental he alth centers in Alas ka  on State funds.
Th es e facilities currently receive m a t c h i n g  grants from the 
S ta te  and charge their patients a sliding fee ba se  upon t heir 
a b i l i t y  to pay. A fter the grant is matched, all additional 
fees are d e v o t e d  to enhance the pro gr am s and e xpand t he ir  
facilities. Division of Mental H e al t h pe rs onnel report that 
b e c a u s e  of a lack of funds, these centers can only pro vi de  
25-30% of the communities' mental h ea l th  needs. T h e y  predict 
th a t the p a s s a g e  of a mental he alth insurance bill will allow
t h e m  to serve up to one-half of this need.

A  s i m il ar  bill was introduced last year. It p a s s e d  the 
Senate, and mad e it through the House, bu t  d i e d  in the Rules 
C o m m it te e  d u r i n g  the final hours of last y e a r ' s  session.

P a s s a g e  of this legislation is vital t o  p r o v i d e  Alaskans 
acce ss  to menta l  health coverage on t he same basis as other 
m e d i c a l  benefits, which, in turn, will shift m o r e  of this 
b u r d e n  from the State to the private sector.

I w o u l d  appreciate the committee's c on si d e r a t i o n  cf the 
l e g i s l a t i o n  at its earliest convenience. S ho ul d y ou nee d any 
a dd it io na l information, please let me know.

T h a n k  you.
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IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 67 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  i n s u r a n c e  c o v e ra g e  f o r  t h e  t r e a t ­

ment o f  a m e n ta l  o r  n e r v o u s  c o n d i t i o n . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 2 1 .4 2  i s  amended by  a d d in g  a  new s e c t i o n  t o  r e a d :

Sec .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS 

CONDITION. (a )  An i n s u r e r  a u t h o r i z e d  u n d e r  AS 21.*09 t o  o f f e r ,  i s s u e  

f o r  d e l i v e r y ,  d e l i v e r ,  o r  renew a g roup  d i s a b i l i t y  i n s u r a n c e  p o l i c y

f o r  m a jo r  m e d i c a l  c o v e ra g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,

o r  a h o s p i t a l  o r  m e d ic a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 21.87 

t o  o f f e r  o r  renew  a g roup  c o n t r a c t  f o r  m a jo r  m e d i c a l  c o v e ra g e  i n  th e  

s t a t e ,  s h a l l  o f f e r  t h e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  co verage  

f o r  t r e a t m e n t  o f  a m e n ta l  o r  n e rv o u s  c o n d i t i o n  o f  t h e  i n s u r e d ,  su b ­

s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e re d  by  t h e  p o l i c y  o r  c o n t r a c t :

(1)  45 d a y s ! a  y e a r  o f  i n p a t i e n t  t r e a t m e n t  f o r  each  c o v e re d

i n d i v i d u a l ;

(2)  a  t o t a l  o f  50 h o u r s  o f  o u t p a t i e n t  t r e a t m e n t  o r  o f f i c e  

v i s i t s  a  y e a r  f o r  e a c h  c o v e re d  i n d i v i d u a l .

(b)  The i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  p r o v i d i n g  c o v e ra g e  und e r  

t h i s  s e c t i o n  may impose r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  may n o t  

r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  pay  a  h i g h e r  d e d u c t i b l e  o r  

co -paym ent  f o r  t h e  c o s t  o f  t r e a t i n g  a m e n t a l  o r  n e r v o u s  c o n d i t i o n  th a n  

f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

( c )  I n  t h i s  s e c t i o n

(1 )  " c o -p a y m e n t"  means t h e  p o r t i o n  o f  t h e  c o s t  i n  e x c e s s  o f

- 1 -  CSSB 67(F in )
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t h e  d e d u c t i b l e  p o r t i o n  t o  be  p a i d  by t h e  i n s u r e d  o r  s u b s c r i b e r ;

(2)  " c o s t "  means t h e  l e s s e r  o f  t h e  f o l l o w i n g :

(A) t h e  a c t u a l  c h a r g e  f o r  t h e  t r e a t m e n t  r e c e i v e d  f o r  a 

m e n t a l  o r  n e rv o u s  c o n d i t i o n ;  o r

(B) t h e  u s u a l ,  c u s to m a r y ,  and r e a s o n a b l e  c h a r g e  f o r  

t h e  t r e a t m e n t  as  d e te r m in e d  by t h e  c o n t r a c t  o f  c o v e r a g e ;

(3) " d e d u c t i b l e "  means t h e  p o r t i o n  o f  c o v e r e d  c o s t s  t h a t  

m ust  b e  i n c u r r e d  b e f o r e  b e n e f i t s  become p a y a b l e ;

(4)  " i n p a t i e n t  t r e a t m e n t "  means t r e a t m e n t  o f  a  h o s p i t a l

r e g i s t e r e d  bed  p a t i e n t  f o r  whom t h e  h o s p i t a l  makes a  d a i l y  room c h a rg e

i n

(A) a g e n e r a l  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  u n d e r  

AS 18.20 o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;

(B) a p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  

u n d e r  AS 18.20  o r  l o c a t e d  and  l i c e n s e d  i n  a n o t h e r  s t a t e ;  o r

