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O r i g i n a l  s p o n s o r ( s ) : H E S S  C o m m i t t e e

IN  THE HOUSE BY THE FINANCE COMMITTEE 

CS FOR HOUSE B IL L  NO. 274 (F in an ce)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A B IL L

For an A ct e n t it le d : "An A ct r e la t in g  to p s y c h o lo g is ts ' s e rv ic e s  under the

s ta te  m edical a s s is ta n c e  program; and re o rd e rin g  the 

p r io r i t ie s  fo r  e lim in a tin g  coverage under M e d ica id ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e ctio n  1. AS 47 . 07. 030(b)  i s  amended to read :

(b) In  a d d it io n  to the mandatory s e rv ic e s  s p e c if ie d  in  (a ) o f 

t h is  s e c t io n , the department may o f fe r  on ly the fo llo w in g  o p tio n a l 

s e r v ic e s : case management and n u t r it io n  s e rv ic e s  fo r  pregnant women;

p erso n al care  s e rv ic e s  in  a r e c ip ie n t 's  home; emergency' h o s p ita l 

s e r v ic e s ; long-term  care  n o n in s t itu t io n a l s e r v ic e s ; m edical su p p lie s  

and equipment; c l i n i c  s e r v ic e s ; in p a tie n t  p s y c h ia t r ic  f a c i l i t y  s e r ­

v ic e s  fo r  in d iv id u a ls  age 65 or o ld e r and in d iv id u a ls  under age 21; 

p re scrib e d  drugs; c l i n i c a l  s e rv ic e s  o f a p sy ch o lo g ist lic e n s e d  by the 

Board o f P sy c h o lo g ist and P sy c h o lo g ic a l A sso c ia te  Exam in ers; p h y s ic a l

th e ra p y ; o ccu p atio n al th e ra p y ; c h iro p ra c t ic  s e r v ic e s ; treatm ent o f 

speech, h e a rin g , and language d is o rd e rs ; a d u lt d en tal s e r v ic e s ; p ro s­

t h e t ic  d evices and e ye g la sse s ; o p to m e trists ' s e r v ic e s ; in te rm e d ia te  

care  f a c i l i t y  s e r v ic e s , in c lu d in g  in term ed iate  care f a c i l i t y  s e rv ic e s  

fo r  the m e n ta lly  re ta rd e d ; s k i l le d  nu rsin g  f a c i l i t y  s e rv ic e s  fo r  

in d iv id u a ls  under age 21 ; and reasonable  tra n s p o rta t io n  to and from 

the p o in t o f m edical c a re .

*  Sec.  2.  AS 47.07.035 i s  amended to re a d :.

Sec.  47 . 07 . 035 .  PRIORITY OF MEDICAL ASSISTANCE. I f  the d e p a rt­

ment f in d s  th a t the co st o f m edical a s s is ta n c e  fo r  a l l  persons

-1- CSHB 2 7 4 (F in )
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e l i g i b l e  u n d e r  this c h a p t e r  w i l l  e x c e e d  t h e  a m o u n t  a l l o c a t e d  i n  the 

s t a t e  b u d g e t  for that a s s i s t a n c e  f o r  the f i s c a l  year, the d e p a r t m e n t  

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

e l i g i b l e  g r o u p s  of  i n d i v i d u a l s  in the f o l l o w i n g  order:

(1) c l i n i c a l  s e r v i c e s  o f  a p s y c h o l o g i s t  l i c e n s e d  b y  the 

B o a r d  o f  P s y c h o l o g i s t  a n d  P s y c h o l o g i c a l  A s s o c i a t e  E x a m i n e r s ;

(2) c h i r o p r a c t i c  s e r v i c e s ;

[(2) A D U L T  D E N T A L  S E R V I C E S ] ;

(3) e m e r g e n c y  h o s p i t a l  s e r v i c e s ;

(4) t r e a t m e n t  o f  speech, h e a r i n g ,  a n d  l a n g u a g e  d i s o r d e r s ;

(5) o p t o m e t r i s t s '  s e r v i c e s  a n d  e y e g l a s s e s ;

(6) o c c u p a t i o n a l  t h erapy;

(7) p r o s t h e t i c  d e vices;

(8) m e d i c a l  s u p p l i e s  a n d  e q u i p m e n t ;

(9) c l i n i c  services;

(10) a d u l t  d e n t a l  services;

(11) p h y s i c a l  therapy;

(12) [(11)] p e r s o n a l  c a r e  s e r v i c e s  in a r e c i p i e n t ' s  home;

(13) [(12)] p r e s c r i b e d  drugs;

(14) [(13)] l o n g - t e r m  c a r e  n o n i n s t i t u t i o n a l  services;

(15) [(14)] i n p a t i e n t  p s y c h i a t r i c  f a c i l i t y  services;

(16) [(15)] i n t e r m e d i a t e  c a r e  f a c i l i t y  s e r v i c e s  f o r  the 

m e n t a l l y  retar d e d ;

(17) [(16)] i n t e r m e d i a t e  c a r e  f a c i l i t y  services;

(18) [(17)] p r e g n a n t  w o m e n ,  a n d  c h i l d r e n  f i v e  y e a r s  o f  age 

or y o u n g e r ,  w i t h  a  h o u s e h o l d  i n c o m e  t h a t  does n o t  e x c e e d  100 p e r c e n t  

of the f e d e r a l  p o v e r t y  level;

(19) [(18)] i n d i v i d u a l s  u n d e r  a g e  21 w h o  a r e  n o t  e l i g i b l e  

for b e n e f i t s  u n d e r  the f e d e r a l  a i d  to f a m i l i e s  w i t h  d e p e n d e n t  c h i l d r e n

C S H B  2 7 4 (Fin) -2-
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p r o g r a m  b e c a u s e  t h e y  are n o t  d e p r i v e d  o f  o n e  or m o r e  of t h e i r  n a t u r a l  

or a d o p t i v e  p a r e n t s ;

(20) [(19)] s k i l l e d  n u r s i n g  f a c i l i t y  s e r v i c e s  for p e r s o n s

u n d e r  a g e  21;

(21) [(20)] aged, bl i n d ,  a n d  d i s a b l e d  i n d i v i d u a l s  who,

b e c a u s e  t h e y  do n o t  m e e t  the i n c o m e  r e q u i r e m e n t s , do n o t  r e c e i v e

s u p p l e m e n t a l  s e c u r i t y  i n c o m e  u n d e r  T i t l e  X V I  o f  the S o c i a l  S e c u r i t y  

Act, b u t  w h o  a r e  eligible, or w o u l d . b e  e l i g i b l e  if  t h e y  w e r e  n o t  i n  a 

s k i l l e d  n u r s i n g  f a c i l i t y  or i n t e r m e d i a t e  c a r e  facility, to r e c e i v e  an 

o p t i o n a l  s t a t e  s u p p l e m e n t a r y  p a y m e n t ;

(22) [(21)] i n d i v i d u a l s  in a h o s p i t a l ,  s k i l l e d  n u r s i n g

f a c i l i t y ,  or  i n t e r m e d i a t e  care f a c i l i t y  w h o s e  in c o m e  w h i l e  in  the 

f a c i l i t y  do e s  n o t  e x c e e d  300 p e r c e n t  o f  the s u p p l e m e n t a l  s e c u r i t y  

i n c o m e  b e n e f i t  r a t e  u n d e r  T i t l e  X V I  o f  t h e  S o c i a l  S e c u r i t y  Act, b u t  

who, b e c a u s e  of  income, are n o t  e l i g i b l e  f o r  the o p t i o n a l  s t ate s u p­

p l e m e n t a r y  p a y m e n t ;

(23) [(22)] i n d i v i d u a l s  u n d e r  a g e  21 u n d e r  s u p e r v i s i o n  of

the d e p a r t m e n t ,  for w h o m  m a i n t e n a n c e  is b e i n g  p a i d  in w h o l e  or in p a r t  

f r o m  p u b l i c  m o n e y  a n d  w h o  are in f o s t e r  h o m e s  or p r i v a t e  c h i l d - c a r e  

i n s t i t u t i o n s . III
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House Bill No. 274

"An Act relating to psychologists' services under the state medical 
assistance program; and reordering the priorities for eliminating cover­

age under Medicaid.

