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c ALASKA STUDENT LOAN PROGRAM 

STUDENT LOAN ACTIVITY 

Projected to 2010-11

Loan Loan Loan Loan General

Year Awards Volume Collections Forgiveness •: Fund

87-88 17,204 $ 80,000,000 $23,298,455 $ 3,786,944 $56,701,545

88-89 16,738 80,345,504 27,587,414 4,441,374 52,758,090

89-90 - 16,381 80,676,052 33,387,487 5,326,377 47,288,565

90-91 16,044 81,024,565 40,624,030 6,430,564 50,400,535*

91-92 16,248 82,865,U42 44,721,848- 7,584,355 53,143,194*

92-93 * 16,491 85,341 ,434 52,739,315 8,745,092 52,602,119*

93-94 16,708 877298,990 56,381 ,286 9,831,303 45,917,704*

94-95 16,675 88,375,670 59,929,106 10,789,747 28,446,564

95-96 16,653 88,261 ,738 63,349,462 11,571,828 24,912,276

96-97 16,416 87,007,173. 66,563,505 12,187,296 20,443,668

97-98 -  16,018 84,895,801 69,475,57.5 12,679,094 15,420,226

98-99 16,745 88,748,536 '  71 ,991 ,794 .13,069,109 16,756,742

99-00 17,201 91,166,845- ' 74,056,739 13,360,407 17,110,106

00-01 17,546 92,991,621 ' 76,271 ,198 13,587,333 16,720,423

01-02 • 17;765 94,155,886 78,537,715 13,750,923 15,618,171

02-03 17,949 95,130,963 80,787,019 13,899,705 14,343,944

03-04 18,154 96,214,236 82,951 ,870 14,064,996 13,262,366

04-05 18,368 97,349,392 85,015,769 14,238,204 12,333,623

05-06 18,578 98,462,230 86,996,273 14,408,006 11,465,957

06-07 18,773 99,498,206 88,906,992 14,566,080 10,591,214

07-08 18,960 100,489,383 90,752,988 14,717,319 9,736,395
08-09 18,965 101,518,364 92,532,9.64 14,874,404 8,985,400
09-10 19,375 102,687,093 94,248,233 15,052,656 8,438,860
10-11 19,621 103,992,073 95,908,070 15,251,776 •8,084,003

*9U-91 includes $ 10.0  million to accommodate cash flow

•■*91 -9 2  Includes $15.0 million to accommodate cash flow

*92-93 Includes $20.0 million to accommodate cash flow

*93-94 Includes $15.0 million to accommodate cash flow

*Th1s builds up a float of $60.0 million to Allow for fal.l loan processing

G .F . with 
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25.000.000
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A L A S K A  C O M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

