


r;w A 'i K
^ ■ ' (.

FURTHER:
DATE: 4/10 /9 1

DATE TURN ED  
INTO OFFICE:

The F i n a n c e  C o m m i t t e e  c o n s i d e r e d  SENATE B I L L  NO. 156

"An A ct r e q u i r i n g  the m e d ic al  a ssistance p r o g r a m  to c o v e r  p s y c h o l o g i s t s  
s ervices a n d  c l i n i c a l  social workers' services; a n d  r e o r d e r i n g  the 
p r i o r i t i e s  g r a n t e d  to services c o v e r e d  u n d e r  the m e d i c a l  a s s i s t a n c e

p r o g r a m . "

and r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  
[/] o r  a d o p t  ____

CS
CS

[ ] a t t a c h e d  amend me nt (s )

.g .a _ /-£ & Z Z

l ette r of i n t e n t  a d o p t e d

[ sam e ti tl e  
[ ] n e w  ti tl e  
[ ] te ch ni ca l 

t i t l e  ch ange 
(HB only)

[ /( d o  p a s s

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  ________

A T T A C H E S  N E W  F I S C A L  N O T E ( S ) :
, De pt / D a t e :

[ y f f is ca l note(s) J>lH V / W A v
 It- £.3.6? / /4n. L, Ff-

[ ] z e r o  f i s c a l  note(s) ____________

A P P R O V E S  P R E V IO US : 

[ ] f i sc a l note(s)
Dept/Date:

[ ] zero f i s c a l  note(s)



- S T ' A T E  O F  A L A S K A  

1991 L E G IS L A T IV E  S E S S IO N

Rev is ion  Date : 4/24/91_________

F IS C A L  N O T E
B IL L  N O . c s  S B  153

Title: An Act requiring the medical assistanea program to cover 
psychologists'....
Sponsor: S e n a te  H ESS  
R e q u e s to r : _________________

D ep a r tm en t  A f f e c t e d :  H ea lth  and  Soc ia l  S e rv ic e s
BRU: M ed ic a l  A s s i s t a n c e  - M ed ica id _________________
C om pon en t :  (1) Non-Facil itv_____________________________
(2) M ed ica l  A s s i s t a n c e  A d m in .  C la im s P rocess ing  
C O M P O N E N T  S E R IA L  NO . n  9 * n______________

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL Rfi 7 140.7 167 7 19R.fi 235 9 PRO.7
SUPPLIES n o n_n. . ___.clcl ..........Q_Q..... n o 0 0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS CLAIMS 269.1 664.2 819.6 1.011.4 1.248.1 1.540.2
MISCELLANEOUS n n n o 0.0 n o 0 0 0 0
TOTAL OPERATING 355.8 804.9 986.8 1.210.0 1.484.0 1.820.4

CAPITAL 0.0 0.0 I 0.0 0.0 0.0 0.0

REVENUE 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (Thousands of Dollars) n
GENERAL FUND 165.2 370.5 455.4 559.9 688.4 846.6
FEDERAL FUNDS 190.6 434.4 531.4 650.1 795.6 973.8
OTHER 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 35 5.R R04.9 QRfi ft 1-7!Q_Q _1 _4_8-4_Q_.. 1 R70.4

POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year impact:___none

ANALYSIS: (Attach a separate page if necessary.) 
See attached

Prepared By:
Division: M ed ic a l  A s s i s t a n c e  ^ ______________

A p p ro v ed  b v  C o m m is s io n e r :  ^ A
A g e n c y :  H ea lth  and  So c ia l  S e r v i c e s  * °

Phone: 465-3355
D a te: L/-'2-V -9  /

Date: V-JW -fr/

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, O M B ,  &  Impact Agency(ies).

Rev 1.0/90 Page___i_ nf 4



a. The Alaska Medical Payments System will require modification to pay 
psychologists, psychological associates, and licensed social workers as a 
new service. The contractual costs include such items as the following: 
provider manuals, training, a new claims form, tables included in the 
system for psychologists' services for adults and licensed social workers' 
services, computer programming, computer reports, the addition of 
collocation codes, and a computer system test. Since Psychologists' 
services and Licensed Clinical Social Workers' services have already had 
most of this effort completed as part of the OBRA '89 project of expanding 
services for children, the only additional work needed to provide for adult 
services will be 6 new edits for psychologists, and 6 new edits for social 
workers, at $1080 per edit ($6480 each, $12,960 total). Psychological 
Associates are an entirely new provider type and will require $23,914 in 
contractual costs.

Total one-time FY92 cost = 36.9 (18.5 Fed, 18.4 SGFM)

b. The Division of Medical Assistance must pay the claims processing 
contractor $6.23 for each claim processed. Estimated claims volume for
F Y92 is 8,000, assuming a January 1, 1992 start date. FY92 processing 
costs = 49.8. (36.2 Fed, 13.6 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 one-half of these are billing Medicaid at a rate 
15% lower than the rate charged by psychiatrists. Payments to the 
12 now  billing at the higher rate will be reduced by $14,400 (15% 
reduction X 8,000 current average psychiatrist's Medicaid billings per 
year, X 12 psychologists = $14,400 Medicaid savings). However, 
w e assume that 37% of the caseload is children, who could receive 
psychologists' services through Medicaid under EPSDT regardless of 
SB 156. Therefore, the net savings related to this legislation is 
$9,100 ($14,400 X 63%) for 12 months.

(3) Logic suggests that billings from physicians and psychiatrists who 
supervise the psychologists now providing services to Medicaid 
eligibles would decrease if these psychologists were to enroll directly. 
However, experience 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.
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(4) Approximately 26 psychologists in private practice who are not 
currently serving Medicaid recipients will enroll. Alaska Psychological 
Association data indicates these new providers will see an average of 
20 patients per week for a total of 30 hours per week, and that they 
charge $90 per hour for private sessions. Vacations, holidays, and 
continuing education reduce their work time to 46 weeks per year.

(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. 
We also assume that 37% of their Medicaid billings will be for 
children, who would be covered by Medicaid under EPSDT 
regardless; therefore, 63% of the cost of the new caseload would be 
attributable to CS SB 156. Cost for the new psychologists' services 
will be 30 hours per week X 46 weeks X  $90 per hour X 15% X 
63% X  26 psychologists = $305,200.

(6) The cumulative margin of error in all these assumptions for 
psychologists' services is such that we do not feel it is necessary to 
separately cost psychological associates' services. We believe that 
one, two, or possibly three new providers will initially enroll, and the 
net costs of so few providers can be covered by the funding 
requested for psychologists.

(7) 39 licensed clinical social workers will enroll as providers in the first 
year (The actual number is likely to be higher, but because many 
licensed clinical social workers do not practice full time, we have 
assumed 39 "full-time equivalents" to simplify calculations.)

(8) Approximately 19 of these new providers are currently providing 
services indirectly, supervised by and/or billing through a physician or 
psychiatrist. About one-half of these are billing Medicaid at a rate 
20% lower than the rate charged by psychiatrists. Payments to the 
10  now billing at the higher rate will be reduced by $16,000 (20% 
reduction X 8,000 current average psychiatrist's Medicaid billing per 
year, X  10 licensed clinical socia1 workers = $16,000 Medicaid 
savings for a full year). We assume no coverage of licensed clinical 
social workers through EPSDT.

(9) We have assumed that billings from physicians and psychiatrists who 
supervise the licensed clinical social workers now providing services 
to Medicaid eligibles will not decrease if licensed clinical social 
workers were to enroll directly.

(10) Approximately 20 licensed clinical social workers in private practice 
who are not currently serving Medicaid recipients will enroll. We 
assume that these new providers will see an average of 21 patients 
per week. Industry sources indicate that they will bill, on average,
22 hours per week. We assume that they charge $85 per hour for 
private sessions, and that they will work 46 weeks per year.
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(11) We assume that licensed clinical social workers w ill 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 the new licensed clinical social workers' 
services will be 22 hours per week X 46 weeks X $85 per hour X 
15% X 20 licensed clinical social workers = $258,100.

(12) Combined new costs for psychologists and licensed clinical social 
workers = $563,300 ($305,200 + $258,100). Combined savings 
= $25,100 ($9,100 + $16,000). Net costs = $538,200 
($563,300 - $25,100) for a full year. The time required for data 
system changes, promulgation of regulations, and provider enrollment 
activities necessitate a starting date no earlier than January 1, 1992. 
FY92 benefits will therefore be 50% of a full year:

134.5 SGFM
134.6 FED
269.1 Total

(13) Benefits costs for FY93 through FY97 are computed from the FY91 
base estimates, adjusted for a full year, and increased annually by 
23.4% (4.6% for price increases, 7.0% for increases in the number 
of eligible recipients, and 11.8% for utilization increases).

(14) Claims processing costs are billed at $6.23 per claim. For FY93 
through FY97, FY92 costs, adjusted for a full year, are increased by 
18.8% annually (7.0% for increases in the number of eligible 
recipients and 11.8% for utilization increases).
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CS FOR SENATE BILL NO. 156 (HES)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S E V E N T E E N T H  L E G I S L A T U R E  - FIRST SESSION 

BY TH E SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COM M ITTEE

Offered:
Referred:

4/10/91
Finance

Sponsor(s): SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COM M ITTEE

A BILL 

FOR AN ACT ENTITLED

1 "An Act requiring the medical assistance program to cover psychologists’ services and

2 clinical social workers’ services; and reordering the priorities granted to services covered

3 under the medical assistance program."

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

5 * Section 1. AS 47.07.030(b) is amended to read:

6 (b) In addition to the mandatory services specified in (a) of this section, the department

7 may offer only the following optional services: case management and nutrition services for

8 pregnant women; personal care services in a recipient’s home; emergency hospital services;

9 long-term care noninstitutional services; medical supplies and equipment; clinic services; inpatient

10 psychiatric facility services for individuals age 65 or older and individuals under age 21;

11 psvcholo2ists’ services: clinical social workers’ services: prescribed drugs; physical therapy;

12 occupational therapy; chiropractic services; treatment of speech, hearing, and language disorders;

13 adult dental services; prosthetic devices and eyeglasses; optometrists’ services; intermediate care

14 facility services, including intermediate care facility services for the mentally retarded; skilled

SB0156b -1-
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1 nursing facility services for individuals under age 21; and reasonable transportation to and from

2 the point of medical care.