This Act would amend AS 47.07.030(b) to add psychologists' services to 
che services available for needy persons who are eligible for Medicaid, 
and it would amend AS 47.07.035 to place this new coverage tenth in the 

priority listing of all optional Medicaid services authorized by the 

Legislature for Alaska.

Currently, there are 115 licensed psychologists in Alaska, all of whom 
would be eligible to enroll as Medicaid providers were House Bill No. 274 
to pass. A substantial number of these psychologists are already provid­

ing services to Medicaid recipients, and indirectly receiving Medicaid 
payments, in work settings such as physicians’ clinics or community 

mental health clinics where they are supervised by a physician or psychi­

atrist who is enrolled.

The Division of Medical Assistance has long believed that this situation 

is far from ideal, for these reasons:

(1) The Division has no evidence that the supervision requirement 
generally results in more effective, higher-quality care. 
However, there is a strong conviction, here and in other 
states' Medicaid agencies, that supervision increases the cost 

of care.

Many states have specified exactly how much and what types of 
supervision are required, but as a practical matter, there is 
no cost-effective way to enforce such rules, and there is 

considerable disagreement over whether such rules do in fact 
result in any measurable improvement in the care provided. 
Federal Medicaid rules allow for any type of M.D. to be a 

supervisor, so it's frequently the case that a general practi­
tioner, who may or may not have any formal training in psy­
chology, is being paid to consult with and guide a certified 
mental health professional. This may be helpful in cases in 
which a persons' mental problems are caused by or accompanied 

by physical problems, but in many cases, the only advantage in 
such a relationship is a financial one to the doctor, resulting 
in an unnecessary cost to the taxpayer

(2) Not only does the Division pay physicians for supervisory 
duties that may or may not enhance the quality of care, the 
"screening" effect in clinical settings which result from the 
supervision requirement means that Medicaid pays for services 
that are actually provided by any licensed person the supervi­

sor deems appropriate. This means that Medicaid pays the rate 

appropriate for a psychiatrist/M.D., but the patient often gets

m
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services from someone whose credentials would justify a lower 

rate.

House Bill No. 274 would enable the Division to directly enroll psycholo­
gists, which would allow the Division to better measure, monitor, and 
control the use and costs of psychologists' services. House Bill No. 274 

offers a good possibility of slightly lowering the costs per unit of 

services without decreasing the quality of the service.

From the provider's point of view, adding psychologists' services to 
Alaska's Medicaid Program would create equity between psychologists who 
practice independently and those who practice under the supervision of a 

physician or in a community mental health clinic.

From the Medicaid recipient's point of view, adding psychologists' 

services would make it easier to obtain care because it would increase 

the number of Alaska providers offering this service. It would also make 
it easier for them to directly access the person who gives them care, as 
they would no longer have to pass through a physician's examination or a 

clinic's screening process.

Position:

From the Department's perspective, House Bill No. 274 is a highly desir­

able bill that provides a simple solution to a long-standing and growing 
problem. The only objection we believe could be raised to House Bill No. 
274 is that it will result in new providers enrolling in Medicaid, which 

in turn means that more recipients may use these provider's services, 
which may increase the program costs. These costs are detailed in the 
Department's Fiscal Note. However, these same cost increases appear to 
be occurring to some degree already, and House Bill No. 274 would give us 

the administrative structure in which we could measure and control them.

The Department supports the passage of House Bill No. .

Recommended By:
Kim Busch, Director 
Division of Medical Assistance

Date: ^  3  —■ e"7 O

Approved By
Myra M/ Munson, CommissioneCommissioner 

Department of Health and 
Social Services

Date: 3 - / U -  ? o
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C O S T -S A U IN G S  A S  A R E SU LT  OF I . /THOTHERAPY
A n u mb e r  o f  s t u d i e s  h a v e  d i s c u s s e d  t h e  f a c t  t h a t  o v e r a l l  m e d i c a l  c o s t s  a r e  d r a m a t i c a l l y  r e d u c e d  o n e  y e a r  a f t e r  a p a t i e n t  h a s  b e e n  i n  p s y c h o t h e r a p y . T h e  f o l l o w i n g  a r e  a f e w  o f  t h o s e  s t u d i e s .  S p e c i f i c  r e f e r e n c e s  w i l l  be  p r o v i d e d  u p o n  r e q u e s t :