A L A S K A  S T U D E N T  L O A N  P R O G R A M

S U M M A R Y  O F  N E K  L O A N  O R I G I N A T I O N

YEAR TOTAL ,,
ENDING STATE SYSTEM BOND FUNDS ' debt • NEU

6/30 APPROPRIATIONS EQUITY (a) PROCEEDS AVAILABLE EXPENSES lb) 5ERVICE (cl LOANS
1 ♦ 2 ♦ 3 4 5 - 6 = 7

19B7 0 0 0 0 0 0 • 0
1989. 20,000,000 20,152,279’ 49,810,000 89,962,279 -  6,475,300 3,486,700 80,000,27?
1989. 25,000,000 26,828,204 43,875,000 95,703,204 5,359,750 9,997,950 80,345,504
1990 25,000,000 34,019,202: 42,550,000 101,569,202 4,857,500 16,035,650 80,676,052
1991 25,000,000 41,506,415 ' 40,675,000 107,181,415 4,265,750 21,891,100 81,024,565
1992 '25,000,000 .49,281,242 ~ 40,000,000 114,281,242 3,815,500 27,600.700 B2,365,042
1993 25,000,000 57,071,484 40,000,000 122,071,484 3,428,500 33,301,550 85,341,434
1994 ’ 25,000,000 64,346,490 40,000,000 129,346,490 3,011,000 39,036,500 87,298,990
1995 25,000,000 70,754,370 40,000,000 135,754,370 . 2,559,500 44,819,200 Be,375,670
1996 25,000,000 75,975,088' 40,000,000 ' 140,975,088 2,072,500 50,640,850 88,261,733
1997 25,000,000 80,069,773 40,000,000 145,069,773 .-  1,546,000 56,516,600 87,007,173
199B • 25,000,000 B3,317,101 40,000,000. 148,317,101 977,500 62,443,800 84,895,801
1999 25,000,000 85,857,586 40,000,000 150,857,586. 1,106,000 61,003,050 83,748,536
2000 25,000,000- 87,760,095 40,000,000 152,760,095 1,156,000 60,437,250 91,166,845
2001 25,000,000 89,243,571 40,000,000 154,243,571 1,190,500 60,061,450 92,991,621
2002 25,000,000 90,315,686 40,000,000 155,315,686' 1,200,000 59,959,800 94,155,886
2003 25,000,000 91,290,763 - 40,000,000 156,290,763 1,200,000 59,959,800 .95,130,963
2004. 25,000,000 92,374,036 40,000,000 157,374,036 1,200,000 59,959,800 96,214.236
2005 25,000,000 93,509,192 - 40,000,000 158,509,192 1,200,000 59,959,800 97,349,392
2006 25,000,000 94,622,030 40,000,000 159,622,030 1,200,000 59,959,800 98,462,230
2007 25,000,000 . 95,658,006 40,000,000 160,658,006 1.,200,000 59,959,800 99,493,206
2008 25,000,000 96,649,183 40,000,000 161,649,183 1,200,000 59,959,800 100,489,383 '
2009 25,000,000 97,678,164 .. 40,000,000 162,67.8,164 ' 1,200,000 59,959,800 101,518,364

- .2010 25,000,000 98,846,893 40,000,000 163,846,893 1,200,000 59,959,800 102,687,093
2011 25,000,000 100,151,873 .. 40,000,000 165,151,873 1,200,000 59,959,800 103,992,073

NOTES: (a) Systei Equity consists of recycling'of repayments on old loans
— * plus earnings on Debt Service Reserve.

(b) Expenses consist of funding of a Debt Service Reserve (10X of Bond Issue)
and Costs of Issuance OX of Bond Issue)t plus 10 to the state.

(c) Bond interest rate of: 7.00X
Principal amortization Hatches loan repayaents.



SB 6§ CREATING THE ALASKA STUDENT 
LOAN CORPORATION

(General Position Statement)

The Alaska Commission on Postsecondary Education, at its December 12-13, 1986 
meeting formally endorsed the use of an alternate funding source, such as tax 
exempt bonds, if full funding from the General Fund were unavailable for 
Alaska student Loans. After exploring a wide variety of options (reported in 
the Legislative Report, "The Alaska student Loan Program: (5 Years of Helping 
Alaskans"), the commission feels that tax exempt bonding is a viable, source of 
revenue for student loans. •-*.

In the long run, it will cost the State more to bond than to fund directly 
from the General Fund),but in the short run, when compared to direct General 
Fund, support it saves oyer $150.million.

The Commission endorses the’establishment of the student Loan Corporation, 
which will provide this bonding capability.

There is a controversial section which should be carefully examined, section.. 
5 has serious implications for a number of schools particulary within Alaska.

i % I «



SECTIONAL ANALYS IS  OF THE ALASKA STUDENT LOAN CORPORATION

♦Section 1.

Sec. 14.42.100. ALASKA STUDENT LOAN CORPORATION. This 
paragraph creates the Alaska Student Loan Corporation. The 
corporation cannot be terminated while debt obligations are 
outstanding.

Sec. 14.42.110 PURPOSE OF CORPORATION. This paragraph 
'establishes the purpose of the corporation to provide higher 
education opportunities for residents of Alaska.

Sec.' 14.42.120. CORPORATION GOVERNING BODY. The Corporation 
shall be governed by an executive committee of five members made up 
from the thirteen members of the Alaska Commission on Postsecondary 
Education Board. The board members are made up of one member of the 
State Board of Education and four members are from the rest of the 
board excluding the two legislative members. Board members shall 
receive travel and per diem. A majority of the board constitutes a 
quorum for the organization.