3 * Sec. 2. AS 47.07.035 is amended to read:

4 Sec. 47.07.035. PRIORITY OF MEDICAL ASSISTANCE. If the department finds that

5 the cost of medical assistance for all persons eligible under this chapter will exceed the amount

6 allocated in the state budget for that assistance for the fiscal year, the department shall eliminate

7 coverage for optional medical services and optionally eligible groups of individuals in the

8 following order:

9 (1) chiropractic services;

10 (2) adult dental services;

11 (3) emergency hospital services;

12 (4) treatment of speech, hearing, and language disorders;

13 (5) optometrists’ services and eyeglasses;

14 (6) occupational therapy;

15 (7) prosthetic devices;

16 (8) medical supplies and equipment;

17 (9) clinical social workers’ services:

18 (10) psychologists’ services:

19 (11) clinic services;

20 (12) [(10)] physical therapy;

21 (13) [(11)] personal care services in a recipient’s home;

22 (14) [(12)] prescribed drugs;

23 (15) [(13)] long-term care noninstitutional services; ,

24 (16) [(14)] inpatient psychiatric facility services;

25 (17) [(15)] intermediate care facility services for the mentally retarded;

26 (18) [(16)] intermediate care facility services;

27 09} [(17) REPEALED

28 ' - (18)] individuals under age 21 who are not eligible for benefits under the federal

29 aid to families with dependent children program because they are not deprived of one or more

30 of their natural or adoptive parents;

31 (20) [(19)] skilled nursing facility services for persons under age 21;
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(21) [(20)] aged, blind, and disabled individuals who, because they do not meet 

the income requirements, do not receive supplemental security income under Title XVI 

of the Social Security Act, but who are eligible, or would be eligible if they were not in 

a skilled nursing facility or intermediate care facility, to receive an optional state 

supplementary payment;

(22) [(21)] individuals in a hospital, skilled nursing facility, or intermediate care 

facility whose income while in the facility does not exceed 300 percent of the supplemental 

security income benefit rate under Title XVI of the Social Security Act, but who, because of 

income, are not eligible for the optional state supplementary payment;

(23) [(22)] individuals under age 21 under supervision of the department, for 

whom maintenance is being paid in whole or in part from public money and who are in foster 

homes or private child-care institutions.

* Sec. 3. AS 47.07.900 is amended by adding new paragraphs to read:

(11) "clinical social workers’ services" means clinical social work sendees 

provided by a person licensed as a clinical social worker under AS 08.95;

(12) "psychologists’ services" means services within the practice of psychology 

provided by a person licensed as a psychologist or psychological associate under AS 08.86.
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Alaska State Legislature
SENATOR ARUSS STURGULEWSKI, Chairman 
SENATOR PAUL FISCHER, Vice Chairman 
SENATOR SAM COTTEN 
SENATOR LYMAN HOFFMAN 
SENATOR CURT MENARD

P.O. BOX V 
ROOM 427 

STATE CAPITOL 
JUNEAU, ALASKA 99811 

(907) 465-3762

Senate C om m ittee on 
H ea lth , E ducation  and Social Services

M E M O R A N D  U M A pril 11, 1991

TO: S e n a to r  P a t P ourcho t, C o-C hairm an
S e n a te  F in an ce  C om m ittee

S e n a to r  J a y  K erttu la , C o-C hairm an  
S e n a te  F in an ce  C om m ittee

FROM: S e n a to r  A rliss S tu rgu lew sk i, C o-C hairm an/
S e n a te  H ealth , E d u ca tio n , & Social S e rv iced  C om m ittee

RE: H earing  re q u e s t  for CSSB 156(HES) "An A ct req u irin g  th e
m ed ica l a s s is ta n c e  p ro g ram  to  cover psycho log ists ' 
serv ices a n d  clin ical socia l w orkers ' services; a n d  
reo rd e rin g  th e  p rio ritie s  g ran te d  to  se rv ices covered 
u n d e r  th e  m ed ica l a s s is ta n c e  program ."

T h is leg isla tion  w ould  provide for coverage of psycho log is ts ' an d  
c lin ica l social w orkers ' se rv ices u n d e r  th e  s ta te  m ed ical a s s is ta n c e  p rogram .

P assag e  of th is  leg isla tion  w ould  allow  th ese  two g ro u p s to provide 
n eed ed  serv ices d irec tly  to  m ed ica id  p a tie n ts . U n d er th e  c u r re n t  s itu a tio n  
it  is  a  re q u ire m e n t th a t  th e s e  serv ices b e  provided  u n d e r  th e  sp o n so rsh ip  of 
a clinic o r M. D. T h is leg isla tion  w ould  allow  th e se  two g ro u p s to  provide 
in d e p e n d e n t se rv ices.

A  p a c k e t o f in fo rm atio n  is enclosed  for y o u r in fo rm ation . If th e re  are 
a n y  q u e s tio n s , p lease  c o n ta c t F ra n k  H om an  (465-3818) on  m y staff. T h a n k  
you.

E n c lo su re
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P O S I T I O N  P A P E R  

C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  156

"An A c t  r e q u i r i n g  t h e  M e d i c a l  A s s i s t a n c e  p r o g r a m  t o  c o v e r  
p s y c h o l o g i s t s '  s e r v i c e s  and c l i n i c a l  s ocial w o r k e r s '  s e r v ic es ;  a n d  
r e o r d e r i n g  t h e  p r i o r i t i e s  g r a n t e d  t o  s e r v i c e s  c o v e r e d  u n d e r  t h e  
M e d i c a l  A s s i s t a n c e  p r o g r a m . "

T h i s  A c t  w o u l d  a m e n d  A S  4 7 . 0 7 . 0 3 0  (b) t o  a d d  p s y c h o l o g i s t s '  a nd
c l i n i c a l  s o c i a l  w o r k e r s '  s e r v i c e s  t o  t h e  s e r v i c e s  a v a i l a b l e  for 
n e e d y  p e r s o n s  w h o  a r e  e l i g i b l e  f o r  Me d ic ai d,  a n d  it w o u l d  a m e n d  
A S  4 7 . 0 7 . 0 3 5  t o  p l a c e  t he n e w  c o v e r a g e s  in t h e  p r i o r i t y  l i s t i n g  of 
all o p t i o n a l  M e d i c a i d  s e r v i c e s  a u t h o r i z e d  b y  t h e  L e g i s l a t u r e  for 
Alaska.
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I . P s y c h o l o g i s t s  a nd P s y c h o l o g i c a l  A s s o c i a t e s

C u rr en t l y ,  t h e r e  a re a b o u t  115 l i c e n s e d  p s y c h o l o g i s t s  in Alask a,  
all of w h o m  w o u l d  be e l i g i b l e  t o  e n r o l l  as M e d i c a i d  p r o v i d e r s  w e r e  
CS SB 156 to pass. A  s u b s t a n t i a l  n u m b e r  of t h e s e  p s y c h o l o g i s t s  a r e  
a l r e a d y  p r o v i d i n g  s e r vi ce s to M e d i c a i d  r e c i p i e n t s ,  a n d  i n d i r e c t l y  
r e c e i v i n g  M e d i c a i d  p a y m e n t s  in c o m m u n i t y  m e n t a l  h e a l t h  c linics, or 
in p h y s i c i a n s '  m e n t a l  h e a l t h  c l i n i c s  w h e r e  t h e y  a r e  s u p e r v i s e d  by 
a p h y s i c i a n  o r  p s y c h i a t r i s t  w h o  is enrolled.

T h e  D i v i s i o n  of M e d i c a l  A s s i s t a n c e  h as l o n g  b e l i e v e d  t h a t  t h i s  
s i t u a t i o n  is f a r  f r o m  ideal, f o r  t h e s e  reasons:

1. T h e  D i v i s i o n  h a s  n o  e v i d e n c e  t h a t  t h e  s u p e r v i s i o n  
r e q u i r e m e n t  g e n e r a l l y  r e s u l t s  in m o r e  e ff e ct i v e ,  h i g h e r -  
q u a l i t y  care. However, t h e r e  is a s t r o n g  c o n v i c t i o n ,  
h e r e  a n d  in o t h e r  states' M e d i c a i d  agencies, t h a t  
s u p e r v i s i o n  i n c r e as e s t h e  co st  of c a r e  a n d  c a n  m a k e  it 
h a r d e r  for c l i e n t s  to o b t a i n  care.

M a n y  states, i n c l u d i n g  Alaska, h a v e  s p e c i f i e d  e x a c t l y  h o w  
m u c h  a n d  w h a t  ty pe s of s u p e r v i s i o n  a r e  r e q u ir ed ,  b u t  
t h e r e  is c o n s i d e r a b l e  d i s a g r e e m e n t  o v e r  w h e t h e r  s u c h  
r u l e s  d o  in f a c t  r e s u l t  i n  a ny m e a s u r a b l e  i m p r o v e m e n t  in 
t h e  c a r e  provided. F e d e r a l  M e d i c a i d  r u l e s  a l l o w  f o r  a n y  
t y p e  of M.D. to b e  a s up ervisor, so it is f r e q u e n t l y  t h e  
c a s e  t h a t  a g e n e r a l  p r a c t i t i o n e r ,  w h o  m a y  or m a y  n o t  h a v e  
a n y  f o r m a l  t r a i n i n g  in p sy ch o l o g y ,  is b e i n g  p a i d  to 
c o n s u l t  w i t h  a n d  g u i d e  a c e r t i f i e d  m e n t a l  h e a l t h  
p r o f e s s i o n a l .  Thi s  m a y  b e  h e l p f u l  in c a s e s  in w h i c h  a 
p e r s o n ' s  m e n t a l  p r o b l e m s  are c a u s e d  b y  o r  a c c o m p a n i e d  b y  
p h y s i c a l  problems, b u t  in m a n y  cases, t h i s  a r r a n g e m e n c  
o n l y  r e s u l t s  in an u n n e c e s s a r y  c o s t  t o  t h e  t a x p a ye r.



2. N o t  o n l y  d o e s  t h e  D i v i s i o n  p a y  p h y s i c i a n s  f o r  s u p e r v i s o r y  
d u t i e s  t h a t  m a y  or m a y  not e n h a n c e  t h e  q u a l i t y  of care, the 
" s c r e e n i n g "  e f f e c t  in c l i ni ca l s e t t i n g s  w h i c h  r e s u l t  f r o m  the 
s u p e r v i s i o n  r e q u i r e m e n t  m e a n s  t h a t  M e d i c a i d  p a y s  for s e r v i c e s  
t h a t  a r e  a c t u a l l y  p r o v i d e d  b y  a n y  l i c e n s e d  p e r s o n  the 
s u p e r v i s o r  d e e m s  appropriate. T h i s  m e a n s  t h a t  M e d i c a i d  pay s 
t h e  r a t e  a p p r o p r i a t e  for a p s y c h i a t r i s t / M . D . , b u t  t h e  p a t i e n t  
o f t e n  g e t s  s e r v i c e s  f r o m  s o m e o n e  w h o s e  c r e d e n t i a l s  w o u l d  
j u s t i f y  a l o w e r  rate.

T he F e d e r a l  O m n i b u s  R e c o n c i l i a t i o n  A c t  of 1989 (OBRA '89) m a n d a t e d  
t ha t s t a t e s  o f f e r  M e d i c a i d - e l i g i b l e  c h i l d r e n  * (under 21 y e a r s  of 
age) a n y  M e d i c a i d - a p p r o v a b l e  s e r v i c e  t h a t  t h e y  a r e  f o u n d  to need, 
e ve n if a s t a t e  h a s  n o t  p r e v i o u s l y  c h o s e n  t o  o f f e r  t h a t  service. 
Since A S  4 7 . 0 7 . 0 3 0  r e q u i r e s  us to o f f e r  a ll f e d e r a l l y - m a n d a t e d  
s ervices, it is o u r  p r e s e n t  in tent to a d d  p s y c h o l o g i s t s '  s e r v i c e s  
for c h i l d r e n  u n d e r  21 by r e g u l a t i o n s  t h a t  w i l l  s o o n  b e  p ub li sh ed , 
on t h e  g r o u n d s  t h a t  c h i l d r e n  w i l l  n o t  h a v e  s u f f i c i e n t  a c c e s s  to 
m a n d a t o r y  m e n t a l  h e a l t h  se r vi ce s w i t h o u t  t h e i r  ad di tion, and 
s u f f i c i e n t  a c c e s s  is a f e d er al  mandate.