1 .  N i c h o l a s  C u m m i n g s ,  P h . D . ,  w i t h  K a i s e r - P e r m a n e n t e  m e n t a l  h e a l t h  p r o g r a m s  s t a t e d  i n  t h e  O c t o b e r  1 5 ,  1982 P s y c h  i a t r  i c  N ew- t h a t  " . . . D i s p i t e  t wo d e c a d e s  o f  r e s e a r c h . . . s h o w i n g  t h a t  b r i e f  p s y c h o t h e r a p y  d r a m a t i c a l l y  r e d u c e s  u t i l i z a t i o n  o f  o t h e r  m e d i c a l  r e s o u r c e s ,  p o l i c y m a k e r s  c o n t i n u e  t o  i g n o r e  t h e s e  f i n d i n g s  whe n ^ d e s i g n i n g  h e a l t h  c a r e  s y s t e m s . . . . "  He f o u n d  i n  h i s  s t u d y  t h a t  r e s o l v i n g  f i n a n c i a l  p r o b l e m s  o f  H MO ' s  w a s  do n e  " . . . b y  r e l y i n g  or b r i e f  p s y c h o t h e r a p y  t o  r e d u c e  t h e  h i g h  i n c i d e n c e  o f  u n n e c e s s a r y  m e d i c a l  c a r e  . . . . me d  i c a l  u t  i 1 i z a t  i on* d e c  1 i n e d  s i g n i f i c a n t l y — a nd s t a y e d  ‘ down f o r  t h e  •f»ive y e a r s  s t u d i  e d . . .  C a n d l . .  .am o u n 'g  p a t i e n t -  who c o m p l e t e d  b r i . e f  p s y c h o t h e r a p y , m e d i c a l  u t i l i z a t i o n  d r o p p e d  75 p e r c e n t . "  T h i s  w a s  s e e n  a s  i m p o r t a n t  w h e n ,  a s  he  i n d i c a t e d ,  " . . . 6 0  p e r c e n t  o f  a l l  p a t i e n t  c a r e  c o u l d  n o t  be a t t r i b u t e d  t o  ' o r g a n i c  i l l n e s s  b u . t . w a sr ^ d u e , i n s t e a d ,  t o  p s y c h o l o g i c a l  p r o b l e m s . "  P a t i e n t s  m a n y  t i m e s  r e p o r t e d  n o t  l i k i n g  t h e i r  t h e r a p i s t s ,  a n d  t h a t  t h e r a p y  d i d  n o t  h e l p  t h e m,  b u t  t h e y  d i d  d r a m a t i c a l l y  c h a n g e  t h e i r  o v e r a l l  me d i  : a l  o v e r u t i l i z a t i o n  a n d  nc l o n g e r  h a d  s y m p t o m s .  T h e r e  h a v e  b e e n  o v e r  28 r e p l i c a t i o n s  o f  t h e s e  s t u d i e s .  ~
2 .  I n  1 9 7 7  S t e n  a n d  Y o u n g  i n c o m p l e t i n g  a  M a s t e r s  d e g r e e  < M . S . W . ) ’ t h e s i s  a t  P o r t l a n d  S t a t e .  U n i v e r s i t y  f o u n d  t h a t  c l i n i c a  s o c i a l  w o r k  p s y c h o t h e r  a p y  o f  p a t i e n - t s  a t  K a i s e r  P e r m a n e n t e  i n  P o r t l a n d ,  h e l p e d  t o  s i g n i f i c a n t l y  r e d u c e  p a t i e n t  o v e r - u t i l i z a t i o n  o f  o t h e r  m e d i c a l  s e r v i c e s .  T h e r e  w a s  a  •: " . . . 4 7 .  I X  d e c r e a s e  i n  p h y s i c i a n  o f f i c e  v i s i t s ;  a 4 3 . 6Y. d e c r e a s e  i n  t h e  n u mb e r  o f  p h y s i c i a n s  s e e n  f o r  o f f i c e  v i s i t s ;  a  3 1 . 7V. d e c r e a s e  i n  t e l e p h o n e  c o n t a c t s ;  a  4 8 . 67. d e c r e a s e  i n  t h e  n u mb e r  o f  p r e s c r i p t i o n s  w r i t t e n ;  a 4 5 . 3 X d e c r e a s e  i n e m e r g e n c y  roomI
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v i s i t s ;  a 6 6 .7 /  d e c r e a s e  i n  - f r e q u e n c y  o f  h o s p  i t a l  i z a t  i o n s  a n d  a 7 7 .9 /  d e c r e a s e  i n  t h e  a v e r a g e  l e n g t h  o f  s t a y  i n  t h e  h o s p  i t a l  . . . i ri t e r v e n  t i on a p p e a r e d  t o  b e  p o s i t i v e l y  a s s o c a t e d  w i t h  an o v e r - a l l  c h a n g e  r a t e  o f  som e 5 3  p e r c e n t  "
3 .  J o n e s  a n d  V i  s c h i  ( 1 9 7 ? ) ,  i n r e v i e w i n g  t w e n t y - f i v e  ( 2 5 )  r e s e a r c h  p r o j e c t s ,  s h o w e d  t h a t  a f t e r  an i n d i v i d u a l  wa s  i n  p s y c h o t h e r a p y  r e d u c t i o n s  i n  m e d i c a l / s u r g i c a l  e x p e n d i t u r e s  a v e r a g e d  57% i n on e  s t u d y  t o  62/ i n  c u t - p a t i n t  m e d i c a l  v i s i t s  a n d  63% i n  i n - p a t i e n t  c a r e .
4 .  A K a i s e r - P e r m a n e n t e  s t u d y  o f  152 p a t i e n t s  s h o we d  t h a t  o v e r  a f i v e  y e a r  p e r i o d  t h e r e  w a s  a r e d u c t i o n  i n  o u t - p a t i e n t  v i s i t s  o f  62% a n d  68% f o r  i n - p a t i e n t s .  T h e  m o s t  i m p o r t a n t  a s p e c t  o f  t h i s  s t u d y  i s  t h a t  t h e  m a t c h e d  n o n - t r e a t m e n t  c o n t r o l s ,  a l s o  a  p s y c h o l o g i c a l !  d i s t r e s s e d  g r o u p ,  s h o w e d  n o  c h a n g e  i n  t h e i r  h e a l t h  c a r e  u t i l i z a t i o n  o v e r  t h e  sam e f i - » e  y e a r  p e r i o d .
5 .  A W e s t  G e r ma n  s t u d y  u t i l i s i n  « a  f i v e  y e a r  f o l l o w - u p  p e r i o d  a f t e r  m e n t a l  h e a l t h  t r e a t m e n t  f o u n d '  an 35% r e d u c t i o n  i n i n - p a t  i ' e nt  u t  i 1 i z a t j i  on . ’
6 .  O t h e r  s t u d i e s  i n d i c a t e d  t h a t  w a i t i n g  l i s t ,  n o n - t r e a t e d ,  g r o u p s  d e m o n s t r a t e d  t h e  h i g h e s t  l e v e l s  o f  m e d i c a l  c a r e  o v e r - u t i l i z a t i o n ,  w i t h  e v e n  i n c r e a s e s  s e e n  i n t h e i r  r e q u e s t  f o r  mo r e  d o c t o r s  a p p o i n t m e n t s  a n d  h o s p i t a l i z a t i o n s .  O t h e r  f i n d i n g s  r e v e a l e d  t h a t  e v e n  o n e  p s y c h o t h e r a p y  s e s s i o n  w a s  e f f e c t i v e  i n  r e d u c 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 .  H o w e v e r ,  g r e a t e r  r e d u c t i o n s  i n  m e d i c a l  u t i l i z a t i o n  r a t e s  w e r e  n o t e d  w i t h  i n c r e a s i n g  f r e q u e n c y  o f  p s y c h o t h e r p y  c o n t a c t s .  W e e k l y  t h e r a p y  s e s s i o n s . p a r t i c u l a r l y  on a s h o r t - t e r m  b a s i s  o f  12 s e s s i o n s ,  l e a d  t o  t h e  g r e a t e s t  p s y c h o t h e r a p e u t i c  b e n e f i t s .
7 .  R e s e a r c h  c o n d u c t e d  b y  B l u e  C r o s s / B l u e  S h i e l d ,  r e p o r t e d  i n  t h e  Ne w Y o r k  T i m e s  a n d  b y  t h e  P s y c h o t h e r a e y  i n P r i v a t e  P r a c t i c e  J o u r n a l  , w i t h  j o i n t  s p o n s o r s h i p  b y  t h e  N a t i o n a l  I n s t i t u t e s  o f  M e n t a l  H e a l t h ,  f o u n d  t h a t  " . .  . p s y c h o t h e r a p y  c a n
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s i g n i f i c a n t l y  r e d u c e  h o s p i t a l  c o s t s  f o r  p h y s i c a l  a i l m e n t s  am ong p e o p l e  w i t h  h e a r t  d i s e a s e — i s c h e m i c  a n d  h y p e r t e n s i v e , a i r - f l o w  l i m i t a t i o n s  d i s e a s e  a n d  d i a b e t e s . "  t h e  f i n d i n g s  i n d i c a t e d  " . . . t h a t  p e o p l e  who h a d  a t  l e a s t  7 v i s i t s  o f  o u t - p a t i e n t  p s y c h o t h e r a p y  a f t e r  t h e  d i a g n o s i s  o f  o n e  o f  t h e s e  4 d i s e a s e s  i n c u r r e d  c o s t s  f o r  m e d i c a l  s e r v i c e s  t h a t  w e r e  66'/. l o w e r  t h a n  t h e  c o s t s  f o r  t h o s e  who d i d  n o t  h a v e  p s y c h o t h e r a p y . . . . T h e y  f o u n d  t h a t  p s y c h o t h e r a p y  w a s  m o s t  e f f e c t i v e  whe n i t  i n v o l v e d  m o d e r a t e  a m o u n t s  o f  o u t - p a t i e n t  v i s i t s  r a n g i n g  f r o m  7 t o  2 0 . "
> 8 .  A U n i v e r s i t y  o f  C o l o r a d o  s t u d y  r e p o r t e d  i n  t h e  S e p t e m b e r  2 1 ,  1 98 4  P s y c h i a t r i c  Me ws  r e v i e w e d  c l a i m s  f o r  B l u e  C r o s s / B l u e  S h i e l d  p a t i e n t s .  ' The  f i n d i n g s  i n d i c a t e d  t h a t  p s y c h o t h e r a p y  s i g n i f i c a n t l y  r e d u c e d  m e d i c a l  s e r v i c e s ,  a n d  p a r t i c u l a r l y  i n p a t i e n t  s e r v i c e s .  " . . . a f t e r  m e n t a l  h e a l t h  t r e a t m e n t ,  i n p a t i e n t  h o s p i t a l i z a t i o n s  w e r e  a p p r o x i m a t e 1y 1 . 5  d a y s  s h o r t e rt h a n  t h o s e  o f  t h e  c o n t r o l  g r o u p ' s  a v e r a g e  o f  8 . 7  d a y s  T h ea v e r a g e  c h a n g e  a f t e r  p s y c h o t h e r a p y  w a s  - 7 3 . 4  p e r c e n t  f o ri n p a t i e n t  a n d  - 2 2 . 6  p e r c e n t  f o r  o u t p a t i e n t  c a r e  A f t e r  t h ei n i t i a l  y e a r ,  t h e  p s y c h o t h e r a p y  g r o u p  h a d  s i g n i f i c a n t l y  l o w e r  i n p a t i e n t  m e d i c a l  c a r e  c o s t s  i n e a c h  o f  t h e  o t h e r  f o u r  y e a r s  a n a l y z e d . "