Sec. 14. 42.130. MEETING OF THE BOARD. The board meetings 
will meet at the call of the chairman and any meeting at which 
corporate-bonds are authorized at least twenty-four hours notice 
shall be given to the public.

Sec. 14.42.140. MINUTES OF MEETINGS. The board shall keep 
minutes of'every meeting and shall send copies to. the governor and 
Legislative Budget and Audit committee.

Sec. 14.42.150. ADMINISTRATION OF AFFAIRS. The board shall 
manage the business of the corporation and adopt by-laws and 
regulations in accord with the Administrative and Procedures Act.
The board shall delegate supervision and administration to the 
Executive officer.

Sec. 14.42.160. EXECUTIVE OFFICER. The corporation shall 
employ an executive officer who is the executive officer of the 
Commission on Postsecondary Education.

Sec. 14.42.170. EMPLOYMENT OF PERSONNEL. The executive officer 
may hire employees in the exempt service. The board may appoint 
other officers and engage professionals.

Sec. 14.41.190. EXECUTIVE BUDGET ACT. The opei 
the corporation is subject to the Executive Budget A

Sec. 14.41.200. GENERAL POWERS. The corporatior 
to sue and be sued, adopt an official seal, enter int 
receive and administer gifts or grants according to tl 
conditions of gift or grant, borrow money, pay finance

/ & # ?  SECTIONAL ANALYSIS



interest, invest money,'collect from borrowers, gather information 
on loans, require an elegible institution to file reports, service 
student loans, obtain information about students applying for loans, 
contract for purchase of student loans, sell or participate in the 
sale of student loans, modify interest terms and conditions of 
student loans based on contracts with bondholders, collect and pay 
reasonable fees as well as charges in connection with student loaiis, 
enter into agreements on student loans concerning federal student 
loans,, enter into contracts with lenders, administer federal money, 
consent to the modification of terms of the student loans, enter 
into agreements with Alaska Commission on Postsecondary Education , 
procure insurance against losses, provide advisory services to 
borrowers, enter into credit facilitiy agreements and make pleges, 
covenants, and agreements with respect to the repayment of 
borrowings of the credit facility agreements, do all acts necessary 
to carry out the powers implied in this chapter.

Sec. 14.42.210._ STUDENT LOAN FUND. Creates a student loan fund 
inside the corporation to make student loans and secure bond issues 
the proceeds of which are used to make student loans. The student 
loan fund shall be administered by the Alaska Commission on 
Postsecondary Education. '

Sec. 14.42.220.- BONDS OF THE CORPORATION. The Corporation «ay 
borrow money and issue bonds secured by the income and receipts from 
student loans and other assets. The bonds are issued by resolutions 
of the board. Each bond issue shall have a maturity of thirty years 
or less and be subject to the Uniform Commercial code. The 
corporation may not issue bonds, other than refunding bonds, during 
any two consecutive fiscal years in an aggregate amount greater than 
$150,000,000 unless the legislature, by law, approves-issuance of a 
greater amount.

Sec. 14.42.230. TRUST INDENTURES AND TRUST AGREEMENTS. Issues 
of bonds may be secured by trust indenture or agreement between the 
corporation and may be a trust company, bank or national banking 
association inside or outside the state.by secured loan agreement or 
other instrument giving powers to a corporate trustee by which means 
the corporation may enter into agreements with the holders of the 
bonds that the board decides desirable as to the disposition of the 
proceeds of the bonds, collection of loan payments, assignment of 
its rights in security interest created to a trustee for the benefit 
of bondholders, conditions which bonds may be issued, vesting in 
trustee of rights and powers. Pledge and mortgage assets. Provide 
for security of the bonds. --

Sec..14.42.240. CAPITAL RESERVE FUNDS AND CAPITAL RESERVE FUND 
REQUIREMENTS. This section creates the Capital Reserve Fund. These 
paragraphs create what is commonly know as the moral obligation of 
the State to repay these bonds.

Sec. ,14.42.250. VALIDITY OF PLEDGE. Bonds issued under this 
chapter shall be valid and binding .against all parties having claim 
of any kind froifr the corporation.