CS SB 156 w o u l d  t h e r e f o r e  h a v e  t he e f f e c t  of a d d i n g  p s y c h o l o g i s t s '  
s e r v i c e s  j u s t  f o r  adults.

F r o m  t h e  p r o v i d e r ' s  p o i n t  of view, a d d i n g  p s y c h o l o g i s t s '  s e r v i c e s  
for a d u l t s  t o  A l a s k a ' s  M e d i c a i d  p r o g r a m  w o u l d  c r e a t e  e q u i t y  b e t w e e n  
p s y c h o l o g i s t s  w h o  p r a c t i c e  i n d e p e n d e n t l y  a n d  t h o s e  w h o  p r a c t i c e  
u n d e r  t h e  s u p e r v i s i o n  of a p h y s i c i a n  o r  in a c o m m u n i t y  m e n t a l  
h e a l t h  clinic, a n d  b e t w e e n  t h o s e  w h o  s e r v e  c h i l d r e n  a n d  t h o s e  w h o  
s e rv e adults.

F r o m  t h e  M e d i c a i d  r e c i p i e n t s '  p o i n t  of view, a d d i n g  p s y c h o l o g i s t s '  
s e r v i c e s  w o u l d  m a k e  it e a s i e r  to o b t a i n  care, b e c a u s e  it w o u l d  
i n c r e a s e  t h e  n u m b e r  of e n r o l l e d  A l a s k a  p r o v i d e r s  o f f e r i n g  t h e s e  
services. I t  w o u l d  a l s o  m a k e  it e a s i e r  foi: t h e m  t o  d i r e c t l y  a c c e s s  
t he p e r s o n  w h o  g i v e s  t h e m  care, as t h e y  w o u l d  n o  l o n g e r  h a v e  to 
pa ss  t h r o u g h  a p h y s i c i a n ' s  e x a m i n a t i o n  p r o c e s s  in o r d e r  t o  r e c e i v e  
t h e r a p y .

U n f o r t u n a t e l y ,  CS SB 156, b y  a d d i n g  n e w  p r o v i d e r s  t o  M e d i c a i d ,  and 
by t h e r e f o r e  m a k i n g  it e a s i e r  for r e c i p i e n t s  to o b t a i n  t h e  s e r v i c e s  
p s y c h o l o g i s t s  a r e  l i c e n s e d  to provide, is v e r y  l i k e l y  t o  r e s u l t  in 
m o r e  r e c i p i e n t s  u s i n g  m e n t a l  h e a l t h  services, w h i c h  w i l l  in t u r n  
i n c r e a s e  p r o g r a m  costs.

T h e r e  is b o t h  d a t a  a n d  i n f o r m e d  o p i n i o n  t h a t  i n d i c a t e s  t h a t  a d d i n g  
a c o m p a r a t i v e l y  l o w e r - c o s t  p r o v i d e r  g r o u p  c a n  a c t u a l l y  s a v e  money, 
b o t h  b y  p r o v i d i n g  t h e  s a m e  s e r v i c e  at a l o w e r  c o s t  a n d  b y  e a s i n g  
a cc es s t o  a t y p e  of c a r e  w h i c h  can p r e v e n t  a n  i l l n e s s  fro m 
w o r s e n i n g  t o  t h e  p o i n t  of r e q u i r i n g  i n s t i t u t i o n a l i z a t i o n ,  p r o d u c i n g  
f a m i l y  d i s s o l u t i o n ,  etc. However, t h i s  is i;ard t o  q u a n t i f y  a n d  m a y  
be so m u c h  a d i r e c t  f u n c t i o n  of a l o c a l e ' s  o r  a s t a t e ' s  t o t a l  
h e a l t h  c a r e  m a t r i x  as t o  n o t  ap pl y t o  a d i f f e r e n t  location. W e  are 
c o n v i n c e d  t h a t  Alas ka , as m a n y  o t h e r  states' p a s t  e x p e r i e n c e s  h a v e



i ndicated, w i l l  a d d  c os ts  by a d d i n g  n e w  pr o vi de rs .

T h e r e  a r e  o n l y  2 6 p s y c h o l o g i c a l  a s s o c i a t e s  in Alaska, n e a r l y  all 
of w h o m  p r a c t i c e  in c l i n i c  situations. It is d o u b t f u l  t h a t  
M e d i c a i d  e n r o l l m e n t  a n d  r e i m b u r s e m e n t  w o u l d  b e  s u f f i c i e n t l y  
a p p e a l i n g  t o  e n t i c e  any s i g n i f i c a n t  n u m b e r  of t h e m  into b e c o m i n g  
i n d e p e n d e n t  p r o v i d e r s .  W e  do not a n t i c i p a t e  t h a t  t h e i r  i n c l u s i o n  
w i l l  s i g n i f i c a n t l y  i m p r o v e  a c ce s s to s e r v i c e s  o r  s u b s t a n t i a l l y  
i n c r e a s e  p r o g r a m  costs. However, g i v e n  t h e  s c o p e  of t h e i r  
l i c e n s u r e  in c o m p a r i s o n  t o  t h e  sc o pe  of l i c e n s u r e  of p s y c h o l o g i s t s  
a nd o f  l i c e n s e d  c l i n i c a l  s o c ia l workers, w e  b e l i e v e  it is 
r e a s o n a b l e  a n d  e q u i t a b l e  t o  i n cl ud e t h e m  in CS SB 156.

II. L i c e n s e d  C l i n i c a l  S o c ia l  W o r k e r s

T h e r e  a r e  a p p r o x i m a t e l y  155 l i c e n s e d  c l i n i c a l  s o c i a l  w o r k e r s  in 
A l a s ka , w i t h  a b o u t  78 p r a c t i c i n g  i n d e pe nd en t ly . M o s t  of w h a t  w e  
h a v e  n o t e d  a b o u t  p s y c h o l o g i s t s  a p p l i e s  as w e l l  t o  l i c e n s e d  c l i n ic al  
s o c i a l  w o r k e r s .  However, thi s p r o v i d e r  g r o u p  , lik e  p s y c h o l o g i c a l  
a s s o c i a t e s ,  w a s  n o t  i n c l u d e d  in t h e  FY9 1 b u d g e t  i n c r e m e n t  for t he 
O B R A  '89 e x p a n s i o n  of s e r v i c e s  for children.

T h e  d e p a r t m e n t  is c u r r e n t l y  e x a m i n i n g  w h e t h e r  t h e i r  i n c l u s i o n  as 
a c h i l d r e n ' s  s e r v i c e s  p r o v i d e r  g r o u p  is n e c e s s a r y  u n d e r  f e de ra l  
law. It m a y  w e l l  b e  t h a t  c o m m u n i t y  m e n t a l  h e a l t h  c e n t e r s  (all of 
w h i c h  a r e  M e d i c a i d  p r o v i d e r s ') M e d i c a i d - e n r o l l e d  p s y c h i a t r i s t s ,  and  
t h e  c o m i n g  i n c l u s i o n  of p s y c h o l o g i s t s  as c h i l d r e n ' s  p r o v i d e r s  in 
M e d i c a i d  t o g e t h e r  o f f e r  s u f f i c i e n t  a c c e s s  to b a s i c  no n - 
i n s t i t u t i o n a l  m e n t a l  h e a l t h  s e r v i c e s  so t h a t  t h e  a ccess 
r e q u i r e m e n t s  o f  f e d e r a l  l aw are m e t  w i t h o u t  a d d i n g  o t h e r  p r o v i d e r  
g r o u p s .

A p a r t  f r o m  t h e  o b v i o u s  fa ct  t h a t  t h e  d e p a r t m e n t  h a s  no s t a t u t o r y  
a u t h o r i t y  u n d e r  A S  4 7 . 0 7 . 0 3 0  to add p r o v i d e r  g r o u p s  or serv ic es  
w h i c h  a r e  n o t  f e d e r a l l y - m a n d a t e d ,  t h e  d e p a r t m e n t  d o e s  n o t  b e l i e v e  
t h e  p u r p o s e  of t h e  M e d i c a i d  p r o g r a m  is to p r o v i d e  a c ce ss  of 
p r o v i d e r  g r o u p s  to M e d i c a i d  r ei mb u r s e m e n t .  Rath er , t h e  p u r p o s e  of 
the M e d i c a i d  p r o g r a m  is t o  p r o v i d e  n e e d y  A l a s k a n s  r e a s o n a b l e  access 
t o  n e c e s s a r y  m e d i c a l  care.

U n l i k e  m a n y  o t h e r  m e d i c a l  services, w h e r e  an e x c e s s  of a v a i l a b l e  
s e r v i c e s  c a n  e x i s t  w i t h o u t  p r o d u c i n g  n e g a t i v e  f i s c a l  effects, 
m e n t a l  h e a l t h  o u t p a t i e n t  services, if t h e y  e x p a n d  t o o  rapidly, can 
p o s e  a f i s c a l  r i s k  t o  t h e  state. C o m m u n i t y  m e n t a l  h e a l t h  clinics, 
w h i c h  t h e  s t a t e  is c o m m i t t e d  t o  s u p p o r t  w i t h  s t a t e  funds, d e p e n d  
in s i g n i f i c a n t  m e a s u r e  o n  M e d i c a i d  (50% federal) funding. A  r a p i d  
s h i f t  o f  M e d i c a i d  p a t i e n t s  t o w a r d  o t h e r  s o u r c e s  o f  t r e a t m e n t  c o u l d  
r e s u l t  in t h e  c l i n i c s  l o s i n g  revenue, w h i c h  w o u l d  m o s t  l i k e l y  h a v e  
t o  be c o m p e n s a t e d  f o r  b y  an i n c r e a s e  in s t a t e - o n l y  funding.

F o r  t h i s  reason, w e  f a v o r  a slower, i n c r e m e n t a l  a p p r o a c h  t o  any 
e x p a n s i o n  of M e d i c a i d  m e n t a l  h e a l t h  services. Also, b e c a u s e  the 
s t a t e  is c o m m i t t e d  t o  f u n d i n g  c o m m u n i t y  m e n t a l  h e a l t h  clinics, w e



b e l i e v e  t h e  c o m m i t t e e  s u b s t i t u t e  e x p r e s s e s  g o o d  f i s c a l  s e n s e  by 
p l a c i n g  t h e  n e w  s e r v i c e s  p r o p o s e d  b y  CS SB 156 a b o v e  "cli n ic  
s er vices" in t h e  p r i o r i t y  lis t  of AS 47 . 07 .0 35 . (The d e p a r t m e n t  
w o u l d  s u p p o r t  e v e n  h i g h e r  p l a c e m e n t  on t he list, s u c h  as s e c o n d  and 
third.)