9 .  Emi * l y  M u m f o r d ,  i P h i . D . '  i n t h e  O c t o b e r ,  1 9 8 4  i s s u e  o f - t h e  • A m e r i c a n  J o u r n a l  o f  P s y h i a t r y  p r e s e n t e d  h e r  f i n d i n g s  o f  r e v i e w i n g  o v e r  58 r e s e a r c h  p r o j e c t s  on p s c h o t h e r a p y . T h e  r e s u l t s  d e m o n s t r a t e d  t h a t  p a t i e n t  c o s t s  d r o p p e d  d r a m a t i c a l l y  a f t e r  i n v o l v e m e n t  i n  p s y c h o t h e r a p y . A g a i n  t h e r e  w e r e  s i g n i f i c a n t  r e d u c t i o n s  i n  i n - p a t i e n t  s t a y s ,  f o r  m e d i c a l  p r o b l e m s  f o r  t h o s e  p a t i e n t s  who r e c e i v e d  p s y c h o t h e r a p y .  " . . . 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 i 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  mo 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 . 6V. 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 . "
1 0 .  A s t u d y  r e p o r t e d  i n  P s y c h o t h e r a p y  F i n a n c e s  i n  1 983 r e p o r t e d  i n  f i n d i n g s  b y  t h e  U .  S .  S t e e l  C o m p a n y  t h a t  t h e r e  w a s  a  s a v i n o s  o f  $ 5 . 0 0  f o r  e v e r y  $ 1 . 0 0  s p e n t  on m e n t a l  h e a l t h  s e r v  i c e s .  P o l a r o i d  a n d  s e v e r a l  o t h e r  l a r g e  c o m p a n i e s  ha ve:  r e p o r t e d  s i m i l a r  r e s u l t s  a t  t h e  sam e t i m e .
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1 1 .  F e d e r a l  E m p l o y e e s  h e a l t h  i n s u r a n c e  p r o g r a m s ,  w h i c h  h a v e  g e n e r o u s  m e n t a l  h e a l t h  b e n e f i t s ,  s h o w e d  t h a t  on 1y 5 -  7/ o f  t h e  t o t a l  h e a l t h  c a r e  c o s t s  a r e  f o r  e m o t i o n a l  d i s o r d e r s .
1 2 .  S t u d i e s  a t  t he  l o c a l  HMO, S e l e c t C a r e ,  i n  s t u d y i n g  31 P h . D .  a n d  M . S . U I .  p r o v i d e r s ,  i n c o m p u t e r  a n a l y s i s  o f  r e c o r d s  d e m o n s t r a t e d  t h a t  t h e  a v e r a g e  n u mb e r  o f  v i s i t s  o v e r  a 3 y e a r  p e r i o d  w a s  on 1y 5 . 4  v i s i t s  f o r  a l l  p r o v i d e r s .  A y e a r  l a t e r  i t  w a s  4 . 3  v i s i t s .  T h e  a n a l y s i s  a l s o  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 v e r y  s m a l l  p a r t  o f  t h e i r  b e n e f i t  p a c k a g e ,  i . e . ,  7/1 O t h  o f  I X  o f  t h e i r  e n t i r e  b u d g e t .I
1 3 .  I n  1 9 7 7  t h e r e  w e r e  1 1 S , 7 6 7  p a t i e n t  c o n t a c t s  w i t h  45 p h y s i c i a n s  a t  T h e  E u g e n e  H o s p i t a l  a n d  C l i n i c .  O f  t h e s e  o u t - p a t i e n t s  on 1 y 2 , 9 0 0 ,  o r  2 .4 4 '/  w e r e  d i a g n o s e d  a s  h a v i n g  m e n t a l  o r  e m o t i o n a . l  d i s o r d e r s  b y  t h e  p h y s i c i a n s .

I 11 4 .  T h e  G r o u p  h e a l t h  A s s o c i a t i o n  o f  W a s h i n g t o n ,  D . C .  , sh o w e d ' a r e d u c t i o n  i n  u s a g e  o f  g e n e r a l  m e d i ' c a l  c a r e  b y  a s  muc h a s  3 0 . 7'/., a n d  a  2 9 .  SZ d r o p  i r> L>ab a n d  X - r a y  u s e  t h e  y e a r  a f t e r  • . p s y c h o t h e r a p y  s e r v i c e s  w e r e  r e c e i v e d .
1 • .1 5 .  K a i s e r  P l a n  o f  C a l i f o r n i a  s a v e d  2 5 0 . 0 0 / y r ,  i n t h e  f o l l o w i n g  y e a r ,  f o r  e a c h  p a t i e n t  who r e c e i v e d  p s y c h o t h e r a p y  s e r v i c e s .

2 0 .  B l u e  C r o s s  o f  W e s t e r n  P e n n s y l v a n i a  n o t e d  a 5 0 /  d e c  1 i ne i n m o n t h l y  c o s t s  p e r  p a t i e n t  i n t h e  u s e  o f  m e d i c a l - s u r g i c a l  p r o c e d u r e s / s e r v i c e s  f o r  t h o s e  p a t i e n t s  who h a d  r e c e i v e d  p s y c h o t h e r a p y  s e r v i c e s .
2 1 .  S t u d i e s  o f  c o v e r a g e  o f  c l i n i c a l  s o c i a l  wo r k  p s y c h o t h e r p y  s e r v i c e s  i n  p r i v a t e  h e a l t h  i n s u r a n c e  p r o g r a m s  i n  new Y o r k  S t a t e  o n l y  c o s t s  $ 0 . 0 0  -  $ 0 . 1 5  p e r  m o n t h / p r e m i u m  <NASW i n W a s h i n g t o n
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D . C .  s t u d / ) .
2 2 .  A 1 972 s t u d y  i n W e s t  G e r m a n y  o f  I n s u r a n c e  c o v e r a g e  f o r  1 , 0 0 4  p a t i e n t s ,  a l s o  i n  a f i v e  y e a r  f o l l o w - u p  s t u d y ,  who h a d  a v e r a g e d  100 h o u r s  o f  p s y c h o t h e r a p y  f o u n d  t h a t  81X f e l t  s t r o n g l y  t h e y  w e r e  h e l p e d  b y  t r e a t m e n t .  F u r t h e r ,  t h e i r  h o s p i t a l  r a g e  u s a g e  wa s  r e d u c e d  t o  0 . 7 8  h o s p i t a l  d a y s / y e a r .  P r e - t r e a t m e n t  u s a g e  a v e r a g e d  5 . 3  d a y s / y e a r ,  w i t h  t h e  g e n e r a l  p o p u l a t i o n  a v e r a g e  b e i n g  2 . 5  d a y s / y e a r .  T h i s  i n c l u d e d  h o s p i t a l i z a t i o n  f o r  a n y  i 11 n e s s .
2 3 .  O t t o  J o n e s ,  M . S . W . ,  a c l i n i c a l  s o c i a l  w o r k e r ,  d e v e l o p e d  a m e n t a l  h e a l t h  p r o g r a m  f o r  e m p l o y e e s  a t  K e n n e c o t t  C o p p e r  i n  U t a h .  B e f o r e  t h e  p r o g r a m  e m p l o y e e s  a v e r a g e d  5 . 3  w o r k i n g  d a y s / m o n t h  a b s e n c e ,  w e e k l y  i n d e m n i t y  c o s t s  a v e r a g e d  $ 7 0  .o 7 / 'p e r  s o n / m o n th  , a n d  h o s p i t a l / m e d i c a l / s u r g i c a l  c o s t s  a v e r a g e d$ 1 0 9 . 0 4 / p e r s o n / m o n t h . One y e a r  a f t e r  p s y c h o t h e r a p y  s i g n i f i c a n t  r e d u c t i o n s  w e r e  n o t e d :  A b s e n t e e i s m  d e c r e a s e a  t o  a 2 . 9 3  a v e r a g ew o r k i n g  d a y s / m o n t h ,  w e e k l y  i n d e m n i t y  c o s t s  a v e r a g e d  2 5 . 3 3 / p e r s o n / m o n t h , a n d  h o s p i t a l / m e d / s u r g .  c o s t s  a v e r a g e d  '$ 5 6 . 9 1 / p e r  s o n / m o n t h  . T H I S  I S A  &*.%'/. R E D U C T IO N  I N A B S E N T E E I S M .  A 34.2*/. R ED U CTIO N  IN  WEEKLY I N D E M N I T Y . AND A 4 8 . 9 V:  RED U CTIO N  ‘ IN  HOSP . - M E D . - S U R G E R Y  C O S T S ! I Those"' 'emp 1 o y e e s  n o t  i n v o v e d  in p s y c h o t h e r a p y  t e n d e d , t o  g e t  w o r s e  a n d  sh o w e d  i n c r e a s e s  o f :  . 2.9M . i n c r e a s e  i n  a b s e n t e e i s m ,  a c o s t s ,  a nd  a  7 . 7 /  i n c r e a s e  c o s t s . 28.5/1  i n c r e a s e  i n  w e e k l y  i n  h o s p i t a l ,  m e d i c a l  a nd i ndemn i t y  s u r g i  c a l