Sec. 14.42.260. NONLIABILITY OF BONDS. Members of the 
corporation are not subject to personal liability for issuance of 
the bonds. The bonds issued do not constitute liability for the 
State but are payable solely from the income and receipts of the 
corporation.

Sec. 14.42.265. UNDERWRITERS. The State Purchasing Act (AS 
36.30) does not apply to the selection of an underwriter by the 
board.

Sec. 14.42.270. PLEDGE OF STATE. The State pledges not to 
alter or limit the rights of bond holders interest when the bonds 
are outstanding.

Sec. 14.42.280., EXEMPTION FROM TAXATION. The real and personal 
property of the corporation are not subject to state or local tax.

Sec. 14.42.290. .BONDS LEGAL INVESTMENTS FOR FIDUCIARIES. Bonds 
are legal investmenta for all fiduciaries and municipalities in the 
State.

Sec. 14.42.300. OPERATION OF CERTAIN STATUTES EXCEPTED. The 
corporation may not.-be considered or constitute a political 
subdivision for the purpose of lending it's credit. The corporation 
is not considered a municipal corporation under Title 29. The funds 
and real estate of the corporation are not considered property of 
the State.

Sec. 14.42,310. ANNUAL AUDIT. The coporation shall have an 
annual audit.

Sec. 14.42.500. .DEFINITIONS. Defines the corporation and board.

♦Section 2. AS 14.42.265. The board may select underwriters only 
by using a competitive method.

♦Section 3. AS 14.43.090(a). Amends the power of the Postsecondary 
Education Corporation to pay the cost of administering student loans 
and sell or assign loans to the Alaska Student Loan Corporation.

♦Section 4. AS 14.43.090(d). It allows the student financial aid 
committee to sell loans to the Alaska Student Loan Corporation and 
enter into agreements with the corporation relating to loans.

♦Section 5. AS 14.43.120(d). Scholarship loans may not be made to 
students.who attend an institution where the default rate on loans 
made to students to attend the institution exceeds the program 
default rate by more than 150%.

♦Section 6. AS 14.43.120(r). Interest rates on scholarship loans 
may be modified to maintain the corporation's tax-exempt status... 
under the Internal Revenue Code. - -»



♦Section 7. AS 14.43.255(a). Amends the Memorial Scholarship Loan 
Fund to allow the loans to be sold or assigned to the Alaska Student 
Loan Corporation.

♦Section 8. AS 14.43.255(c). Allows the State Aid Committee to 
sell and administer Memorial scholarship Loans to the Alaska Student 
Loan Corporation.

♦Section 9. AS 14.43.620 Amended to allow the Teacher Scholarship 
Revolving Loan Fund to sell or assign loans to the Alaska Student 
Loan Corporation..

♦Section 10. AS 14.43.620(b). The student financial aid committee 
may sell teacher scholarship loans to the Alaska Student Loan 
Corporation and may enter into agreements related to such loans. .

- ♦Section 11. The act takes effect immediately.

♦Section 12. The competitive underwriting section takes effect July 
lr 1988.



C o m p a r i s o n  o f  G e n e r a l  F u n d  R e q u i r e m e n t s  

f o r  C u r r e n t  S t u d e n t  L o a n  P r o g r a m  

a n d  N u v e e n  B o n d i n g  P r o p o s a l

6 0  r-

5 0  -

4 0  -

M i l l i o n s  o f  $  

( n o m i n a l )
3 0  -

2 0

1 0

0

8 8  9 1  9 4  9 7  2 0  0 3  0 6  0 9
0 0

F i s c a l  Y e a r

2/10/87

—  G . F . :  C u r r e m  P r o g r a m  

  G . F . :  W i t h  B o n d i n g

Division of Policy 
Office of the Governor 

Source: ACPE



t A T A B L E  1

COMPARISON OF GENERAL FUND REQUIREMENTS FOR 
CURRENT STUDENT LOAN PROGRAM 

AND NUVEEN BONDING PROPOSAL
(nominal dollars)