Position;

G i v e n  t h e  r a p i d  g r o w t h  of M ed icaid, w e  b e l i e v e  it is e s s e n t i a l  to 
be su r e t h a t  e a c h  n e w  s e r v i c e  A l a s k a  adds is c l e a r l y  n e c e s s a r y  to 
c o m p l y  w i t h  f e d e r a l  l aw or t o  r e m e d y  a n  i d e n t i f i e d  c o v e r a g e  g ap 
w h i c h  p o s e s  a r e a l  t h r e a t  t o  t h e  h e a l t h  of M e d i c a i d  re cipients. 
W e  also b e l i e v e  t h a t  t h e  d i s c u s s i o n  of a d d i n g  a n y  s e r v i c e  w h i c h  
does n o t  p a s s  e i t h e r  of t h e s e  t es t s m u s t  i n c l u d e  c o n s i d e r a t i o n  of 
t h e  c o m p a r a t i v e  i m p o r t a n c e  of o t h e r  o p t i o n a l  s e r v i c e s  w e  d o  not 
provide.

T h e  d e p a r t m e n t  d o e s  n o t  o p p o s e  t he a d d i t i o n  t o  M e d i c a i d  of 
p s y c h o l o g i s t s '  s e r v i c e s  for adults, n o r  d o e s  it o p p o s e  t h e  a d d i t i o n  
of p s y c h o l o g i c a l  as so ci a t e s '  s e r v i c e s  for b o t h  c h i l d r e n  a n d  adults. 
W e  do n o t  o p p o s e  t h e  addition, at som e f u t u r e  time, of l i c e n s e d  
c l i n i c a l  s o c i a l  wo r ke r s '  services, p r o v i d e d  t h a t  t h e  n e e d  fo r this 
s e r vi ce  is c l e a r  a f t e r  w e  h a v e  som e e x p o s u r e  t o  t h e  e f f e c t s  of 
O B R A  '89 c h a n g e s  a n d  t h e  a d d i t i o n  of p s y c h o l o g i s t s  p r o p o s e d  b y  CS 
SB 156.

K i m b e r l y  l6. B u s c h
A c t i n g  D i r e c t o r
Div. of M e d i c a l  A s s i s t a n c e

Date; '-2- V '- fV

A p p r o v e d  by;

C o m m i s s i o n e r

Date: L\~  ~  91



PSYCHOLOGICAL
ASSOCIATION 3211 Providonco Drive, Anchorage , Alaska 99500 (907) 706*1711

P O S I T I O N  P A P E R

Issue: A l a s k a n  Ps yc hologists, a l t h o u g h  li ce n s e d  by the S ta te  of

Ala s ka , are o m i t t e d  from the stat u te s w h i c h  d e t e r m i n e  the ty pe  of 

ca re  a l l o w e d  by and c o v e r e d  u n d e r  the M e d i c a i d  program.

y
Position: 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  is p r o p o s i n g

c h an ge s in the c u r r e n t  statutes to a l l o w  M e d i c a i d  p a t i e n t s  to 

r e c e i v e  p s y c h o l o g i c a l  services w i t h  c o n s u m e r  c h oi ce  r e g a r d i n g  the 

l i c e n s e d  p r o v i d e r  of the service.

C u r r en t sta tu te s crea t e a s i t u at io n which:

1) D i s c r i m i n a t e s  against the n e e d y  and those in r e m o t e  locations;

2) Is m o r e  c o s t l y  to the M e d i c a i d  system;

3) L imits the q u a l i t y  of care a v a i l a b l e  to all Al as k an s;

4) R e s ul ts  in a r e s t r a i n t  of trade.

The p r o p o s e d  c h a n g e s  w o u l d  c o r r e c t  this s i t u a t i o n  a n d  a l l o w  

p s y c h o l o g i s t s  to rece i ve  c o m p e n s a t i o n  f or s e r v ic es  p r o v i d e d  to 

M e d i c a i d  patients. Currently, a n u m b e r  of p s y c h o l o g i s t s  p r o v i d e  

n e e d e d  ca r e to M e d i c a i d  pat ie nt s w i t h o u t  co m pe n s a t i o n ,  or t h e y  are 

f o r c e d  to resor t to the courts in legal a c t i o n  agai ns t a g e n c i e s  of 

the S t a t e  of A l a s k a  to recei ve  c o m p en sa t io n.  It is c u r r e n t l y  the 

p r a c t i c e  of the A l a s k a  A t t o r n e y  G e n e r a l ' s  o ff i ce  to s e t t l e  • such 

suits oJt of c ou rt  w h e n  possible. M a n y  p s y c h o l o g i s t s  fe el  that 

r e a s o n a b l e  c h a n g e s  in the s tatutes by the l e g i s l a t u r e  are the o nl y



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  an d t i m e - c o n s u m i n g  suits. T h e y  ha ve  e l e c t e d  to p u rs u e th es e 

c h a n g e s  t h r o u g h  t he ir  p r o f e s s i o n a l  As so ciation.

The F e d e r a l  M e d i c a i d  p r o g r a m  a l l ow s the v a r i o u s  states to d e t e r m i n e  

e l i g i b i l i t y  and types of care c o v e r e d  by 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  se rv ic es  are p r o v i d e d  for 

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 Medicaid. These include 

o p t o m e t r i s t s ,  p h y s i c a l  thera pi st s,  n u r s e  midwives, p h y s i c i a n s  and 

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  about half, p r o v id e for 

M e d i c a i d  r e c i p i e n t s  to r e c e i v e  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 nd eve n e m p l o y e e s  of the State 

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  care p la ns  are able 

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  psycholo gi st .

H o w ev er , 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 ay not c hoose f r ee ly  

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 vi de rs . T h e y  are also d e n ie d equal 

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

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 ue st s y o ur  support 

of S e n a t e  B i l l  29, w h i c h  allo w s M e d i c a i d  r e c i p i e n t s  access to 

p s y c h o l o g i c a l  services.



P s y c h o t h e r a p y  R e d u c e s  C o s t s  

F o r  O t h e r  C a r e ,  S t u d y  S h o w s

Support for the contention that, psy­
chotherapy leads to lower costs fo r 
other medical services was bolstered 
recently w ith the completion o f a ma- 
jo r  study at the University o f  Colora­
do Health Sciences Center.

Researchers Em ily Mum ford, Her­
bert J. Schlesinger, Gene V. Glass, 
Cathleen Patrick (all Ph.D .'s), and 
Timothy Cuerdon analyzed 58 cost- 
offset studies completed since 1978 
and the 1974-78 claims files o f the 
Blue Cross and Blue Shield Federal 
Employees Program (FEP), which 
contains insurance information on 6.7 
m illion persons. They found that ou t­
patient mental health treatment (in ­
cluding psychotherapy and less mten- 
sive interventions) led to significant 
reductions in utilization o f medical 
services, particularly inpatient serv­
ices.

The ir analyses also indicated a larg­
er cost-offset effect among o lder peo­
ple who had received mental health 
treatment than among young o r m id­
dle-aged psychotherapy pa tien ts . 
Their findings w ill be published in the 
October issue o f the Am erican Jour­
nal o f  Psychiatry.

The two sets o f data the researchers 
analyzed produced sim ilar results.

Data from the 58 cost-offset studies 
indicated that in 85 percent o f the 
studies there was a decrease in medi­
cal care utilization after psychothera­
py The researchers analyzed only the 
12 studies that could not be biased by 
self-selection as in the naturalistic, 
time-series ones that compared the 
individual’s medical care use before

and after psychotherapy. They found 
that after mental health treatment, in­
patient hospitalizations were approxi­
mately 1.5 days shorter than those of  
the contro l group's average o f 8.7 
days.

Most o f the experimental (treat­
ment) group received only modest 
psychotherapeutic intervention, while 
the contro l group received ju s t a stan­
dard medical regimen.

In five o f the controlled experimen­
tal studies, Mum ford and her co l­
leagues were able to analyze data on 
both inpatient and outpatient medical 
u tiliza tion . The average change after 
psychotherapy was -73.4 percent fo r 
inpatient and -22.6 percent for outpa­
tient care.
Inflation Rate

The researchers also compared the 
FEP data w ith  inflation rales for the 
five-year study period. They found 
that w h ile ' medical charges for all 
groups increased during this period, 
the tota l care charges fo r the psycho­
therapy treatment group— all o f whom 
had at least seven outpatient and no 
inpatient visits— increased more slow­
ly  than the average inflation rate o f 
13.6 percent. S im ilar charges fo r the 
comparison group increased faster 
than did the inflation rate.

A fte r the in itia l year, the psycho­
therapy group had significantly lower

the o th e rfo u r years analyzed. In each 
year the treatment group oulspcnt the 
comparison group for outpatient care, 
and the differences remained constant 
throughout the period. The cost re­
ductions were thus attributable pri­
marily to lower inpatient costs.
Age

Age turned out to be a significant 
factor in the degree o f cost-offset fol­
low ing mental health treatment.

Twenty-three o f the 58 studies re­
ported the mean age o f the subjects, 
including 15 studies o f inpatients, four 
o f outpatients, and four o f alcoholic 
outpatients. In all three settings older 
people had greater reductions in medi­
cal care use after mental health treat­
ment.

Comparable results were evident 
when they analyzed the FEP data for 
age differences. Patients 55 years o f 
age or o lder showed the greatest de­
crease in hospital charges after psy­
chotherapeutic intervention. The ir av 
erage inpatient medical charges in 
1974, the first year o f the study peri­
od, were more than $160 higher than 
those o f the comparison group. By 
1978 the treatment group was spend­
ing $70 less than the comparison 
group. Differences in outpatient ex­
penses were not significant.

Using research showing that elderly 
persons suffer more emotional dis­
tress than younger ones— due largely 
to chronic illnesses, loss o f friends, 
lov rd  ones, o r income, and forced 
relocation— yet receive proportional­
ly  less psychia tric care, Mum ford and 
colleagues suggest that "underu tiliza ­
tion o f mental health services by the 
elderly may result in needless suffer­
ing among the e lderly and needless 
cost to so c ie ty ."

Physicians spend less time with 
the ir o lder patients, the researcheri 
point out, and thus offer litt le  emo 
tional support to the group that eouk 
benefit most from  a sympathetic cur 
Nonpsychiatric physicians arc oftci 
unaware o f how important it is fo 
them to boost the determ ination o 
older patients to continue taking mcd 
ication as prescribed and to follov 
other medical advice.

The problem  is compounded an. 
the cost o f medical care increased 
they suggest, by the frequent reluc 
tance o f o lder patients to confide cmc. 
tional problems to younger phys 
cians, who may in turn neglect to as 
about emotional and psychologic; 
problems that may be affecting the 
elderly patients.

*
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M e n t a l  c a r e  

s e e n  r e d u c i n g  

m e d i c a l  c o s t s
The provision of  necessary  m en ta l  

treatment lor ninny medical palients can 
lead to a decline m subsequent medic.il 
costs, accorriinK lo a study described in 
the October' issue of the American Jour­
nal of Psychiatry.

The savings are particularly significant 
among the hospitalized and the elderly, 
according to the report.