2 4 .  A 1980 l e t t e r  f r o m  B l u e  C r o s s  o f  C a l i f o r n i a  i n d i c a t e d  t h a t  p s y c h o t h e r a p y  c o v e r a g e  f o r  c l i n i c a l  s o c i a l  w o r k e r s  i s  " . . . a  s m a l l  p a r t  o f  t h e i r  t o t a l  h e a l t h  c a r e  p a c k a g e . . .  C a n d ] . . .  h a v e  l i t t l e  i m p a c t  on t h e  t o t a l  r a t e s  f o r  h e a l t h  c o v e r a g e . "
2 5 .  A 1979 s t u d y  r e p o r t e d  i n  P s y c h i a t r i c  Ne ws  s t a t e s  t h a t  " . . . m e n t a l  h e a l t h  c l a i m s  <*re n o t  a  s u b s t a n t i a l  p o r t i o n  o f  t o t a l  c l a i m s  d o l l a r s . "  A g a i n  t h e  f i n d i n g s  w e r e  t h a t  o n l y  b e t w e e n  5 ' t c  7V. o f  t h e  c l a i m s  d o l l a r s  w e r e  p a i d  o u t  f o r  m e n t a l  h e a t h  c a r e  o f  a l l  t y p e s  i n c l u d i n g  i n p a t i e n t  s e r v i c e s .  I n  g e n e r a l  " . . . c o s t s  o f  m e n t a l  h e a l t h  c a r e . . . h a v e  l a g g e d  b e h i n d  t h e  i n c r e a s e s  i n o t h e rh e a l t h  s e r v  i c e s .
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•2 6 .  A 1 9 8 4  NIM H s t u d y  < AMA N e w s .  N o v e m b e r  9 ,  1984 ) j  w h i c h  i s  t h e  l a r g e s t  a n d  m o s t  c o m p r e h e n s i v e  s u r v e y  t o  d a t e  o f  m e n t a l  d i s o r d e r s  i n d i c a t e s  t h a t  2 0 X o f  a l l  a d u l t  A m e r i c a n s  s u f f e r s  f r o m a t  l e a s t  o n e  m e n t a l  d i s o r d e r .  S u c h  d i s o r d e r s  w e r e  e q u a l l y  d i v i d e d  b e t w e e n  m a l e s  a nd f e m a l e s .  H o w e v e r ,  o n l y  l / 5 t h  o f  t h o s e  s o  i d e n t i f i e d  e v e r  s a w a m e n t a l  h e a l t h  p r o f e s s i o n a l  f o r  t r e a t m e n t .  T h e  r e s t  w e r e  s e e n  b y  t h e i r  f a m i l y  p h y s i c i a n  o n l y  a n d  n e v e r  r e f e r r e d  f o r  s e r v c e s .
■ :-------------------------I2 7 .  A 1980 a r t i c l e  i n  A m e r i c a n  M e d i c a l  N e w s  < f Q / 1 0 / 3 4 )  s t a t e c  t h a t  " . . . A  p r e p a i d  m e n t a l  h e a l t h  c a r e  p r o g r a m . . .  a p p e a r s  a b l e  t o  c u t  h e a l h  e x p e n c e s . . . . "  A s  a r e s u l t  o f  t h i s  i n t e r v e n t i o n  a n d  c o s t - s a v i n g s , " . . . f o r  t he  f i r s t  t i m e  i n  t h r e e  y e a r s .  S t a t i o n e r s  C o r p .  d i d  n o t  h a v e  an i n c r e a s e  i n i t s  h e a l t h  i n s u r a n c ep r e m i ur n s . "

'2 3 . M c D o n n e 11 D o u g l a s  ( a n d  s e v e r a l  o t h e r  c o m p a n i e s  l i k e  X e r o s ,  H a l l m a r k  C a r d s ,  P i t n e y  B o w e s ,  a n d  IBM) i n  p r o v i d i n g  i n - h o u s e  1 m e n t a l  h e a l t h  s e r v i c e s  f o r  e m p l o y e e s  " c a l c u l a t e s  t h a t  i t  s a v e d  $ 4  m i l l *  i o n  o v e r  10 ^ ^ a r s " .  . . and  o t h e r  c o m p a n i e s  a l s o  r e p o r t  . l o w e r e d  c o s t s  f o r  m e d i c a l  a nd d i s a b i l i t y  i n s u r a n c e ,  f e w e r  a c c i d e n t s  a n d  r e d u c e d  a b s e n t e e i s m . . . . "
2 9 .  A 1980 a r t i c l e  i n  t h e  A m e r i c a n  J o u r n a l  o f  P s y c h i a t r y  i n d i c a t e s  t h a t  o n l y  7 .3 ’/. o f  i n s u r e d  p a t i e n t s  h a d  s e r v i c e s  f o r  m e n t a l  h e a l t h  d i s o r d e r s .  Of  t h e s e ,  o v e r  h a l f  t h e  c l a i m s  f o r  s u c h  s e r v i c e s  w e r e  s u b m i t t e d  b y  g e n e r a l  p h y s i c i a n s  a n d  n o t  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 .
3 0 .  A 1931 s t u d y  r e p o r t e d  in A m e r i c a n  M e d i c a l  N ew s < 9 / 4 / 9 1 )  f o u n d  t h a t  t r e a t m e n t  f o r  a l c o h o l i s m  r e s u l t e d  i n a s a v i n g s  o f  * 1 . 5  m i l l i o n ,  w i t h  " a l c o h o l i s m  r e h a b i l i t a t i o n  p r o g r a m s  C h a v : i n g ]  an S 5 X  s u c c e s s  r a t e . "  A S t r e s s  m a n a g e m e n t  a n d  h e a l t h  b a c k  p r o g r a m s  a l s o  s a v e d  f u r t h e r  m o n e y .  " . . . t h e  * 2 . 7  m i l l i o n  e s t i m a t e d  s a v i n g s  a r e  " c o n s e r v a t i v e  f i g u r e s . . . "  f o r  New Y o r k ’ T e l e p h o n e  e m p l o y e e s .