Loan Loan Loan Loan General Fund General Fund Savings(Cost)
Fiscal Year Awards Volume Collections Forgiveness Requirement With Bonding With Bonding

2 3 4 5 6 7 8

1988 17,204 $80,000,000 $23,298,455 $3,786,944 $56,701,545 $20,000,000 $36,701,545
1989 16,738 80,345,504 27,587,414 4,441,374 52,758,090 25,000,000 27,758,090
1990 16,381 80.676,052 33,387,487 5,326,377 47,288,565 25,000,000 22,288,565
1991 16,044 81,024,565 40,624,030 6,430,564 50,400,535 25,000,000 25.400,535
1992 16,248 82,865,042 44,721,848 7,584,355 53,143,194 25,000,000 28,143,194
1993 16,491 85,341,434 52,739,315 8,745,092 52,602,119 25,000,000 27,602,119
1994 16,708 87,298,990 56,301,286 9,831,303 45,917,704 25,000,000 20,917,704
1995 16,675 88,375,670 59,929,106 10,789,747 28,446,564 25,000,000 3,446,564
1996 16,653 88,261,738 63,349,462 11,571,828 24,912,276 25,000,000 (87,724)
1997 16,416 87,007,173 66,563,505 12,187,296 20,443,668 25,000,000 (4,556,332)
1998 16,018 84,895,801 69,475,575 12,679,094 15,420,226 25,000,000 (9,579,774)
1999 16,745 88,748,536 71,991,794 13,069,109 16,756,742 25,000,000 (8,243,258)
2000 17,201 91,166,845 74,056,739 '3,360,407 17,110,106 25,000,000 (7,889,894)
2001 17,546 92,991,621 76,271,198 13,587,333 16,720,423 25,000,000 (8,279,577)
2002 17,765 94,155,886 78,537,715 13,750,923 15,618,171 25,000,000 (9,381,829)
2003 17,949 95,130,963 80.787,019 13,899,705 14,343,944 25,000,000 (10,656,056)

» 2004 18,154 96,214,236 82,951,870 14,064,996 13,262,366 25,000,000 (11,737,634)
2005 18,368 97,349,392 85,015,769 14,238,204 12,333,623 25,000,000 (12,666,377)
2006 18,578 98,462,230 86,996,273 14,408,006 11,465,957 25,000,000 (13.534,043)
2007 18,773 99,498,206 88,906,992 14,566,080 10,591,214 '25,000,000 (14,408,786)
2008 18,960 100,489,383 90,752,988 14,717,319 9,736,395 25,000,000 (15,263,605)
2009 18,965 101,518,364 92,532,964 14,874,404 8,985,400 25,000,000 (16,014,600)
2010 19,375 102,687,093 94,248,233 15,052,656 8,438,860 25,000,000 (16,561,140)
2011 19,621 103,992,073 95,908,070 15.251.776 8.084.003 25.000.000 (16,915,997)

TOTALS 419,576 2,188,496,797 1,637,015,107 278,214,892 611,481,690 595,000,000 16,481,690

Present Value of Bonding 101,318,127 
NOTE: General Fund Requirements shown in FY 91-94 Savings (Cost)
are increased by a total of $60 million to provide (@9% discount rate)
adequate cash flow for fall loan disbursements.

FY 91 lncrease= $10 million 
FY 92 lncrease= $15 million 
FY 93 lncrease= $20 million 
FY 94 lncrease= $15 million

Revised 2/10/87 
JK/Divison of Policy 
Q!!!9? Qf the Governor 
Source: ACPE
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Memorandum February 25, 1987

To: Sterling Gallagher

From: Richard Li

Rei Analysis o f  Student L o a n  Program

Version A (Base C a s e ) :

o State Appropriations start at $22,000,000. 
o State Appropriations decline b y  $250,000 per year, 

o Default Rate a t  15,00% 

o  Forgiveness a t  17.50% 

o  Coverage is 1.27

Version B (Forgiveness Eliminated):

o State Appropriations start at $18,500,000. 