The two-part study analyzed data-from 
58 published and unpublished research 
reports comparing hospitalized patients' 
medical costs before and after they re­
ceived mental health services. "Eighty-five 
percent of all these studies reported a d e ­
crease in medical utilization following
psychotherapy," wrote Emily Mumford, 
PhD, of the New York State Psychiatric 
Institute. 1 

She and her colleagues concluded that 
the " clearest cost-offset effect appears 
l argelyTn the reduction  ol inpatient ra ther

ian outpatient costs. . . .  Older patients 
show  larger cost-o ffse t  effects th an  
younger ones."

Twenty-two of the 58 studies dealt with 
medical-surgical patients who received 
em otional, psychologica l,  and e d u c a ­
tional support during  hosp ita liza tion . 
These studies generally found that these 
patients recuperated faster than those who 
did not receive such support, with an av­
erage reduction in inpatient length of stay 
of 1.5 days.

ANOTHER 26 studies compared medi­
cal utilization before and-after psycho­
therapy. Twenty of the studies showed an 
average decline of 33% in the u s ~ o f 
medical services. Hve other studies com ­
paring the use ol inpatient and outpatient 
costs after psychotherapy showed that in­
patient costs dropped  more dramatically.

Dr. Mumford pointed out that psycho- 
logical support had a greater effect on 
people  older than 55. A study of elderly 
pa tien ts  h o sp ita l ized  for leg fractures 
showed that those w ho received psychi­
atric consultation left the hospital an av­
erage of 12 days earlier than those who 
did not, and "twice as many of the pa­
tients who had been  provided [with] co n ­
sultation returned hom e rather than being 
discharged to a nursing home or other in­
stitution," the report stated.

The second part of the  study was based 
on a review of data from the files of the 
Blue Cross/Blue Shield Federal Employes 
Plan, which covers 6.7 million people.

Dr. Mumford and her associates, com ­
paring claims from individuals who had 
received psychotherapy with those who 
had not, found that medical charges for 
all patients increased during the study. The 
authors reported, however, that "follow­
ing mental health treatment, the medical— u      » . . v ,  »■ ■ s . x o v . u i

care charges of the treatment group in-* 
creased more slowly than the average in­
flation rate of 13 .6 %  per y e a r . . . .  In colv" 
trast, tne charges of the comparison group 
increased taster than the inflation rale.
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MENTAL HEALTH BENEFITS: NEED AND COST EFFECTIVENESS

•- NIMH estimates that 23 million American adults have a serious 
mental disorder other than substance abuse. These mental Illnesses cost 
society an estimated j23-billion annually, about half of which is 
attributable to lost productivity. 1n the workplace (NIMH, 1S89).

•- NIMH further estimates that in any one-month period a l m o s t J U  
million people experience depression-at an estimated annual cost of $16, 
bi 11 ion. $10 billion of which 1s>attributable to absenteeism from the work­
place (NIMH, 1989).

•- A  recent Gallup survey reveals that stress causes American worker! 
to miss an average of 16 days on the job each year, and nearly three-fourth: 
of the corporate medical directors and human resources managers surveyed 
called it "very pervasive" or "fairly pervasive." The managers reported 
that 132 of their employees suffer from symptoms of depression, including 
difficulty in concentrating (362), sleep problems (352), loss of energy 
(272), and loss of interest in work (182).'; (American Medical News, Nov. 10 
1989)

I- Researchers at the Rand Corporation concluded that mental illness, 
including depression, can be as functionally disabling as a serious heart 
condition and more disabling than other chronic physical illnesses such as 
lung or gastrointestinal problems, angina, hypertension, and even diabetes 
(Journal of American Medical Association, 1989). - . .

I- Investigations have found that 602 of all health caca.visits are 
by people with no physical problem. This figure rises to 802-902 when I 
stress-related illnesses (e.g., peptic ulcer, ulcerative colitis, . . . y  * 
hypertension, etc.) are also included (Cummings & VandenBos, 1981).

CQ.S.T- QFFSET.AND_CQST-EFFECTIVENESS

'‘The cost of Including mental health benefits 1n health Insurance plans 
must be evaluated in light of the substantial savings that accrue from 
making qualified mental health services available. A  growing hocfy of 
empirical research demonstrates that even brief, limited mental health 
intervention can substantially reduce the utilization and cost of more 
expensive medical care: , ;.v • -
■'V •- Numerous studies show a.decrease from 5 to 80 percent 1n medical 

service use f-.llowing mental health treatment. Of 22 studies examining the 
impact of alcohol and mental health treatments, 21 presented medical 
utilization decreases, with average reductions of 462 after alcohol 
treatment and 262 after treatment for mental illness (Jones & Vischi, 1979)

-over-

N.W.
>36



•- An examination of the medical care records of 400 patients for a 
five-year period show that patients receiving ambulatory mental health care 

jl have lower utilization of medical services than patients not receiving 
1 mental health treatment. By the second post-treatment year, the untreated 

group used 1.53 as much non-psychiatric medical care as the treated group, 
and averaged more than $94 per year in increased non-psychiatric medical 
costs compared to the treated group (Borus, et al., 1985)

•- A  comprehensive analysis of a collection of 58 controlled studies 
and claims files for the Blue Cross/Blue Shield Federal Employees Plan from 
1974 to 1978 concluded that, following mental health treatment, the average 

f 8.7-day inpatient hospitalization was reduced by 1.5 days (Mumford, et al., 
f 1984).

•  —•
.1- Other Blue Cross and Blue Shield data show that following 

outpatient mental health care, the monthly cost per patient for medical 
I services dropped from $16.47 to $7.06. Inpatient and outpatient medical 

• I visits decreased by more than 541 (Blue Cross of Western Pennsylvania,
. 1976) o

t

•- A  comparison was made of three groups of persons, all diagnosed as 
having one of four chronic, illnesses, covered by the Blue Cross/Blue Shield 
Federal Employees Program from 1974 to 1978. One group received 7 to 20 

?!.%/'mental health visits within three years, the second was seen for more than 
21 visits and the third group had no mental health treatment. By the third 
year, the 7 to 20-visit group had annual medical charges $309 lower, and 
those with more than 21 visits had medical expenses $284 lower than the no- 

rj! mental-health-treatment group (Schlesinger, et al., 1983). • .v.

•- ' Corporations are increasingly finding that employee, assistance --h 
P r e programs that Include psychological care can decrease employee medical

costs. For example, General Motors had 11,813 referrals to Its EAP in 1986. 
During the same period, sickness payments were reduced by 40t (The New York 

8/30/87). . ... -

xr  »•-• •. • *'
§«.' studies of subscribers to the Kaiser-Permanente health insurance ';: 

plan show that medical bills of heavy users of health services decreases . 1 
anywhere from 371 to 75* after short-term psychotherapy. (The New York J :,\; 
Times, 8/30/8/j." .... 7,. y , .• A.-'Jicsr'-yj'x'v.

v ; ' .1- Mental health services combined with treatment for physical - .'H'*''" 
disorders results in decreased hospital costs at least equal to the cost of 

•''.'the mental health services. A  recent study of several chronic diseases 
. •;.> showed that the use of mental health services "improves the quality and

(
appropriateness of care and also lowers costs of providing it" (Schlesinger, 
et al., 1983). . ... . ..

" I- Demand for mental health services would not rise dramatically with 
<f- needed, responsible increases in insurance coverage. A  recent study showed 
•• •■' ( onlv_9t,of those with generous mental health coverage sought treatment.

V* r.vTWe'inret al., 1982) . v .. ..



T r a in in g  a n d  E x p e r t is e  

A s  H e a lt h  C a r e  P r o v id e r s

□  N o  o th e r  m e n ta l h e a l th  p ro fe s s io n  re q u ire s  a s h ig h  a  d e g re e  o f e d u c a tio n  a n d  tra in in g  in  
_ m e n ta l h e a l th  a s  p sy ch o lo g y . A c c re d ite d  d o c to ra l p ro g ra m s  in  clini 'a l  p sy ch o lo g y , 

in c lu d in g  p ra c tic u m s  an d  in te rn s h ip s  a t  c lin ics and  h o sp ita ls , ta k e  an  a v e ra g e  o f 5 1 /2  
y e a r s  to  c o m p le te . O v e r tw o -th ird s  o f th e s e  c lin ical in te rn s h ip s  a re  in  h o sp ita l s e t tin g s .

□  A ll 50 s ta te s  a n d  th e  D is tr ic t  o f C o lu m b ia  h a v e  e n a c te d  law s re g u la tin g  th e  p ra c tic e  o f 
p sy c h o lo g y . L ic e n su re  is  r e q u ir e d  fo r  in d e p e n d e n t p rac tic e . M o s t s ta te  law s re q u ire ,  a s  
a  m in im u m , a  d o c to ra l d e g re e  fro m  an  a c c re d ite d  in s titu tio n  a n d  a t le a s t  tw o y e a rs  
o f  su p e rv is e d  e x p e r ie n c e  b y  a  s e n io r  p sy ch o lo g is t. T o  fu r th e r  e n s u re  quality , a n  e th ic a l 
c o d e  h a s  b e e n  a d o p te d  a s  p a r t  o f all s ta te  lic en s in g  law s.

□  A c c re d ite d  c lin ica l p sy c h o lo g y  p ro g ra m s  e m p h a s iz e  a  b a s ic  c o re  th a t  in c lu d e s  b io lo g ica l, 
c o g n itiv e , e m o tio n a l, a n d  so c ia l b a s e s  fo r  h u m a n  b eh av io r, d ia g n o s tic  ev a lu a tio n  a n d  
a s s e s s m e n t , r e s e a rc h , a s  w ell a s  in te rv e n tio n  a n d  t r e a tm e n t  te c h n iq u e s . A m o n g  th e s e  
te c h n iq u e s  a re  in d iv id u a l, ch ild , fam ily  an d  g ro u p  th e ra p ie s .

□  S in ce  th e  m id-1980s, p sy c h o lo g is ts  hav e  p ro v id ed  m o re  o u tp a tie n t p s y c h o th e ra p y  a n d  
p sy c h o lo g ic a l d ia g n o s tic  e v a lu a tio n s  th a n  an y  o th e r  d o c to ra lly -tra in ed  m e n ta l h e a l th  
p ro fe s s io n a l. In  fac t, p sy c h o lo g y  h a s  b e e n  in  th e  fo re fro n t o f th e  le a d in g  p sy c h o lo g ic a l 
a n d  b io lo g ica l r e s e a r c h  on  th e  • l i n d /b o d y  in te rfac e , in c lu d in g  th e  d ia g n o s is  a n d  t r e a t ­
m e n t  o f s t r e s s  d is o rd e rs , n e u ro lo g ic a l im p a irm e n ts , b ra in  d ise a s e  a n d  p sy c h o so m a tic  
illn e ss .

□  D ia g n o s tic  te s ts  p e rfo rm e d  b y  p sy c h o lo g is ts  an d  n e u ro p s y c h o lo g is ts  a re  s ta te -o f-th e -a rt 
to o ls . In c reas in g ly , p h y s ic ia n s  a n d  o th e r  h e a lth  c a re  p ro fe s s io n a ls  tu rn  to  p s y c h o lo g is ts  
fo r  th e ir  d iag n o s tic  cap ab ilitie s .