(C) a h o s p i t a l  t h a t  i s  l o c a t e d  in

( i )  t h e  s t a t e  and s p e c i f i c a l l y  exempt u n d e r

AS 1 8 .2 0 .0 2 0  from t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

o r  [ ;•

( i i )  a n o t h e r  s t a t e  and  s p e c i f i c a l l y  exempt from

t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;

(5)  " m a jo r  m e d i c a l  c o v e r a g e "  means a d i s a b i l i t y  i n s u r a n c e  

c o n t r a c t ,  o r  a  s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i ­

t a l  and  m e d i c a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  maximum b e n e f i t s  f o r  t h e

i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 ,00 0 ;

(6)  " m e n ta l  o r  n e r v o u s  c o n d i t i o n "  means a m e n t a l  d i s o r d e r  

i d e n t i f i e d  in

(A) t h e  D i a g n o s t i c  and  S t a t i s t i c a l  Manual o f  M e n ta l

D i s o r d e r s  ( T h i r d  E d i t i o n )  p u b l i s h e d  by t h e  American  P s y c h i a t r i c  

CSSB 6 7 ( F in )  - 2 -



y

A s s o c i a t i o n ;  o r

(B) t h e  1CD-9-CM ( F i r s t  E d i t i o n )  p u b l i s h e d  by  t h e  

Commission on P r o f e s s i o n a l  and H o s p i t a l  A c t i v i t i e s ;

(7) " o f f i c e  v i s i t "  means t r e a t m e n t  t h a t  i s  n o t  i n p a t i e n t  

t r e a t m e n t  o r  o u t p a t i e n t  t r e a t m e n t  and t h a t  i s  p r o v i d e d  i n  t h e  p r o f e s ­

s i o n a l  o f f i c e s  o f

(A) a p s y c h i a t r i s t  who i s  l i c e n s e d  as  a p h y s i c i a n  i n  

t h e  s t a t e  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y ­

c h i a t r y  by t h e  American  Board o f  P s y c h i a t r y  and  N eu ro lo gy ;

(B) a p h y s i c i a n  who i s  employed by t h e  f e d e r a l  g o v e r n ­

ment i n  t h e  s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f d r  c e r t i f i c a t i o n  i n  

p s y c h i a t r y  by t h e  American  Board o f  P s y c h i a t r y  and N e u ro lo g y ;  o r

(C) a p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d  

u n d e r  AS 0 8 .8 6 ;

(8) " o u t p a t i e n t  t r e a t m e n t "  means t r e a t m e n t  t h a t  i s  n o t  

i n p a t i e n t  t r e a t m e n t  and t h a t  i s  p r o v i d e d

(A) i n  t h e  o u t p a t i e n t  d e p a r t m e n t  o f

( i )  a h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  AS 18.20 o r  

t h a t  i s  s p e c i f i c a l l y  exempt u n d e r  AS 1 8 .2 0 .0 2 0  from t h e  

l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

( i i )  a h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e  

and t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  exempt f rom t h e  

l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

( i i i )  an e n t i t y  t h a t  i s  d e s i g n a t e d  by t h e  D e p a r t ­

ment o f  H e a l t h  and  S o c i a l  S e r v i c e s  a s  t h e  o r g a n i z a t i o n a l  

u n i t  i n  a g e o g r a p h i c a l  a r e a  t o  r e c e i v e  fu n d s  u n d e r  AS 4 7 . -

3 0 .5 2 0  - 4 7 . 3 0 . 6 2 0 ;  and

(B) by one o r  more o f  t h e  f o l l o w i n g ,

( i )  a p s y c h i a t r i s t  who i s  l i c e n s e d  as  a p h y s i c i a n  

- 3 -  CSSB 6 7 (F in )
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i n  t h e  s t a t e  and  c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  

i n  p s y c h i a t r y  by  t h e  Am erican  Board o f  P s y c h i a t r y  and Neu­

r o l o g y ;

( i i )  a  p h y s i c i a n  who i s  employed by th e  f e d e r a l  

governm ent  i n  t h e  s t a t e  and c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i ­

f i c a t i o n  i n  p s y c h i a t r y  by t h e  American Board o f  P s y c h i a t r y  

and N e u ro lo gy ;

( i i i )  a p s y c h o l o g i s t  l i c e n s e d  u n d e r  AS 0 8 .8 6 ;  o r

( i v )  a p e r s o n  who works i n  c o n j u n c t i o n  w i t h  one or

more l i c e n s e d  m e n t a l  h e a l t h  c a r e  p r o v i d e r s  and has  a mas­

t e r ' s  o r  d o c t o r a l  d e g re e  i n  p s y c h o l o g y , ' n u r s i n g ,  o r  s o c i a l  

work,  and i s  employed by t h e  same h e a l t h  c a r e  f a c i l i t y  

p r o v i d i n g  t r e a t m e n t .