C o s t  S a v i n g s  S t u d i e s  - P a g e  6



3 1 .  A 1 98 3 s t u d y  i n t h e  J o u r n a l  o f  P a i n  - f ound t h a t '  u t i l i z a t i o n  o-f EM6 B i o f e e d b a c k  t r e a t m e n t  i n  p a t i e n t s  w i t h  c h r o n i c  r h e u m a t i c  b a c k  p a i n  r e s u l t e d  i n s i g n i f i c a n t  p o s i t i v e  c h a n g e s .  " . . . A t  t h e  e n d  o f  t h e  t r e a t m e n t  p h a s e  a n d  a t  t h e  4 m o n t h  f o l l o w u p  t h e  p a t i e n t s  i n t h e  b i o f e e d b a c k  g r o u p  s h o w e d  s i g n i f i c a n t  i m p r o v e m e n t s  i n  t h e  d u r a t i o n ,  i n t e n s i t y ,  a n d  q u a l i t y  o f  t h e i r  b a c k  p a i n  a s  w e l l  a s  t h e i r  EMG l e v e l s ,  n e g a t i v e  s e 1f - s t a t e m e n t s , a nd  u t i l i z a t i o n  o f  t h e .  h e a l t h  c a r e  s y s t e m . "N o n - t r e a t e d ,  c o n t r o l  g r o u p s ,  a n d  t r a d i t i o n a l l y  m e d i c a l l y  t r e a t e c  ■ g r o u p s  s h o w e d  n o  i m p r o v e m e n t s  i n  t h e i r  c o n d i t i o n s  a t  a l l . "
P a g e  7



Mondoy, August 8, 1988 Sun ifrjiuixo (Djronidr
POINT OF VIEW R o n a l d  B r o n o w• , i . 1
Why the Prognosis Is Poor for the HMO System

ust a tew years ago, everybody was say­
ing that Health Maintenance Organlza- 

lions would reshape our entire health-care 
delivery system.

In theory, it looked pretty good. The pa­
tient would pay a single premium and be 
covered for all of Ins medical needs, from 
doctor visits to surgical and hospital lues. 
The IIMOs, by stressing preventative medi­
cine techniques, were supposed to keep peo­
ple healthy enough that they would need 
less medical care.

Well, it hasn't exactly worked out that 
way.The IIMOs are In deep trouble; three 
out of every four plans are losing money.

Forbes magazine says.'This once- 
vaunted scheme for holding down medical 
cosls has turned out to be one of the de- ■ • 
cade's most over-hyped flops."

Business Week says, "Federal Investiga­
tors believe they have uncovered a nation- 
- wide conspiracy by alleged mob groups to 
exploit the prepaid bealth-care industry.''.

Tbe IIMOs were supposed to eliminate 
’.nnecessary medical costs without reduc­
ing quality of care. What happened?

They simply couldn't do It. The indus­
try is being clobbered because of Its inabili­
ty to bold down cosls. Oy removing medical 
deductibles in order to gel new customers, 
the patients can go to their doctor any lime 
they want, because it's free.

1 ‘ The end result: All of the companies'
■ health-care costs arc risiog faster than their 
Incomes. They can't raise their premiums • •’ 
enough to make money, because of iremen-' 
dous competition from all of the other

Ronald Bronow Is a dermatologist who \t • 
’pradicoiin Los Angolos.

i IIMOs and the pressure from employer* to 
keep prices down.

Sixteen IIMOs disappeared In 1907, and 
: several slates are taking action to protect 

consumers, forcing solvent IIMOs to set up 
- guarantee funds to pay claims of other 
, ;IIMOs who go broke.

The real crisis today is with IhcllMOs 
'  ■ that treat Medicare patients.Twenty-nine 

plansdid not renew their coutracts for 10UG,
* resulting In disruption of healthcare for84,• 
j; 000 senior citizens. Last year was the first la .
. • which there was a decrease In enrollments '. I 
•j since the program started hi 1085.. “ ;*•*■'' . • • i •

So. the IIMOs arc utilizing tome lough 
options:

■ Dump the Medicare patients because 
they get sick and use more services.

■ Increase the premiums and reduce 
Ihe benefits to patients.I

■ Renegotiate lower rales for physi­
cians.

At Ihesanic time the IIMOs are spend­
ing millions of dollars on advertising (moil- 
cy that used to go for patient carc). trying to 
attract young and healthy subscribers who 
don't get sick — and not enrolling those 
who might.Then they moke It Inconvenient 
for those who really gel sick to get care. 
Maybe the patient will quit and gosome- 
wlicrcclsc.

Finally, they pul the pressure on the 
doctor to perform fewer services. The main 
way they do that Is by assigning Ihe patient 
to a "gate-keeper" doctor, who evaluates 
whether the patient needs consultations,
X rays or laboratory tests. A review commit­
tee must then rule ou the doctor's requests. 
These Judgments arc frequently based 
more on economics Ilian patients' needs.

On top of tills, all outside services or 
consultations approved arc deducted from 
I lie "gale keeper's" salary. Many people 
have called this form of treatment "under- 
care,” Ihe purjwse being to delay.

(Note: This discussion docs not Include 
Kaiser,a higlH|uallly HMO that does nut 
pay its physicians more money if they pro­
vide less carc to their patients.)

Wo us physicians, 'lib Is Immoral. We dhi 
. H not go to medical school lo learn lio w to

T h e  in d u s try  is  b e in g  
c lo b b e r e d  b e ca u s e  it  
c a n ’t h o ld  d o w n  co s ts

ration carc so a corporate executive can 
show a profit to Ids stockholders. We can't 
accept inferior quality of are: A Northern 
California IIMO told Its physicians to "avoid 
aggressive or heroic measures such as resus- 
dialing the frali elderly, where a high mor­
bidly or mortality ralccan be expected.''

So. wlial have Hie IIMOs accomplished? 
Ily grabbing the young healthy patients,

, higher risks are pushed Into the oilier Insur­
ance companies. That's why your premiums 
arcskyrockcthig.

Hospitals, because Ihcy have to dis­
count lo these "managed carc" plans, are 
now unwilling to lake care of the poor.

What lias been saved by all of this? 
Nothing. Medical Inflation continues at the 
same rate, while an Increasing number of i 
American citizens arc subjected lo ration- I 
log and second-rate carc. *

What should we do about Ihb? We 
must start over. 1 here should be a national 
dialogue on the flaws In our health-care sys­
tem, with proposals to reform 1L

Finally, we must protect Ihe freedom 
and Integrity of the physician while extend­
ing health care lo more people. Don't lose ; 
your rights to receive quality care and our 
rights to practice quality medicine.



Mental care 
seen reducing 
medical costs

The  p r o v i s i o n  o f  n e c e s s a r y  m e n t a l  
trea tm en t lo r m an y  m e d ic a l  p a l i em s  c an  
le ad  in  a d e c l i n e  in  s u b s e q u e n t  m e d ic a l  
costs , a c co rd in g  to  a s t u d y  d e s c r i b e d  in 
th e  O c to b e r  i s s u e  o f  th e  American lour• 
nal ol Psychiatry.

The sav in g s  a re  p a r t ic u la r ly  s ign i f ic an t  
am o n g  tlu» h o sp i t a l i z e d  a n d  ih e  e ld e r l y ,  
a n  o rd in g  to  th e  repo r t .

The two-part s t u d y  a n a l y z e d  d a ta  f 'om  
58 p u b l i s h e d  a n d  u n p u b l i s h e d  re s e a r ch  
repo rts  c om pa r in g  h o sp i t a l i z e d  p a t ie n t s ’ 
m e d ic a l  co s ts  b e fo r e  a n d  a f te r t h e y  r e ­
c e iv e d  m en ta l h e a l th  s e r v ic e s .  "E igh ty-f ive 
pe rcen t o f a l l th e s e  s t u d ie s  re p o r te d  a d e ­
c rea se  in m eo ic a l  u t i l i z a t io n  io l i o w m g  
n s v c n o tn e r a p y . ' w r o te  Em i ly  M u m to r a .  
PhD. .01 the  N e w  Yo rk  S ta te  P sych ia t r ic  
In s t i tu te .

She an d  h e r  c o l l e a g u e s  c o n c l u d e d  that 
th e  “ d e a r e s t  cos t-o ffse t e f f e c t  app ea r s  
la rge ly  in the  r e d u c t io n  01 inpa t ien t  r a th e r 
than ou tp a t ien t  c o s t s .  . . .  O ld e r  p a t ie n t s  
s h o w  la rg e r  c o s t - o f f s e t  e f f e c t s  t h a n  
y o un ge r  o n e s . "

Twen ly- i w o  o f  th e  SB s t u d ie s  d e a l t  w i th  
med ica l- su rg ica l p a t ie n t s  w h o  r e c e i v e d  
e m o t i o n a l ,  p s y c h o l o g i c a l ,  a n d  e d u c a ­
t io n a l  s u p p o r t  d u r i n g  h o s p i t a l i z a t i o n .  
These s tu d ie s  g e n e r a l l y  f o u n d  tha t  t h e s e  
pat ients re cup e ra te d  fa s te r th an  th o se  w h o  
d id  not r e c e i v e  s u c h  s uppo r t ,  w i th  an  a v ­
e rage r e o u c t io n  in in p a t ie n t  l e n g th  o l s tay
b i  I S days .