□  In c re a s in g  n u m b e rs  o f p sy c h o lo g is ts  a re  p ro v id in g  e d u c a tio n  an d  tra in in g  in  d ia g n o s is  
a n d  tre a tm e n t fo r re s id e n ts , in te rn s  an d  s tu d e n ts  in  th e  fie ld  o f  in te rn a l m e d ic in e , fam ily  
p rac tic e , n e u ro lo g y , o b s te tr ic s , onco logy , p e d ia tr ic s , p h y s ic a l m e d ic in e  a n d  re h a b ili ta ­
tion , as  w ell a s  tr a in e e s  in o th e r  fie ld s.'



In  T h e  H e a lt h  C a r e  S y s te m
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□  T h e r e  a r e  a p p r o x i m a t e l y  5 0 , 0 0 0  d o c t o r a l l y - t r a i n e d  p s y c h o l o g i s t s  

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

d i s o r d e r s .

□  F o r t y - o n e  s t a t e s  h a v e  e n a c t e d  f r e e d o m  o f  c h o i c e  l a w s  r e q u i r i n g  t h a t  

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

t h o s e  s e r v i c e s  a r e  c o v e r e d  b y  t h e  i n s u r a n c e  c o n t r a c t  a n d  a r e  w i t h i n '  

t h e  s c o p e  o f  p s y c h o l o g i s t s ’ l i c e n s e s .

□  T h e  r e c o g n i t i o n  o f  p s y c h o l o g i s t s  a s  i n d e p e n d e n t  p r o v i d e r s  i n c r e a s e s  

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

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

f r e e d o m  o f  c h o i c e .

□  P s y c h o l o g i s t s  a r e  c u r r e n t l y  r e c o g n i z e d  i n  f e d e r a l  p r o g r a m s  

i n c l u d i n g  t h e  C i v i l i a n  H e a l t h  a n d  M e d i c a l  P r o g r a m  o f  t h e  

U n i f o r m e d  S e r v i c e s  ( C H A M P U S ) ,  t h e  V e t e r a n s  A d m i n i s t r a t i o n ,  t h e  

F e d e r a l  E m p l o y e e s  H e a l t h  B e n e f i t  P l a n  ( F E H B P ) ,  H M O s ,  c o m m u ­

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

f a c i l i t i e s  ( C O R F S ) , a n d  t h e  M e d i c a i d  p l a n s  i n  o v e r  h a l f  o f  t h e  s t a t e s .  

I n  a d d i t i o n ,  p s y c h o l o g i s t s  a r e  n o w  r e c o g n i z e d  a s  i n d e p e n d e n t  

p r o v i d e r s  i n  r e n d e r i n g  s e r v i c e s  t o  M e d i c a r e / H M O  e n r o l l e e s ,  a n d  t o  

M e d i c a r e  p a t i e n t s  i n  c o m m u n i t y ’ m e n t a l  h e a l t h  c e n t e r s  a n d  i n  r u r a l  

h e a l t h  c l i n i c s .



By R o n  W in s l o w
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V. hen Ic comes 10 surgery for em­

ploy.̂, companies can save millions of 
dollars v j t h  a few pointed questions: Is 
any alternative available? Can !t be an 
outpatient procedure? Can a hospital suy 
be shortened u'y a day or two?
But when applied to psychiatric care or 

tre«tmei;t 1 x  drug and alcohol abuse, such 
narrow cost-cuctinc efforts can cost a com-. 
pary million* of dollars. Instead, em­
ployers can s»« ini- their bill for mental- 
heultb care by taking the lone view, even - 
If that means spending mere In the early 
stages of treatment.
That's the conclusion of a four-year 

study of mental-healtb treatment at 
McDonnell Douglas Corp. By assessing In-, 
dividual cases carefully and emphasizing-, 
quality care from the outset the St Louis- 
aerospace and defense company expects to 
save more than S5 million over the next 
three years-Juit for people who begin 
care last year.
Prime Target
Treatment for such afflictions as- de­

pression. marital or Job-related stress and 
drug and alcohol abuse can account for up 
to 20% of employer health costSt Last year 
alone, according to benefits consultant 
Foster Higgins, such expenses Jumped 
27%. making them a prime target for cost- 
cutters. Meanwhile, a new study at West- 
lnghouse Electric Corp. suggests that de­
pression Is much more prevalent among 
white-collar workers than previous studies 
Indicated, with worrisome Implications for 
productivity.
"Many companies are wrestling" with 

mental-health care, says Veronica Vac- 
caro. manager of mental-health promotion 
for the Washington. D.C., Business Group 
on Health. "It's a very squlshy area. Bene­
fits managers don't know much about It. 
There's very little agreement on how long 
treatments should last."

Spending to Cut Mental-Health Costs
■ ^ mOSO" l a j i ”Employer Finds 

Quality Care 
The Best Buy

Shrinking the Costs of Mental Illness
Employee Auistance Program (EAP) re. Alternative Treatment 
Ex c m *  F a m i ly  M e d e a l  C l a im s ,— . ------ la* ^  « j  <  -w rm  n y a u m o  t o m r i O Q
I n d a l lu i  
14,000

EAP 
□  Norv-EAP

E x c c i i  T f t f m t o s t i o n  R s t s >  E m p l o y # #  
n l O i  o r u g  o r  A lo o f to l  D e p e n d e n c y  *
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. Without a consensus, specialists say, a 
patient may receive, say, 28 days of care 
in a psychiatric hospital because that’s 
what an Insurance policy covers Instead of 
what a diagnosis calls for. With such hospi­
tal costs running at II.000 a day, em­
ployers want to shorten hospital stays or 
move cases to outpatient care.
"The prevailing winds these days are to 

cut [mental-healthi benefits," says Dr. 
John J. Mahoney, managing director at Al­
exander & Alexander Consulting Group, 
who conducted the McDonnell Douglas 
study. "But we found the company gets the 
best mileage by providing the best possible 
service on the liont end.”
Different Results
The study compared employees who 

sought mental-health care on their own 
with those who chose to use the company’s 
employee assistance program, or EAP. 
Though coverage was essentially the same 
In either case, the study found the EAP, 
which screens troubled patients confiden­
tially and refers tbem for appropriate 
treatment, much more cost-effective.
The study, designed to adjust for differ­

ences In employees seeking the two kinds 
of care, Is based on medical claims and ab­
sentee records for more than 20,000 of 
McDonnell Douglas's 125.000 employees. It

Is particularly unusual in Its comparison of 
the long-term effectiveness of different ap­
proaches to treating mental Illness.
Already, EAPs are used by 70% of For 

tune 500 companies, a-rordlng to the Em­
ployee Assistance rem Association, 
and about one-thl. . U.S. employees 
have access to the programs. Marketers of 
EAPs are likely to use the study as evi­
dence that they are effective, but re­
searchers caution that the programs vary 
widely In design and quality-
"This program saved money because It 

was run In a certain fashion, not because It 
was an out-of-the-box EAP program." says 
Dr. Mahoney. Adds Ms. Vaccaro: "Compa­
nies are beginning to use their EAPs u 
cost-management programs, but for that to 
be effective. It has to be a comprehensive 
approach.”
i At McDonnell Douglas, In-house super­
visors oversee the program while EAP 
stall members from outside the company 
actually meet on a confidential basis with 
•'employees-or their dependents-and 
imake an Initial assessment of the patient.
. says Daniel C. Smith, director of employee 
i assistance and human resource risk nan- 
Jagement services.

"Our approach Is to provide wt-never 
level of treatment Is warranted by that as­
sessment." Mr. Smith says, “rather than., 
focus on short-term cost-contalnment ob­
jectives." But the company selects only 
providers with established track records of 
cost-effective care. And It closely monitors 
• each case, both during treatment and for 
up to two years after the employee returns 
to work.

i A crucial component of the company’s

EAP Is Insisting that the whole famil: 
Included In treatment. That result; 
higher first-year costs In many cases.
"It seems to be a very Important aspet 
long-term recovery and long-term her 
cost management." Mr. Smith says.
Fam ily Impact
Indeed, the study offers dramatic 

dence of the broad Impact of psychla 
problems or substance abuse: Famine 
employees treated for chemical dep 
dency outside of the EAP consumed an 
erage of S8.400 more In medical send 
over four years than families with no m 
tal-health treatment For psychiatric tn 
menu the excess medical costs averat 
111,000. Under the EAP. these added fa 
Uy costs were reduced by more tt 
half.
Among the study's other hlgtdJghts
-Over four yean, employees who m 

the EAP for chemical dependency tre 
ment missed 44% fewer workdays, h 
81% lower attrition and (lied 17,300 less 
health-care claims than those who did: 
use the EAP. Savings were somewh 
smaller In all categories for psychlatr 
care.
-Forty percent of employees treat 

outside the EAP for drug or alcohol abu 
left the company within four yean, cor 
pared with Just 7.5% of those who used tl 
EAP. The study didn't factor In costs of r 
placing an experienced emp loyee, but r 
dudng attrition Is a corporate goal b 
cause of a decline In the availability 
qualified new workers. Mr. Smith say 
"Retaining valued employees has a who 
new significance today."
-Employees who sought mental-healt 

care through their health maintenance o 
r-anlxations were four to five times moi 
likely to quit or be fired within four year 
than those who used the EAP. That "star 
tllng difference In outcomes," Mr. Smitl 
says. Indicates that "something is wrong 
and dramatically wrong," with the quality 
of mental-health and substance-abuse can 
that prepaid health plans provide.
McDonnell Douglas says It doesn't plar 

to require employees seeking care to us 
the EAP, but It hopes the program's effec 
tiveness will attract people.. The com 
pany's estimated S5.1 million In saving 
over the next three years Is based on i.oi 
clients who began treatment through tin 
EAP In 1988, comparing thetr costs wlti 
what they would pay had they gone outsldi 
the EAP. Of the total, the report says. £ 
million will come from reduced employer 
medical claims. S2J million from reduce* 
dependent medical claims, and ssoo.oa 
from reduced absenteeism. Savings (or 
employees who began treatment In other 
years would be cumulative.