* Sec .  2. AS 2 1 . 3 6 . 0 9 0 ( d )  i s  amended to  r e a d :

(d) E xcep t  t o  t h e  e x t e n t  n e c e s s a r y  to  comply w i t h  AS 2 1 . 4 2 . 3 6 5 ,  

a [A] p e r s o n  may n o t  p r a c t i c e  o r  p e r m i t  u n f a i r  d i s c r i m i n a t i o n  a g a i n s t  

a p e r s o n  who p r o v i d e s  a s e r v i c e  c o v e r e d  u n d e r  a g ro u p  d i s a b i l i t y

p o l i c y  t h a t  e x t e n d s  c o v e r a g e  on an e x pen se  i n c u r r e d  b a s i s ,  o r  u n d e r  a
19 i i,

group  s e r v i c e  o r  i n d e m n i ty  ty p e  c o n t r a c t  i s s u e d  by  a n o n p r o f i t  c o rp o -
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r a t i o n ,  i f  t h e  s e r v i c e  i s  w i t h i n  t h e  sco pe  o f  t h e  p r o v i d e r ' s  o c c u p a ­

t i o n a l  l i c e n s e .  I n  t h i s  s u b s e c t i o n ,  " p r o v i d e r "  means a s t a t e  l i c e n s e d  

p h y s i c i a n ,  d e n t i s t ,  o s t e o p a t h ,  o p t o m e t r i s t ,  c h i r o p r a c t o r ,  o r  n u r s e  

m id w ife .

* Sec .  3. AS 2 1 .8 7 .3 4 0  i s  amended to  r e a d :

Sec .  2 1 .8 7 . 3 4 0 .  OTHER PROVISIONS APPLICABLE. In  a d d i t i o n  t o  t h e  

p r o v i s i o n s  c o n t a i n e d  o r  r e f e r r e d  t o  p r e v i o u s l y  i n  t h i s  c h a p t e r ,  t h e  

f o l l o w i n g  c h a p t e r s  and p r o v i s i o n s  o f  t h i s  t i t l e  a l s o  a p p l y  w i t h  r e ­

s p e c t  t o  s e r v i c e  c o r p o r a t i o n s  t o  t h e  e x t e n t  a p p l i c a b l e  and n o t  i n  

c o n f l i c t  w i t h  t h e  e x p r e s s  p r o v i s i o n s  o f  t h i s  c h a p t e r  and  t h e  
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r e a s o n a b l e  i m p l i c a t i o n s  o f  t h e  e x p r e s s  p r o v i s i o n s ,  and f o r  t h e  p u r ­

p o se s  o f  t h e  a p p l i c a t i o n  t h e  c o r p o r a t i o n s  s h a l l  be c o n s i d e r e d  t o  be 

m u tu a l  " i n s u r e r s " :

(1)  AS 2 1 .0 3

(2)  AS 21 .06

(3)  AS 2 1 . 0 9 ,  e x c e p t  AS 2 1 .0 9 .0 9 0

(4) AS 2 1 . 1 8 .0 1 0

(5)  AS 2 1 .1 8 .0 3 0

(6)  AS 2 1 .1 8 .0 4 0

(7)  AS 2 1 .1 8 .1 2 0

(8) AS 2 1 .2 1 .3 2 1

(9) AS 2 1 .36

(10) AS 2 1 .6 9 .4 0 0

(11) AS 2 1 .6 9 .5 2 0

(12) AS 2 1 . 6 9 . 6 0 0 ,  2 1 .6 9 .6 2 0 ,  and 2 1 .6 9 .6 3 0

(13) AS 2 1 .7 8

(14) AS 21 .90

(15) AS 2 1 .4 2 .3 4 5  - 2 1 .4 2 .3 6 5  [AS 2 1 .4 2 .3 4 5  AND 2 1 . 4 2 .3 5 5 ]

(16) AS 2 1 .8 ^ .0 4 0

(17) AS 2 1 .8 9 . 0 6 0 .

* Sec .  4. AS 2 1 .4 2 . 3 6 5 ,  e n a c t e d  by s e c .  1 o f  t h i s  A c t ,  a p p l i e s  t o  group 

d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  and h o s p i t a l  o r  m e d i c a l  s e r v i c e  s u b s c r i b e r  

c o n t r a c t s  e n t e r e d  i n t o  o r  renew ed  a f t e r  J a n u a r y  1, 1988.
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O r i g i n a l  s p o n s o r s :  F a i k s  and K e r t t u l a

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 67 (F in a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

For  an Act  e n t i t l e d :  "An Act r e l a t i n g  t o  i n s u r a n c e  c o v e ra g e  f o r  t h e  t r e a t ­

ment o f  a  m e n ta l  o r  n e r v o u s  c o n d i t i o n . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 2 1 .4 2  i s  amended by a d d in g  a new s e c t i o n  t o  r e a d :

S ec .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS 

CONDITION. (a )  An i n s u r e r  a u t h o r i z e d  u n d e r  AS 21.-09 t o  o f f e r ,  i s s u e  

f o r  d e l i v e r y ,  d e l i v e r ,  o r  renew  a group  d i s a b i l i t y  i n s u r a n c e  p o l i c y  

f o r  m a jo r  m e d i c a l  c o v e r a g e  on an e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,  

o r  a h o s p i t a l  o r  m e d ic a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 21.87  

t o  o f f e r  o r  renew  a g roup  c o n t r a c t  f o r  m a jo r  m e d ic a l  c o v e ra g e  i n  th e  

s t a t e ,  s h a l l  o f f e r  t h e  i n s u r e d  o r  s u b s c r i b e r  t h e  f o l l o w i n g  c o v e rag e  

f o r  t r e a t m e n t  o f  a m e n t a l  o r  n e rv o u s  c o n d i t i o n  o f  t h e  i n s u r e d ,  s u b ­

s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  by  t h e  p o l i c y  o r  c o n t r a c t :

(1)  45 d a y s ! a  y e a r  o f  i n p a t i e n t  t r e a t m e n t  f o r  e ac h  c o v e re d

i n d i v i d u a l ;

(2)  a t o t a l  o f  50 h o u r s  o f  o u t p a t i e n t  t r e a t m e n t  o r  o f f i c e  

v i s i t s  a y e a r  f o r  e ac h  c o v e re d  i n d i v i d u a l .