ANO TH ER  26 s t u d i e s  c om p a r e d  m e d i ­
ca l u t i l i z a t io n  b e fo r e  an d  a fter p s y c h o ­
the rapy . T w en ty  o f  I h e  s tu d ie s  sh ow e d  a n 
av e r a g e  d e c l i n e  o t 33% in the  u s e  o f 
m e a i c a l  s e r v ic e s ,  i-ive o th e r  s tu d ie s  c o m ­
par ing  the u s e  ot in p a t ie n t  a n d  ou tpa t ien t  
co s ts  a f te r p s y c h o th e r a p y  s h o w e d  that in ­
p a t ien t  co s t s  Q rop p en  m o re  d ram a t ic a l ly.

Dr. M u m to r d  p o in t e d  ou t  that psycho- 
log ica l s u p p o r t  h a d  a g re a te r  e f fec t on 
p e o p le  o ld e r  th an  55. A s t u d y  o f  e ld e r ly  
p a t i e n t s  h o s p i t a l i z e d  fo r  l e g  f r a c l u r e s  
s h o w e d  that th o s e  w h o  r e c e i v e d  p s y c h i ­
a tr ic c o n s u l t a t i o n  le f t  th e  ho sp i ta l  an a v ­
e rage  o f  12 d a y s  e a r l ie r  th an  tho se  w h o  
d id  no t ,  a n d  " tw i c e  as m an y  o f the  p a ­
t ien ts  w h o  h a d  b e e n  p r o v i d e d  (w ith ] c o n ­
su l t a t io n  r e tu r n e d  h o m e  ra ther than b e in g  
d i s c h a rg e d  to a n u r s in g  h om e  o r  o the r i n ­
s t i t u t io n ,"  th e  repo r t  s ta te d .

The s e c o n d  part o f  t h e  s t u d y  w as  b a se d  
o n  a r e v i e w  o f  d a ta  f rom  th e  f i les ot the  
8 lue C ro s s/B lu e  S h ie ld  F ede ra l Emp loye s  
P lan, w h i c h  c o v e r s  6.7 m i l l io n  peop le .

Dr. M u m fo r d  a n d  h e r  a s soc ia te s ,  c o m ­
par ing  c la im s  f rom  in d i v i d u a l s  w h o  h ad  
r e c e i v e d  p s y c h o th e r a p y  w i th  tho se  w h o  
h ad  no t.  fo u n d  tha t  m e d ic a l  cha rges for 
a l l  p a t ien ts  in c re a s e d  d u r in g  the  s tudy . The 
au th o r s  r e p o r te d ,  h o w e v e r ,  tha t " f o l lo w ­
ing m en ta l  h e a l th  t r e a tm en t ,  th e  m ed ic a l  
ca re  c ha rg e s  o t  th e  t r e a tm en t  g roup  in- 
c r e a s e a  m o re  s l o w ly  th a n  the  a v e ra ge  i n ­
f la t ion  ra te  ot I 3.6% p e r  v e a r . . . .  In c o n ­
trast. th e  cha rges o f  th e  c om pa r iso n  group  
in c r e a s e d  faster th an  t h e  in t fa t ion rate.'
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Psychotherapy Reduces Costs 
For Other Care, Study Shows

Support for the contention that psv- cnotheraov leads to lower cosls lor other mcoicai services was bolstered recently with the completion ot a ma- jor study at the University of Colora­do Health Sciences Center.Researchers Emily Mumford. Her­bert J .  Schlesinger, Gene V . Glass, Caihleen Patrick (all Ph.D .'s), and Timothy Cuerdon analyzed 58 cost- offset studies completed since 1978 and the 1974-78 claims files of the Blue Cross and Blue Shield Federal Employees Program (FEP), which contains insurance information on 6.7 million persons. They found that out­patient mental health treatment (in- cludine psychotherapy and less inten­sive interventions! led to siemncant reductions in utilization of medical services, particularly inpatient serv­ices. 'Their analyses also indicated a larg­er cost-offset effect among older peo­ple who had received mental health treatment than among young or mid­dle-aged psychotherapy patients. Their findings will be published in the October issue of the American Jour­nal o f Psychiatry.The two sets of data the researchers analyzed produced similar results.Data from the 58 cost-offset studies indicated that in 85 percent of the studies there was a decrease in medi­cal care utilization alter psychothera­py. The researchers analyzed only the 7? studies that could not be biased by self-selection as in the naturalistic, 'ime-series ones that compared the individual's medical carc use before

and after psychotherapy. They found 

that after mental health treatment, in­

patient hospitalizations were approxi­

mately 1.5 davs shorter ihan those of 

the control group's average of 8.7 

days.

M ost of the experimental (treat­

ment) group received only modest 

psychotherapeutic intervention, while 

the control ^roup received just a stan­

dard medical regimen.

In five of the controlled experimen­

tal studies, Mumford and her col­

leagues were able to analyze data on 

both inpatient and outpatient medical 

utilization. The average change after 

psychotherapy was -73.4 percent for 

inpatient and -22.6 percent for outpa­

tient carc.Inflation RateThe researchers also compared the FEP data with inflation rates for the five-year study period. They found that while' medical charges for all groups increased during this period, the total care charges for the psycho­therapy treatment group—all of whom had at least seven outpatient and no inpatient visits—increased more slow­ly than the average inflation rate of13.6 percent. Similar charges for the comparison group increased faster than did the inflation rate.After the initial vear. the psycho­therapy group had sigmncanllv lower

inpatient medicat care cosls in each of the oiherTour years analyzed. In each year the treatment group outspcnt the comparison group tor outpatient cure, and (he differences remained constant throughout the period. The cost re­ductions were thus attributable pri­marily to lower inpatient costs.AgeAge turned out to be a significant factor in the degree of cost-offset fol­lowing mental health treatment.Twenty-three of the 58 studies re­ported the mean age of the subjects, including 15 studies of inpatients, four of outpatients, and four of alcoholic outpatients. In all three settings older people had greater reductions in medi­cal care use after mental health treat­ment.Comparable results were evident when they analyzed the FEP data for age differences. Patients 55 years of age or older showed the greatest de­crease in hospital charges after psy­chotherapeutic intervention. Their av­erage inpatient medical charges in 1974, the first year of the study peri­od, were more than S 160 higher than those of the comparison group. By 1978 the treatment group was spend­ing S70 less than the comparison group. Differences in outpatient ex­penses were not significant.Using research showing that elderly persons suffer more emotional dis­tress than younger ones—due largely to chronic illnesses, loss of friends, loved ones, or income, and forced relocation—yel receive proportional­ly less psychialric care, Mumford and colleagues suggest that "underutiliza­tion of mental health services by the elderly may result in needless suffer­ing among the elderly and needless cost to society."Physicians spend less lime with their older patients, the researchers point out, and thus offer little emo­tional support to the group that could benefit most from a sympathetic ear. Nonpsychialric physicians arc often unaware of how important it is for them to boost the determination ot older patients to continue taking med­ication as prescribed and to follow other medical advice.The problem is compounded and (he cost of medical care increased, they suggest, by the frequent reluc­tance of older patients to confide emo­tional problems to younger physi­cians, who may in turn neglect to ask about emotional and psychologicu problems that may be affecting then elderly patients.
Psych ia tric News / September 21,1984
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I s s u e :  A la s k a n  P s y c h o l o g i s t s ,  a l t h o u g h  l i c e n s e d  by  t h e  S t a t e  o f
A la s k a ,  a r e  o m i t t e d  f r om  th e  s t a t u t e s  wh ich  d e te rm in e  th e  ty p e  o f  
c a r e  a l l o w e d  by and c o v e re d  u nd e r t h e  M ed ic a id  p rog ram .