G O S T - S A U I N G S  A S  A  R E S U L T  Q F  P S Y C H O T H E R A P Y

V  A number  o f  s t u d i e s  h a v e  d i s c u s s e d  t he f a c t  t h a t  o y e r a l  1 
m e d i c a l  c o s t s  a r e  d r  ama t i c a 1 1 y  r e d u c e d  one y e a r  a f t e r  a p a t i e n t  h a s  
been in p s y c h o t h e r a p y . The f o l l o w i n g  a r e  a f ew 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 T  be p r o v i d e d  upon r e q u e s t :

1 . N i c h o l a s  Cummings ,  P h . D . ,  w i t h  K a i s e r - P e rm a n e n t e  m e n t a l  
h e a l t h  pr ' og r ams  s t a t e d  i n t he  O c t o b e r  1 5 , 1 9 8 2  P s y c h  i a t r  i c Ne»* 
t h a t  " . . . D i s p i t e  two d e c a d e s  o f  r e s e a r c h . . .  s h ow 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  me 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  when 
^ 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  HMO's was  done " . . . b y  r e l y i n g  c 
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 he  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 . . . . m e d i c a l  u t i 1 i z a t i d n *  d e c l i n e d  s i g n i f i c a n t l y — anc 
s t a y e d  down f o r  t he  -fi ive y e a r s  s t u d i  e d . ,  . C a n d ]  . . . amoung pat-i er i 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 pp e d  
7 5  p e r c e n t . "  T h i s  wa s  s e e n  a s  i m p o r t a n t  when ,  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  to 

* o r g a n i c  i l l n e s s  b u t  w a s ^ 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  many  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 ,  and  t h a t  t h e r a p y  d i d  n o t  h e l p  t hem,  b u t  t h e y  d i d  
d r a m a t i c a l l y  c h ang e  t h e i r  o v e r a l l  m e d i c a l  o v e r u t i l i z a t i o n  and n 
l o n g e r  h ad  s ymp t oms .  T h e r e  ha v e  been o v e r  2 8  r e p l i c a t i o n s  of  
t h e s e  s t u d i e s .  ‘ ~

2 . I n  1 9 7 7  S t e n  and Young  in 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 ;  
S o c i a l  wo 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 rma n e n t e  in 
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 . 1  V . 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 . 6 /  d e c r e a s e  
i n  t he  number  o f  p h y s i c i a n s  s e en  f o r  o f f i c e  v i s i t s ;  a 3 1 . 2 /  
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 . 6 '/ . d e c r e a s e  i n t h e  number  

 ̂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 /. d e c r e a s e  i n eme r g e n c y  room
I
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v i s i t s ;  a 6 6 . 7 V . 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  and  a 
7 7 . 9V . d e c r e a s e  i n t he  a v e r a g e  l e n g t h  o f  s t a y  i n the 
h o s p i t a l . . . i n t e r v e n t i o n  a p p e a r e d  t o  be 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 hange  r a t e  o f  some 5 3  p e r c e n t  "

J o n e s  and V i s c h i  ( 1 ???) ,  in 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 howed  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  5 7 % in one s t u d y  t o  6 2 V . i n  o u t - p a t i n t  m e d i c a l  v i s i t s  
and  6 8 % in 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  1 5 2  p a t i e n t s  showed 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  wa 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  
6 2 % and 6 8 % f o r  i n - p a t i e n t s .  The mo 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 he  ma 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 1 d i s t r e s s e d  g r o u p ,  s howed  no c h ang e  in 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 he  same f i v e  y e a r  p e r i o d .

5 . A We s t  German s t u d y  u t i l i z i n g  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  fourvd'  an 8 5 % r e d u c t i o n  in 
i n-p a t  i*ent u t i l i z a t i o n .  *

O t h e r  s t u d i e s
•̂ N

i nd 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 en  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  
more d o c t o r s  a p p o i n t m e n t s  and  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 en  one p s y c h o t h e r a p y  s e s s i o n  wa 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 .  Howev 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  we 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  J _ 2  s e s s i o n s ,  l e a d  t o~The 
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  New Yo r k  T ime s  and b y  t he  P s y c h o t h e r a p 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 he  N a t i o n a l  
i n s t i t u t e s  o f  Men 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 an
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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  among 
peop 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  and 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  and  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 had  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  one 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  we r e  6 6 '/ . l owe r  t han  the 
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 . . . . They  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  mos t  e f f e c t i v e  when i t  i n v o l v e d  mod e r a t e  
amo 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 om 7  t o  -2 0 . "

1 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 he  Sep t embe r  2 1 , 
1 9 8 4  P s y c h i a t r i c  News 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  med i c a l  vs e r v  i c e s , and  p a r t  i cu 1 a r  1 y ... 
i n p a t i e n t  s e r v i c e s .  " . . . a f t e r  me 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  we r e  a p p r o x i m a t e  1 y  1 . 5  d a y s  s h o r t e r
t h a n  t h o s e  o f  t he  c o n t r o l  g r o u p ' s  a v e r a g e  o f  3 . 7  d a y s  The
a 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  wa s  -7 3 . 4  p e r c e n t  f o r
i n p a t i e n t  and - 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 he
i n i t i a l  y e a r ,  t he  p s y c h o t h e r a p y  g r o u p  had  s i g n i f i c a n t l y  l ow 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 ch  o f  t.he o t h e r  f o u r  y e a r s  
a n a l y z e d . "

.  #  * »' " " ■ ■ .............. ....... . .........  . ■ ■ - - 'i —

*' ’• ,
9 . EmiMy Mumf o r d ,  iPhj .D. '  i n t h e  O c t o b e r ,  1 9 8 4  i s s u e  of" t he  • 
A me r i c a n  J o u r n a l  .of 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  5 8  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 . The 
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  we 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 em 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 he  m e d i c a l  c a r e  c h a r g e s  o f  t he  
t r e a t m e n t  g r o up  i n c r e a s e d  more s l o w l y  t h an  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 V . 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 up  i n c r e a s e d  f a s t e r  t h an  t he  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 9 8 3  
r e p o r t e d  i n  f i n d i n g s  b y  t he  U. S .  S*teel  Company t h a t  t h e r e  was  
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 me 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  and  s e v e r a l  o t h e r  l a r g e  c omp a n i e s  have:  
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  same t i m e .

\
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1 1 . F e d e r a l  Emp 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 ,  showed t h a t  o n l y  5  - 7 '/ . o f  the 
t o t a l  h e a l . t h  c a r e  c o s t s  a r e  -for 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 h e  l o c a l  HMD, S e l e c t C a r e ,  i n  s t u d y i n g  3 1  Ph .D .  
and  M . 3 .W.  p r o v i d e r s ,  i n c ompu 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  number  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! y 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  
v w a s  4 . 3  v i s i t s .  i"he 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  me n t a l  h e a l t h  
i 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 0 t h  o f  1/  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  we r e  1 1 8 , 7 6 7  p a t i e n t  c o n t a c t s  w i t h  4 5  
p h y s i c i a n s  a t  The Eugene  H o s p i t a l  and  C l i n i c .  Of 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 X we 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  emo t i ona . 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 .

.  # t
1 4 . The Group 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 . ,  s howed  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  much a s  3 0 . 7 X,  
a n d  a 7*9 . 8 ’/ . d r op  i n, L»ab and X- r a y  u s e  t he  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  we r e  r e c e i v e d .

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 he  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 l  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 had  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  wor k  
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 am s  in 
$>nly c o s t s  $0 . 0 0  - $0 . 1 5  p e r  mon t h/p r emi um (NASW
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D .C . s t u d y ) .

2 2 . A 1 9 7 2  s t u d y  i n We s t  Germany 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 had  
a v e r a g e d  1 0 0  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  8 1 7 . f e l t  s t r o n g l y  
t h e y  we 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  
. any i 1 1 n e s s .

y
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 am  f o r  e m p l o y e e s  a t  K e n n e c o t t  Copper  i n U t a h .  
B e f o r e  t he  p r o g r am e m p l o y e e s  a v e r a g e d  5 . 8  w o r k i n g  d a y s /mon 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 . 6 7 / p e r s o n / m o n t h , 
and  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 /person/mc-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  we 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 d  t o  a 2 . 9 3  a v e r a g e
w o r k i n g  d a y s /mon 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 /pe r s on/mon t h ' ,  and  hosp 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 . THIS I S  A 4 9 . 5 / REDUCTION IN ABSENTEEISM.  
A 6 4 . 2 / REDUCTION IN WEEKLY INDEMNITY.  AND A 4 8 . 9 / REDUCTION ‘IN 
HOSP.-MED.-SURGERY COSTS!! Those- *emp1 o y e e s  n o t  i n v o v e d  i n
p s y c h o t f h e r  a p y  t ended ,  , t o  g e t  w o r s e  and  s howed  I n c r e a s e s  o f :  . 2 . 9 ’/. 
i n c r e a s e  ‘i n  a b s e n t e e i s m ,  a 2 8 . 5 / i n c r e a s e  i n  w e e k l y  i n d e m n i t y  
c o s t s ,  and a  7 . 7 / i n c r e a s e  i n  h o s p i t a l ,  m e d i c a l  and s u r g i c a l  
c o s t s .

2 4 . A ’ 1 9 8 0  l e t t e r  f r om  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 mpa 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 . 1’

2 5 . A 1 9 7 9  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  News  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  a r e  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 he f i n d i n g s  we r e  t h a t  o n l y  b e t w e e n  5 ' t o  
7 / o f  t h e  c l a i m s  d o l l a r s  we 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 r  
t y e a l t h  s e r v  i c e s . "
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2 6 .  A 1 9 8 4  NIMH s t u d y  < AMA News ,  Novembe r  9 , 1 9 3 4  ) j  w h i c h  i s  
t he  l a r g e s t  and  mos 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  me 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 r  
a t  l e a s t  one men t a l  d i s o r d e r .  Such d i s o r d e r s  we r e  e q u a l l y  
d i v i a e d  b e t w e e n  m a l e s  and f e m a l e s .  Howe v e r ,  o n l y  l / 5 th o f  t h a s i  
s o  i d e n t i f i e d  e v e r  saw a men 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 .  The r e s t  we r e  s e en  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  
and  n e v e r  r e f e r r e d  f o r  s e r v c e s .

2 7 . A 1 9 8 0  a r t i c l e  i n Ame r i c a n  M e d i c a l  News  <T0 / 1 0 / 3 4 ) s t a t e -  
t h a t  " . . . A  p r e p a i d  men 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 . . . . "  As  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  and 
c o s t - s a v i n g s , " . . . f o r  t he  f i r s t  t i me  i n  t h r e e  y e a r s ,  S t a t i o n e r s  
Co r p .  d i d  n o t  ha 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 e  
prem  i u r n s . "

'2 3 . M cDo n n e l 1 ' Dougl  a s  <and s e v e r a l  o t h e r  c omp 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  Bowes ,  and  IBM) i n p r o v i d i n g  i n -ho u s e  
m e n t a l  h e a l t h  s e r v i c e s  f o r  employe-es " 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  1 0  |y,e,ars‘. . . 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  and 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  and r e d u c e d  a b s e n t e e i s m . . . . "

Ame r i c a n  J o u r n a l  o f  P s y c h i a t r y
h a d  s e r v i c e s  f o r

2 9 . A 1 9 8 0  a r t i c l e  i n t he  ______________________
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  
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  we r e  s u b m i t t e d  by  g e n e r a l  p h y s i c i a n s  and  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 1 9 3 1  s t u d y  r e p o r t e d  i n A me r i c a n  M e d i c a l  News <9 / 4 / 8 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  Chav : i ng ]  
an S 5 X s u c c e s s  r a t e . "  A S t r e s s  managemen t  and  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  money .  " . . . 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 .
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American
Psychological
Association
A d van c in g  p sy cho lo gy  a s  a  s c ien ce , a  p ro le ss ion , a n d  a s  a  m e a n s  of p romoting h um a n  welfare

MENTAL HEALTH BENEFITS: NEED AND COST EFFECTIVENESS

niea

o 28 million American adults have a serious mental disorder other than substance 
abuse. These mental illnesses cost society an estimated $129.3 billion annually, 
about half of which 1s attributable to lost productivity In the workplace (Rice 
et al., 1990).

o In any one-month period almost 8 million people experience depression at an 
estimated annual cost of $15 billion, $10 billion of which Is attributable to 
absenteeism from the workplace (Regier et. al., 1988; NIMH, D/ART Office, 1990).

o Stress causes American workers to miss an average of 16 days on the job each year, 
and nearly three-fourths of the corporate medical directors and human resources 
managers surveyed call stress "very pervasive" or "fairly pervasive." Managers 
surveyed reported that 13$ of their employees suffer from symptoms of depression, 
Including difficulty 1n concentrating (36$), sleep problems (35$), loss of energy 
(27$), and loss of interest in work (18$). (American Medical News, Nov. 10, 1989).

o Mental Illness, Including depress ion, can be as functionally disabling as a serious 
heart condition and more disabling than other chronic physical Illnesses such as lung 
or gastrointestinal problems, angina, hypertension, and even diabetes (Wells et 
al., 1982).

o 60$ of all health care visits are by people with no physical problem. This figure 
rises to 80$-90$ when stress-related illnesses (e.g., peptic ulcer, ulcerative 
colitis, hypertension, etc.) are also Included (Cummings & VandenBos, 1981).