(b) The i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  p r o v i d i n g  c o v e r a g e  u n d e r  

t h i s  s e c t i o n  may impose r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s  b u t  may n o t  

r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  pay a h i g h e r  d e d u c t i b l e  o r  

co -paym en t  f o r  t h e  c o s t  o f  t r e a t i n g  a m e n ta l  o r  n e r v o u s  c o n d i t i o n  th a n  

f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .

(c )  In  t h i s  s e c t i o n

(1)  " c o -p a y m e n t"  means t h e  p o r t i o n  o f  t h e  c o s t  i n  e x c e s s  o f
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t h e  d e d u c t i b l e  p o r t i o n  t o  be p a i d  by t h e  i n s u r e d  o r  s u b s c r i b e r ;

(2)  " c o s t "  means t h e  l e s s e r  o f  t h e  f o l l o w i n g :

(A) t h e  a c t u a l  c h a r g e  f o r  t h e  t r e a t m e n t  r e c e i v e d  f o r  a 

m e n t a l  o r  n e rv o u s  c o n d i t i o n ;  o r

(B) th e  u s u a l ,  c u s to m a r y ,  and r e a s o n a b l e  c h a r g e  f o r  

t h e  t r e a t m e n t  a s  d e te r m in e d  by t h e  c o n t r a c t  o f  c o v e r a g e ;

(3) " d e d u c t i b l e "  means t h e  p o r t i o n  o f  c o v e r e d  c o s t s  t h a t  

m us t  b e  i n c u r r e d  b e f o r e  b e n e f i t s  become p a y a b l e ;

(A) " i n p a t i e n t  t r e a t m e n t "  means t r e a t m e n t  o f  a h o s p i t a l

r e g i s t e r e d  bed p a t i e n t  f o r  whom t h e  h o s p i t a l  makes a d a i l y  room c h a rg e

i n

(A) a g e n e r a l  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  u n d e r  

AS 18.20 o r  l o c a t e d  and l i c e n s e d  i n  a n o t h e r  s t a t e ;

(B) a p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d  

u n d e r  AS 18.20 o r  l o c a t e d  and l i c e n s e d  in  a n o t h e r  s t a t e ;  o r

(C) a  h o s p i t a l  t h a t  i s  l o c a t e d  i n

( i )  th e  s t a t e  and s p e c i f i c a l l y  exempt u n d e r

AS 1 8 .2 0 .0 2 0  f rom t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

1 *■o r

( i i )  a n o t h e r  s t a t e  and s p e c i f i c a l l y  exempt from

t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;

(5)  " m a jo r  m e d ic a l  c o v e r a g e "  means a d i s a b i l i t y  i n s u r a n c e  

c o n t r a c t ,  o r  a s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i ­

t a l  and m e d ic a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  maximum b e n e f i t s  f o r  th e  

i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 ,0 0 0 ;

(6)  " m e n ta l  o r  n e rv o u s  c o n d i t i o n "  means a  m e n ta l  d i s o r d e r  

i d e n t i f i e d  i n

(A) t h e  D i a g n o s t i c  and S t a t i s t i c a l  Manual o f  M en ta l  

D i s o r d e r s  ( T h i r d  E d i t i o n )  p u b l i s h e d  by th e  American P s y c h i a t r i c  
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A s s o c i a t i o n ;  o r

(B) th e  1CD-9-CM ( F i r s t  E d i t i o n )  p u b l i s h e d  by th e  

Commission on P r o f e s s i o n a l  and H o s p i t a l  A c t i v i t i e s ;

(7)  " o f f i c e  v i s i t "  means t r e a t m e n t  t h a t  i s  n o t  i n p a t i e n t  

t r e a t m e n t  o r  o u t p a t i e n t  t r e a t m e n t  and t h a t  i s  p r o v i d e d  i n  t h e  p r o f e s ­

s i o n a l  o f f i c e s  o f

(A) a p s y c h i a t r i s t  who i s  l i c e n s e d  as  a  p h y s i c i a n  in

t h e  s t a t e  and c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y ­

c h i a t r y  by th e  American  Board o f  P s y c h i a t r y  and N e uro log y ;

(E) a  p h y s i c i a n  who i s  employed by t h e  f e d e r a l  g o v e r n ­

ment i n  t h e  s t a t e  and  c e r t i f i e d  o r  e l i g i b l e  f d r  c e r t i f i c a t i o n  in

p s y c h i a t r y  by t h e  Am erican  Board o f  P s y c h i a t r y  and N eu ro lo g y ;  o r

(C) a p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d  

u n d e r  AS 0 8 .8 6 ;