P o s i t i o n :  The A la s k a  P s y c h o lo g i c a l  A s s o c i a t i o n  i s  p r o p o s in g
changes i n  t h e  c u r r e n t  s t a t u t e s  t o  a l l o w  M ed ic a id  p a t i e n t s  t o  
r e c e i v e  p s y c h o l o g i c a l  s e r v i c e s  w i th  consumer c h o ic e  r e g a r d i n g  th e  
l i c e n s e d  p r o v i d e r  o f  t h e  s e r v i c e .

i

C u r r e n t  s t a t u t e s  c r e a t e  a s i t u a t i o n  w h ich :
1 )  D i s c r im in a t e s  a g a in s t  th e  needy  and th o s e  i n  rem o te  l o c a t i o n s ;
2 )  I s  more c o s t l y  t o  th e  M ed ic a id  s y s tem ;
3 )  L im i t s  t h e  q u a l i t y  o f  c a r e  a v a i l a b l e  t o  a l l  A la s k a n s ;
4 )  R e s u l t s  i n  a r e s t r a i n t  o f  t r a d e .

The p ro p o s e d  changes w ou ld  c o r r e c t  t h i s  s i t u a t i o n  and a l l o w  
p s y c h o l o g i s t s  t o  r e c e i v e  c om pen sa t ion  f o r  s e r v i c e s  p r o v id e d  t o  
M ed ic a id  p a t i e n t s .  C u r r e n t l y ,  a number o f  p s y c h o lo g i s t s  p r o v id e  
needed  c a r e  t o  M ed ic a id  p a t i e n t s  w i th o u t  c om p en sa t io n , o r  th e y  a r e  
f o r c e d  t o  r e s o r t  t o  t h e  c o u r t s  i n  l e g a l  a c t i o n  a g a in s t  a g e n c ie s  o f  
th e  S t a t e  o f  A la s k a  t o  r e c e i v e  c om p en sa t io n . I t  i s  c u r r e n t l y  th e  
p r a c t i c e  o f  t h e  A la s k a  A t t o r n e y  G e n e r a l ' s  o f f i c e  t o  s e t t l e  such 
s u i t s  o u t  o f  c o u r t  when p o s s i b l e .  Many p s y c h o lo g i s t s  f e e l  t h a t  
r e a s o n a b le  changes in  th e  s t a t u t e s  by th e  l e g i s l a t u r e  a r e  th e  o n ly



r e c o u r s e  left to them, short of j o i n i n g  the g r o w i n g  n u m b e r  of 

c o s t l y  a n d  t i m e - c o n s u m i n g  suits. T h e y  h a v e  e l e c t e d  t o  p u r s u e  these 

c h a n g e s  t h r o u g h  t h e i r  p r o f e s s i o n a l  A s s o c i a t i o n .

T he F e d e r a l  M e d i c a i d  p r o g r a m  al l o w s  t h e  v a r i o u s  s t a t e s  to d e t e r m i n e  

e l i g i b i l i t y  a n d  t y p e s  of ca r e  c o v e r e d  b y  the program.

A  v a r i e t y  of o t h e r  p r o f e s s i o n a l  h e a l t h  s e r v i c e s  a r e  p r o v i d e d  f o r  

u n d e r  A l a s k a  s t a t u t e s  p e r t a i n i n g  to M e d i c a i d .  T h e s e  i n c l u d e  

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

others.

A  g r o w i n g  n u m b e r  of states, c u r r e n t l y  a b o u t  half, p r o v i d e  f o r  

M e d i c a i d  r e c i p i e n t s  ':o receive i n d e p e n d e n t  p s y c h o l o g i c a l  services.

P e o p l e  c o v e r e d  b y  p r i v a t e  i n s u r a n c e  a n d  e v e n  e m p l o y e e s  of the S tate 

of A l a s k a  c o v e r e d  b y  A l a s k a ' s  e m p l o y e e  h e a l t h  c a r e  p l a n s  a r e  ab l e  

to r e c e i v e  the s e r v i c e s  of an i n d e p e n d e n t  p s y c h o l o g i s t .

H o w e v e r ,  A l a s k a n s  w h o  are M e d i c a i d  r e c i p i e n t s  m a y  n o t  c h o o s e  f r e e l y  

b e t w e e n  e q u a l l y  q u a l i f i e d  p r o v iders. T h e y  a r e  a l s o  d e n i e d  e q u a l  

a c c e s s  to t r e a t m e n t  by care p r o v i d e r s  o f f e r i n g  n o n - d r u g  a p p r o a c h e s .

The A l a s k a  P s y c h o l o g i c a l  A s s o c i a t i o n  h e r e b y  r e q u e s t s  y o u r  s u p p o r t  

of S e n a t e  Bi l l  29, w h i c h  allows M e d i c a i d  r e c i p i e n t s  a c c e s s  to 

p s y c h o l o g i c a l  servi c e s .
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I. Contractual Costs

a. The Alaska Medical Payments System will require modification to 
pay psychologists as a nev service. The contractual costs 

include the following: provider manuals, training, a new
claims form, tables included in the system for psychologists' 

services, computer programming, computer reports, the addition 

of collocation codes, the provision of notice to providers, 

provider relations, and a computer system test. This is a 
one-time FY91 cost of 30.0. (15.0 FED, 15.0 SGFM)

b. The Division of Medical Assistance must pay the claims proces­

sing contractor $6.23 for each claim processed. Estimated 

claims volume for FY91 is 5,000, assuming a January 1, 1991 

start date. FY91 processing costs ■ 31.2. All costs of claims 

processing are 752 FED, 252 SGFM.

II. New Grants/Claims Costs

a. There is no accurate method for determining the numbers of

Medicaid eligibles who will use this new coverage, the numbers 

of providers who will choose to enroll, and the initial costs 
per type of service that they will provide. Cost estimates are 

based on the following assumptions:(1) 50 psychologists will enroll as providers in the first 

year.

(2) Approximately 24 of these new providers are currently 

providing services indirectly, supervised by and/or 

billing through a physician or psychiatrist. About half 

of these are billing Medicaid at a rate 15Z lower than the 

rate charged by psychiatrists. Payments to the 12 now 
billing at the higher rate will be reduced by $14,400 (15Z 

reduction X $8,000 current average psychiatrist's Medicaid 
billing per year, X 12 psychologists ■ $14,400 Medicaid 

savings).

(3) Logic suggests that billings from physicians and psychia­
trists who supervise the psychologists now providing 
services to Medicaid eligibles would decrease if these 

psychologists were to enroll directly. However, experi­

ence in other states that have added psychologists' 
services has varied so much on this point that we cannot 

safely assume any decrease in current billings.

(4) Approximately 26 psychologists in private practice who are 
not currently serving Medicaid recipients will enroll. 

Alaska Psychological Association data indicates these n e w  

providers will see an average of 21 patients per week for 

a total of 34 hours per week, and that they charge $90 per 

hour for private sessions.
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(5) We assume that psychologists will not differ from other 
medical professionals enrolled as Medicaid providers, in 

that Medicaid patients will, on average, not exceed 15% of 

their total patient load. Cost for new providers will be 
34 hours per week X $90/hour X 15% X 50 weeks/year X 26 

psychologists “ $596,700.

(6) $596,700 new costs minus $14,400 savings ■ $582,300 net
coots for a full year of psychologists' services. The 

time required for data system changes, promulgation of 
regulations, and provider enrollment activities necessi­

tate a starting date no earlier than January 1, 1991.

FY91 costs will therefore be 50% of a full year:
145.6 SGFM
145.6 FED

291.2 Total

(b) Costs for FY92 through FY96 are computed from the FY90 base 

estimate, adjusted for a full year, and increased annually by 

21.7% (7.1% for price increases, 4.2% for increases in the 

number of eligible recipients, and 10.4% for utilization 

increases).

Claims processing costs are billed at $6.23 per claim. For 
FY92 through FY96, FY91 costs, adjusted for a full year, are 
increased by 14.6% annually (4.2% for increases in the number 
of eligible recipients, and 10.4% for utilization increases).
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