COST OFFSET AND COST. EEFECIIYEHESS

The cost of including mental health benefits In health Insurance plans must be 
evaluated in light of the substantial savings that accrue from making qualified 
mental health services available. A  growing body of empirical research demonstrates 
that mental health care can substantially reduce the utilization and cost of more 
expensive medical care. This economic effect is known as "cost offset".

o Three hundred veterans who received abbreviated mental health treatment following a 
history of excessive medical health utilization were able to reduce outpatient 
medical visits by 36$. Control groups, who received no psychotherapy, actually 
increased outpatient medical utilization. (Massad et al., 1990).

o A comprehensive analysis of 58 controlled studies and claims files for the Blue 
Cross/Blue Shield Federal Employees Plan from 1974 to 1978 concluded that, following 
mental health treatment, the average 8.7-day inpatient hospitalization was reduced by
1.5 days. The same study summarized over 60 Investigations of psychotherapy effects 
on medical utilization and found that 85$ demonstrated medical utilization decreases 
following psychotherapy. The average decrease for Inpatient utilization was 73.4$, 
and for outpatient services 22.6$. (Mumford et al., 1984).

Seventeenth Street, N.W. ^ .... -



o 400 patients who received ambulatory mental health care had lower ut111k stIon of 
medical services than patients not receiving mental health treatment, over a five 
year period. By the second post-treatment year, the untreated group used 1.53 as 
much medical care as the treated group, and averaged more than $94 per year in 
increased medical costs compared to those who received mental health treatment.
(Borus at al., 1985).

o Medicaid patients hospitalized for physical ailments and provided mental health 
interventions realized average cumulative savings of $1,500 over a subsequent 2 1/2 
year period. The cost of the mental health Intervention was entirely paid for (I.e., 
totally offset) by these savings. Patients hospitalized without physical ailments 
who received mental health treatment realized savings, ranging from $296 to $392 
depending on severity of diagnosis. (Fiedler et al.» 1989).

(jo A three year study of over 10,000 Aetna beneficiaries showed that after Initiation I 
\ of mental health treatment, client medical costs dropped continuously over 36 months.*. 
The health costs of one mental health treatment group fell from $242 the year prior 
to treatment to $162 two years post-treatment. Other subject groups demonstrated 
similarly dramatic offset effects, leading the researchers to conclude that a 
decrease in total health care costs can be expected following mental health- 
interventions even when the cost of the intervention is included. (Holder & Blose, 
1987).

o Research on 20,000 enrollees at the Columbia Medical Plan showed that untreated 
mentally ill persons increased their medical utilization by 611 during a one year 
period. In contrast, the mentally 111 who received psychological treatment Increased 
their medical expenditures by only 111 during the same period. A  mentally healthy 
comparison group averaged a 91 increase. (Hankin, 1983).

#
o Numerous studies show a decrease from 5 to 80 percent in medical service use 
following mental health treatment. Of 22 studies examining t.he impact of alcohol and 
mental health treatments, 21 presented medical utilization decreases, with average 

- reductions of 461 after alcohol treatment and 261 after treatment for mental illness 
(Jones & Vlschl, 1979).

o Other Blue Cross and Blue Shield data show that following outpatient mental health 
care, the monthly cost per patient for medical services dropped from $16.47 to $7.06. 
Inpatient and outpatient medical visits decreased by more than 541, (Blue Cross of 
Western Pennsylvania, 1976).

o A comparison was made of three groups of persons, all diagnosed as having one of 
four chronic Illnesses, covered by the Blue Cross/Blue Shield Federal Employees 
Program from 1974 to 1978. One group received 7 to 20 mental health visits within 
three years, the second was seen for more than 21 visits and the third group had no 
mental health treatment. By the third year, the 7 to 20-visit group had annual 
medical charges $309 lower, and those with more than 21 visits had medical expenses 
$284 lower than the no-mental-health-traatment group. (Schlesinger, et al., 1983),
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STATE OF ALASKA 
DISTRIBUTION OF 

jICENSED CLIN ICA L SOCIAL WORKERS & 
LICENSED PSYCHOLOGISTS

dljA—SbUfif id/JU.

P ■ Licensed Psychologists 
S « Licenc'd Clinical Social Worket-

Woinurfght (S-1) 
Fairbnnki^(P-20, S-19)

Heely <s-1)

TOTALS
STATE OF ALASKA
110 Licensed Psychologists 
162 Licensed Clinical Social Uorkers

OTHER STATES

Information compiled from 
State of Alaska 

Department of Coimerce and Economic Development 
Division of Occupational Licensing 

Directories of Licensees
Licensed Clinical Social Uorkers: January, 1991

Licensed Psychologists: October 1990
30 Out-of-State Licensed Psychologists

OB
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SB 156 Analysis
I. Contractual Costs

a. The Alaska Medical Payments System will require modification to pay 
psychologists, psychological associates, and licensed social workers as a 
new service. The contractual costs include such items as the following: 
provider manuals, training, a new claims form, tables included in the 
system for psychologists' services for adults and licensed social workers' 
services, computer programming, computer reports, the addition of 
collocation codes, and a computer system test. Psychologists services for 
adults will require only 6 edits, at $ 1080/edit ($6480). Licensed clinical 
social workers and psycholigical associates are totally new provider types, 
each of whom will require $23,914.
Total one time FY92 cost = 54.3 (27.2 fed, 27.1 SGFM)

b. The Division of Medical Assistance must pay the claims processing 
contractor $6.23 for each claim processed. Estimated claims volume for 
FY92 is 8,000, assuming a January 1, 1992 start date. FY92 processing 
costs = 49.8. (36.2 Fed, 13.6 SGFM)

II. New Grants/Claims Costs
a. There is no accurate method for determining the numbers of Medicaid 

eligibies 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 one-half o f these are billing Medicaid at a rate 
15% lower than the rate charged by psychiatrists. Payments to the 
12 now billing at the higher rate will be reduced by $14,400 (15% 
reduction X 8,000 current average psychiatrist's Medicaid billing per 
year, X 12 psychologists = $14,400 Medicaid savings). However, 
we assume that 37% of the caseload is children, who could receive 
psychologists' services through Medicaid under EPSDT regardless of 
SB 156. Therefore, the net savings related to this legislation is 
$9,100 ($14,400 X 63%).

(3) Logic suggests that billings from physicians and psychiatrists who 
supervise the psychologists now providing services to Medicaid 
eligibles would decrease if these psychologists were to enroll directly. 
However, experience in other states that have added psychologists' 
services has varied so much on this point chat 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 new 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.

*



(6)

(7)

(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. 
We also assume that 37% of their Medicaid billings will be for 
children, who would be covered by Medicaid under EPSDT 
regardless; therefore, 63% of the cost of the new caseload would be 
attributable to SB 156. Cost for the new psychologists' services will 
be 34 hours per week X 50 weeks X $90 per hour X 15% X 63% X 
26 psychologists = $375,900.
The cumulative margin of error in all these assumptions for 
psychologists services is such that we do not feel it is necessary to 
separately cost psychological associates' services. We believe that 
one, two, or possibly three new providers will initially enroll, and the 
net costs of so few providers can be covered by the funding 
requested for psychologists.
39 licensed clinical social workers will enroll as providers in the first 
year (The actual number is likely to be higher, but because many 
licensed clinical social workers do not practice full time, we have 
assumed 39 "full-time equivalents" to simplify calculations.)

(8) Approximately 19 of these new providers are currently providing 
services indirectly, supervised by and/or billing through a physician or 
psychiatrist. About one-half of these are billing Medicaid at a rate 
20% lower than the rate charged by psychiatrists. Payments to the 
10 now billing at the higher rate will be reduced by $16,000 (20% 
reduction X 8,000 current average psychiatrist's Medicaid billing per 
year, X 10 licensed clinical social workers = $16,000 Medicaid 
savings). We assume no coverage of licensed clinical social workers 
through EPSDT.

(9) We have assumed that billings from physicians and psychic lists who 
supervise the licensed clinical social workers now providing services 
to Medicaid eligibles will not decrease if licensed clinical social 
workers were to enroll directly.

(10) Approximately 20 licensed clinical social workers in private practice 
who are not currently serving Medicaid recipients will enroll. We 
assume that these new providers will see an average of 21 patients 
per week for a total of 34 hours per week, and that they charge $85 
per hour for private sessions.

(11) We assume that licensed clinical social workers 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 the new licensed clinical social workers' 
services will be 34 hours per week X 50 weeks X $85 per hour X 
15% X 20 licensed clinical social workers = $433,500.



(12) Combined new costs for psychologists and licensed clinical social 
workers = $809,400 ($375,000 + $433,500). Combined savings 
= $25,100 ($9,100 + $16,000). Net costs = $784,300 
($809,400 - $25,100) for a full year. The time required for data 
system changes, promulgation of regulations, and provider enrollment 
activities necessitate a starting date no earlier than January 1, 1992. 
FY92 costs will therefore be 50% of a full year:

196.1 SGFM
196.1 FED
392.2 Total

(b) Costs for FY93 through FY97 are computed from the FY91
base estimates, adjusted for a full year, and increased annually 
by 23.4% (4.6% for price increases, 7.0% for increases in the 
number of eligible recipients, and 11.8% for utilization 
increases).
Claims processing costs are billed at $6.23 per claim. For 
FY93 through FY97, FY92 costs, adjusted for a full year, are 
increased by 18.8% annually (7.0% for increases in the 
number of eligible recipients and 11.8% for utilization 
increases).
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DOCUMENTS WHICH HAVE NOT BEEN FILMED BUT ARE 

AVAILABLE IN THE ORIGINAL FILE INCLUDE:

CORRESPONDENCE IN SUPPORT OF SB 156 FROM:

1. NORTON SOUND HEALTH CORPORATION, 4/15/91

2. ALASKA NATIVE HEALTH BOARD, 3/27/91

3. YVONNE MICHELI, KETCHIKAN, 3/15/91

4. JOEL B. WEIMAN, Ph D, ANCHORAGE, 3/05/91

5. JOEL B. WEIMAN, PHD, ANCHORAGE, 2/26/91

6. THE FIREWEED THERAPY CENTER, 10/22/90