(8)  " o u t p a t i e n t  t r e a t m e n t "  means t r e a t m e n t  t h a t  i s  n o t

i n p a t i e n t  t r e a t m e n t  and t h a t  i s  p r o v i d e d

(A) i n  t h e  o u t p a t i e n t  d e p a r t m e n t  o f

( i )  a  h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  AS 18.20  o r
i '

t h a t  i s  s p e c i f i c a l l y  exempt u n d e r  AS 1 8 .2 0 .0 2 0  f rom th e

l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

( i i )  a  h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e

and t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  exempt from th e

l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

( i i i )  an  e n t i t y  t h a t  i s  d e s i g n a t e d  by t h e  D e p a r t ­

ment o f  H e a l t h  and S o c i a l  S e r v i c e s  a s  t h e  o r g a n i z a t i o n a l  

u n i t  i n  a g e o g r a p h i c a l  a r e a  t o  r e c e i v e  fu n ds  u n d e r  AS 4 7 . -

3 0 .5 2 0  -  4 7 .3 0 . 6 2 0 ;  and

(B) by one o r  more o f  t h e  f o l l o w i n g ,

( i )  a p s y c h i a t r i s t  who i s  l i c e n s e d  as  a p h y s i c i a n
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in the state and certified, or eligible for certification, 

in psychiatry by the American Board of Psychiatry and Neu­

rology;

(ii) a physician who is employed by the federal 

government in the state and certified or eligible for certi­

fication in psychiatry by the American Board of Psychiatry 

and Neurology;

(iii) a psychologist licensed under AS 08.86; or

(iv) a person who works in conjunction with one or

more licensed mental health care providers and has a mas­

ter's or doctoral degree in psychology, *nursing, or social 

work, and is employed by the same health care facility 

providing treatment.

* Sec. 2. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.365, 

a [A] person may not practice or permit unfair discrimination against 

a person who provides a service covered under a group disability

policy that extends coverage on an expense incurred basis, or under a

,  1
group service or indemnity type contract issued by a nonprofit corpo­

ration, if the service is within the scope of the provider's occupa­

tional license. In this subsection, "provider" means a state licensed 

physician, dentist, osteopath, optometrist, chiropractor, or nurse 

midwife.

* Sec. 3. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the 

provisions contained or referred to previously in this chapter, the 

following chapters and provisions of this title also apply with re­

spect to service corporations to the extent applicable and not in 

conflict with the express provisions of this chapter and the 
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reasonable implications of the express provisions, and for the pur­

poses of the application the corporations shall be considered to be 

mutual "insurers":

4
(1) AS 21.03

5
(2) AS 21.06

6
(3) AS 21.09, except AS 21.09.090

7
(4) AS 21.18.010

8
(5) AS 21.18.030

9
(6) AS 21.18.040

10
(7) AS 21.18.120

11
(8) AS 21.21.321

12
(9) AS 21.36

13
(10) AS 21.69.400

14
(11) AS 21.69.520

15
(12) AS 21.69.600, 21.69.620, and 21.69.630

16
(13) AS 21.78

17
(14) AS 21.90

18
(15) AS 21.42.345 - 21.42.365 [AS 21.42.345

19
(16) AS 21.8(9.040 •

20
(17) AS 21.89.060.

j * Sec. 4. AS 21.42.365, enacted by sec. 1 of this Act, applies to group

2 2
disability insurance policies and hospital or medical service subscriber

23
contracts entered into or renewed after January 1, 1988.

24

25

26

27

28

29
—
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Introduced: 1/19/97
Referred: Health, Education and Social

Services and Finance
5-0356A

IN THE SENATE BY F A I K S  AND KERTTULA

SENATE B I L L  NO.  6 7  

I N  THE L E G I S L A T U R E  OF THE S T A T E  OF ALASKA 

F I F T E E N T H  L E G I S L A T U R E  -  F I R S T  S S I O N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  f o r  t h e  t r e a t ­

m e n t  o f  a  m e n t a l  o r  n e r v o u s  c o n d i t i o n . "

8 BE I T  ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF AL ASKA:

9 *  S e c t i o n  1 .  AS 2 1 . 4 2  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

10 S e c .  2 1 . 4 2 . 3 6 5 .  COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS

1 1 C O N D I T I O N .  ( a )  A n  i n s u r e r  a u t h o r i z e d  u n d e r  AS 2 1 . 0 9  t o  a r f e r ,  i s s u e

1 2  f o r  d e l i v e r y ,  d e l i v e r ,  o r  r e n e w  a  d i s a b i l i t y  i n s u r a n c e  p o l i c y  f o r

13 m a j o r  m e d i c a l  c o v e r a g e  o n  a n  e x p e n s e - i n c u r r e d  b a s i s  i n  t h e  s t a t e ,  o r  a

14 h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  a u t h o r i z e d  u n d e r  AS 2 1 . 8 7  t o

15 o f f e r  o r  r e n e w  a  s u b s c r i b e r ’ s  c o n t r a c t  f o r  m a j o r  m e d i c a l  c o v e r a g e  i n

16 t h e  s t a t e ,  s h a l l  o f f e r  t h e  i n s u r e d  o r  s u b s c r i b e r  a n  o p t i o n  t o  r e c e i v e

17  t h e  f o l l o w i n g  c o v e r a g e  f o r  t r e a t m e n t  o f  a  m e n t a l  o r  n e r v o u s  c o n d i t i o n

18 o f  t h e  i n s u r e d ,  s u b s c r i b e r ,  o r  o t h e r  p e r s o n  c o v e r e d  b y  t h e  p o l i c y  o r

19  c o n t r a c t :

2 0  ( 1 )  4 5  d a y s  a  y e a r  o f  i n p a t i e n t  t r e a t m e n t  f o r  e a c h  c o v e r e d

2 1  i n d i v i d u a l ;

2 2  ( 2 )  a  t o t a l  o f  5 0  h o u r s  a  y e a r  o f  o u t p a t i e n t  t r e a t m e n t  o r

2 3  o f f i c e  v i s i t s  f o r  e a c h  c o v e r e d  i n d i v i d u a l ,  a c c u m u l a t e d  i n  a n y  i n c r e -

2 4  m e n t s  o f  t i m e .

2 5  ( b )  T h e  i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  o f f e r i n g  c o v e r a g e  u n d e r

2 6  t h i s  s e c t i o n  m a y  i m p o s e  r e a s o n a b l e  c o n t r a c t  l i m i t a t i o n s ,  b u t  m a y  n o t

2 7  r e q u i r e  t h a t  t h e  i n s u r e d  o r  s u b s c r i b e r  p a y  a  h i g h e r  d e d u c t i b l e  o r

2 8  c o - p a y m e n t  f o r  t h e  c o s t  o f  t r e a t i n g  a  m e n t a l  o r  n e r v o u s  c o n d i t i o n  t h a n

2 9  f o r  t h e  c o s t  o f  t r e a t i n g  a n o t h e r  c o n d i t i o n  o r  i l l n e s s .
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1 ( c )  I f  a n  i n s u r e d  o r  a  s u b s c r i b e r  d e c l i n e s  t h e  c o v e r a g e  o f f e r e d

2 u n d e r  t h i s  s e c t i o n ,  t h e  i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  m a y  o f f e r  t h e

3 i n s u r e d  o r  s u b s c r i b e r  o t h e r  c o v e r a g e  f o r  t r e a t i n g  a  m e n t a l  o r  n e r v o u s

4  c o n d i t i o n .

5 ( d )  I n  t h i s  s e c t i o n

6 ( 1 )  " c o - p a y m e n t "  m e a n s  t h e  p o r t i o n  o f  t h e  c o s t  t o  b e  p a i d

7 b y  t h e  i n s u r e d  o r  s u b s c r i b e r ;

8 ( 2 )  " c o s t "  m e a n s  t h e  l e s s e r  o f  t h e  f o l l o w i n g :

9 ( A )  t h e  a c t u a l  c h a r g e  f o r  t h e  t r e a t m e n t  r e c e i v e d  f o r  a

1 0  m e n t a l  o r  n e r v o u s  c o n d i t i o n ;  o r

1 1  ( B )  t h e  u s u a l ,  c u s t o m a r y  a n d  r e a s o n a b l e  c h a r g e  f o r  t h e

12  t r e a t m e n t ;

13  ( 3 )  " i n p a t i e n t  t r e a t m e n t "  m e a n s  c o n t i n u o u s  t r e a t m e n t  d u r i n g

1 4  a  2 4 - h o u r  p e r i o d  i n  f t

1 5  ( A )  t h e  p s y c h i a t r i c  u n i t  o f  a  g e n e r a l  h o s p i t a l  t h a t  i s

16 e i t h e r  l i c e n s e d  u n d e r  AS 1 8 . 2 0  o r  l o c a t e d  a n d  l i c e n s e d  i n  a n o t h e r

17  s t a t e ;

1 8  ( B )  a  p s y c h i a t r i c  h o s p i t a l  t h a t  i s  e i t h e r  l i c e n s e d

19  u n d e r  AS 1 8 . 2 0  o r  l o c a t e d  a n d  l i c e n s e d  i n  a n o t h e r  s t a t e ;  o r

2 0  ( C )  a  b > p i t a l  t h a t  i s  l o c a t e d  i n

2 1  ( i )  t h e  s t a t e  a n d  s p e c i f i c a l l y  e x e m p t  u n d e r

2 2  AS 1 8 . 2 0 . 0 2 0  f r o m  t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

2 3  o r

2 4  ( i i )  a n o t h e r  s t a t e  a n d  s p e c i f i c a l l y  e x e m p t  f r o m

2 5  t h e  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;

2 6  ( 4 )  " m a j o r  m e d i c a l  c o v e r a g e "  m e a n s  a  d i s a b i l i t y  i n s u r a n c e

2 7  c o n t r a c t ,  o r  a  s u b s c r i b e r  c o n t r a c t ,  t h a t  p r o v i d e s  b e n e f i t s  f o r  h o s p i -

2 8  t a l  a n d  m e d i c a l  c a r e  w i t h  p o t e n t i a l  l i f e t i m e  m a x i m u m  b e n e f i t s  f o r  t h e

2 9  i n s u r e d  o r  s u b s c r i b e r  o f  a t  l e a s t  $ 1 0 , 0 0 0 ;
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1 ( 5 )  " m e n t a l  o r  n e r v o u s  c o n d i t i o n "  m e a n s  a  m e n t a l  d i s o r d e r

2  i d e n t i f i e d  i n

3 ( A )  t h e  D i a g n o s t i c  a n d  S t a t i s t i c a l  M a n u a l  o f  M e n t a l

4  D i s o r d e r s  ( T h i r d  E d i t i o n )  p u b l i s h e d  b y  t h e  A m e r i c a n  P s y c h i a t r i c

5 A s s o c i a t i o n ;  o r

6 ( B )  t h e  1 C D - 9 - C M  ( F i r s t  E d i t i o n )  p u b l i s h e d  b y  t h e

7 C o m m i s s i o n  o n  P r o f e s s i o n a l  a n d  H o s p i t a l  A c t i v i t i e s ;

8 ( 6 )  " o f f i c e  v i s i t "  m e a n s  t r e a t m e n t  t h a t  i s  n o t  i n p a t i e n t

9 t r e a t m e n t  o r  o u t p a t i e n t  t r e a t m e n t  a n d  t h a t  i s  p r o v i d e d  b y

1 0  ( A )  a  p s y c h i a t r i s t  w h o  i s  l i c e n s e d  a s  a  p h y s i c i a n  i n

1 1  t h e  s t a t e  a n d  c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,  i n  p s y -

1 2  c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  a n d  N e u r o l o g y ;

13  ( B )  a  p h y s i c i a n  w h o  i s  e m p l o y e d  b y  t h e  f e d e r a l  g o v e r n -

1 4  m e n t  i n  t h e  s t a t e  a n d  c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n  i n

1 5  p s y c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  a n d  N e u r o l o g y ;  o r

14  ( C )  a  p s y c h o l o g i s t  o r  p s y c h o l o g i c a l  a s s o c i a t e  l i c e n s e d

1 7  u n d e r  AS 0 8 . 8 6 ;

18  ( 7 )  " o u t p a t i e n t  t r e a t m e n t "  m e a n s  t r e a t m e n t  t h a t  i s  n o t

19  i n p a t i e n t  t r e a t m e n t  a n d  t h a t  i s  p r o v i d e d

2 0  ( A )  i n  t h e  o u t p a t i e n t  d e p a r t m e n t  o f

2 1  ( i )  a  h o s p i t a l  t h a t  i s  l i c e n s e d  u n d e r  AS 1 8 . 2 0  o r

2 2  t h a t  i s  s p e c i f i c a l l y  e x e m p t  u n d e r  AS 1 8 . 2 0 . 0 2 0  f r o m  t h e

2 3  l i c e n s i n g  r e q u i r e m e n t s  o f  t h e  s t a t e ;

2 4  ( i i )  a  h o s p i t a l  t h a t  i s  l o c a t e d  i n  a n o t h e r  s t a t e

2 5  a n d  t h a t  i s  e i t h e r  l i c e n s e d  o r  s p e c i f i c a l l y  e x e m p t  f r o m  t h e

2 6  l i c e n s i n g  r e q u i r e m e n t s  o f  t h a t  s t a t e ;  o r

2 7  ( i i i )  a n  e n t i t y  t h a t  i s  d e s i g n a t e d  b y  t h e  D e p a r t -

2 8  m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  a s  t h e  o r g a n i z a t i o n a l

2 9  u n i t  i n  a  g e o g r a p h i c a l  a r e a  t o  r e c e i v e  f u n d s  u n d e r
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1 AS 4 7 . 3 0 . 5 2 0  -  4 7 . 3 0 . 6 2 0 ;  a n d

2  ( B )  b y  o n e  o r  m o r e  o f  t h e  f o l l o w i n g ,  o r  b y  a  p e r s o n

3 w h o  i s  u n d e r  t h e  d i r e c t  s u p e r v i s i o n  o f  o n e  o r  m o r e  o f  t h e  f o l l o w -

4  i n g ,  h a s  a  m a s t e r ' s  o r  d o c t o r a t e  d e g r e e  i n  p s y c h o l o g y ,  n u r s i n g ,

5 o r  s o c i a l  w o r k ,  a n d  i s  e m p l o y e d  b y  t h e  s a m e  h e a l t h  c a r e  f a c i l i t y

6 a s  t h e  p e r s o n  o r  p e r s o n s  p r o v i d i n g  t h e  d i r e c t  s u p e r v i s i o n ,

7 ( i )  a  p s y c h i a t r i s t  w h o  i s  l i c e n s e d  a s  a  p h y s i c i a n

8 i n  t h e  s t a t e  a n d  c e r t i f i e d ,  o r  e l i g i b l e  f o r  c e r t i f i c a t i o n ,

9 i n  p s y c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y  a n d  N e u -

1 0  r o l o g y ;

1 1  ( i i )  a  p h y s i c i a n  w h o  i s  e m p l o y e d  b y  t h e  f e d e r a l

1 2  g o v e r n m e n t  i n  t h e  s t a t e  a n d  c e r t i f i e d  o r  e l i g i b l e  f o r  c e r t i -

13  f i c a t i o n  i n  p s y c h i a t r y  b y  t h e  A m e r i c a n  B o a r d  o f  P s y c h i a t r y

14  a n d  N e u r o l o g y ;  o r

1 5  ( i i i ) a  p s y c h o l o g i s t  l i c e n s e d  u n d e r  AS 0 8 . 8 6 .

1 6  *  S e c .  2 .  AS 2 1 . 3 6 . 0 9 0 ( d )  i s  a m e n d e d  t o  r e a d :

1 7  ( d )  E x c e p t  t o  t h e  e x t e n t  n e c e s s a r y  t o  c o m p l y  w i t h  AS 2 1 . 4 2 . 3 6 5 ,

1 8  a  [ A ]  p e r s o n  m a y  n o t  p r a c t i c e  o r  p e r m i t  u n f a i r  d i s c r i m i n a t i o n  a g a i n s t

1 9  a  p e r s o n  w h o  p r o v i d e s  a  s e r v i c e  c o v e r e d  u n d e r  a  g r o u p  d i s a b i l i t y

2 0  p o l i c y  t h a t  e x t e n d s  c o v e r a g e  o n  a n  e x p e n s e  i n c u r r e d  b a s i s ,  o r  u n d e r  a

2 1  g r o u p  s e r v i c e  o r  i n d e m n i t y  t y p e  c o n t r a c t  i s s u e d  b y  a  n o n p r o f i t  c o r p o -

2 2  r a t i o n ,  i f  t h e  s e r v i c e  i s  w i t h i n  t h e  s c o p e  o f  t h e  p r o v i d e r ' s  o c c u p a -

2 3  t i o n a l  l i c e n s e .  I n  t h i s  s u b s e c t i o n ,  " p r o v i d e r "  m e a n s  a  s t a t e  l i c e n s e d

2 4  p h y s i c i a n ,  d e n t i s t ,  o s t e o p a t h ,  o p t o m e t r i s t ,  c h i r o p r a c t o r ,  o r  n u r s e

2 5  m i d w i f e .

2 6  *  S e c .  3 .  AS 2 1 . 8 7 . 3 4 0  i s  a m e n d e d  t o  r e a d :

2 7  S e c .  2 1 . 8 7 . 3 4 0 .  OTHER P R O V I S I O N S  A P P L I C A B L E .  I n  a d d i t i o n  t o  t h e

2 8  p r o v i s i o n s  c o n t a i n e d  o r  r e f e r r e d  t o  p r e v i o u s l y  i n  t h i s  c h a p t e r ,  t h e

2 9  f o l l o w i n g  c h a p t e r s  a n d  p r o v i s i o n s  o f  t h i s  t i t l e  a l s o  a p p l y  w i t h

I
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1 r e s p e c t  t o  s e r v i c e  c o r p o r a t i o n s  t o  t h e  e x t e n t  a p p l i c a b l e  a n d  n o t  i n

2 c o n f l i c t  w i t h t h e e x p r e s s  p r o v i s i o n s  o f  t h i s  c h a p t e r  a n d  t h e  r e a s o n -

3 a b l e i m p l i c a t i o n s o f  t h e  e x p r e s s  p r o v i s i o n s ,  a n d  f o r  t h e  p u r p o s e s  o f

4 t h e a p p l i c a t i o n  t h e  c o r p o r a t i o n s  s h a l l  b e  c o n s i d e r e d  t o  b e  m u t u a l

5 " i n s u r e r s ' :

6 ( 1 ) AS 2 1 . 0 3

7 ( 2 ) AS 2 1 . 0 6

8 ( 3 ) AS 2 1 . 0 9 ,  e x c e p t  AS 2 1 . 0 9 . 0 9 0

9 ( 4 ) AS 2 1 . 1 8 . 0 1 0

1 0 ( 5 ) AS 2 1 . 1 8 . 0 3 0

11 ( 6 ) AS 2 1 . 1 8 . 0 4 0

1 2 ( 7 ) AS 2 1 . 1 8 . 1 2 0

1 3 ( 8 ) AS 2 1 . 2 1 . 3 2 1

14 ( 9 ) AS 2 1 . 3 6

15 ( 1 0 ) AS 2 1 . 6 9 . 4 0 0

16 ( I D AS 2 1 . 6 9 . 5 2 0

17 ( 1 2 ) AS 2 1 . 6 9 . 6 0 0 ,  2 1 . 6 9 . 6 2 0 ,  a n d  2 1 . 6 9 . 6 3 0

18 ( 1 3 ) AS 2 1 . 7 8

19 ( 1 4 ) AS 2 1 . 9 0

2 0 ( 1 5 ) AS 2 1 . 4 2 . 3 4 5  -  2 1 . 4 2 . 3 6 5  TAS 2 1 . 4 2 . 3 4 5  AND 2 1 . 4 2 . 3 5 5 ]

2 1 ( 1 6 ) AS 2 1 . 8 9 . 0 4 0

2 2 ( 1 7 ) AS 2 1 . 8 9 . 0 6 0 .

2 3 *  S e c . 4 .  AS 2 1 . 4 2 3 6 5 ,  e n a c t e d  b y  s e c .  1  o f  t h i s  A c t ,  a p p l i e s  t o

2 4 d i s a b i l i t y  i n s u r a n c e  p o l i c i e s  a n d  t o  h o s p i t a l  o r  m e d i c a l  s e r v i c e  s u b s c r i b e r

2 5 c o n t r a c t s e n t e r e d  i n t o o r  r e n e w e d  a f t e r  J a n u a r y  1 ,  1 9 8 8 .
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