o State Appropriations decline by $500,000 per year, 
o Default Rate a t  18.00% 
o Forgiveness Eliminated 

o Coverage is 1.25

version C (Interest G r a c e  Period Eliminated):

o  State Appropriations start at $20,250,000, 

o  State Appropriations decline by $250,000 per year, 

o Default Rate a t  16.0 0% 

o Forgiveness a t  17,50%

o interest B e g i n s  to A c c r u e  from Date of Separation 

o  Repayment B egins 1 year after Date o f  Separation 

o  Coverage is 1.26

V e r sion D (Forgiveness a n d  Interest Grace Period Eliminated):

o State Appropriations start at $17,500,000. 

o  State Appropriations decline by $750,000 per year, 
o Default Rate a t  19.00% 

o Forgiveness Eliminated

o interest Begins to Accrue from Date of Separation 

o Repayment B egina 1 year after Date of separation 
o  Coverage is 1.26

D o c .  f 3 2 9 7 W



A L A S K A  C Q H f l I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

A L A S K A  S T U D E N T  L O A N  P R 0 6 R A H

SUK KA f tY  O F  N E U  L O A N  0 R I 8 I N A T I Q N

V e r s i o n  A

L O A N  R A T E :

8 . 0 0 X

YEAR
INOINS
A/30

STATE 
APPROPRIATIONS 

1 *

SYSTEM 
EQUITY (a)

2 ♦

BOND
PROCEEDS

3

TOTAL
FUNDS

AVAILABLE
9

EXPENSES (b) 
5

DEBT 
SERVICE (c) 

6

NEU
LOANS

7

1987 0 0 0 0 0 0 0
1988 22,000.000 20,980,579 96,900,000 89,380,579 6,097,000 3,283,000 80,000,579
1989 81,750,000 27,111,879 96,670,000 95,531,879 5,793,600 9,789,900 80,003,379
1990 21,500,000 39,292,872 95,725,000 101,517,872 5,272,230 16,299,200 80,001,922
1991 21,250,000 91,761,078 99,270,000 107,281,078 9,719,100 22,562,700 80,009,278
1992 21,000,000 99,999,905 92,295,000 112,799,905 9,061,850 28,681,150 80,001,905
1993 20,750,000 57,219,090 39,930,000 117,899,090 3,359,900 39,535,250 80,003,890
1994 20,500,000 69,390,237 37,975,000 122,815,257 2,678,250 90,133,300 80,003,707
1995 20,230,000 70,987,360 36,930,000 127,667,360 2,099,900 95,567,950 80,000,510
1996 20,000,000 75,289,306 37,915,000 132,699,306 1,691,950 51,005,950 80,002,906
1997 19,750,000 78,773,596 39,625,000 138,198,596 1,966,750 36,678,950 60,003,396
1998 19,500,000 81,279,916 93,990,000 199,219,916 1,399,200 62,825,100 80,000,616
1999 19,250,000 83,029,282 90,983,000 193,269,282 1,139,050 62,(26,950 80,003,282
2000 19,000,000 89,199,839 38,995,000 192,099,839 995,850 61,197,300 80,001,689
2001 18,730,000 89,873,851 37,220,000 190,893,851 805,100 60,035,800 80,002,951
2002 18,500,000 85,170,729 35,990,000 139,660,729 725,200 58,931,650 80,003,877
2003 18,250,000 85,222,302 33,195,000 138,667,502 686,850 57,977,830 80,002,802
2009 18,000,000 85,219,039 39,725,000 137,999,039 666,750 57,276,650 80,000,639
2005 17,750,000 85,192,739 39,535,000 137,977,739 660,550 56,815,830 80,001,339
2006 17,500,000 83,166,990 39,990,000 137,156,990 660,200 56,999,850 80,001,990
2007 17,250,000 85,190,215 39,355,000 136,795,213 656,150 56,088,250 80,000,815
2008 17,000,000 83,113,395 33,830,000 133,993,593 636,900 55,309,350 80,002,895
2009 16,750,000 85,086,129 32,373,000 139,911,129 586,250 53,821,550 80,003,329
2010 16,500,000 85,037,890 31,520,000 133,077,890 593,100 52,539,000 80,000,790
2011 16,250,000 85,028,951 30,635,000 131,913,951 506,550 51,903,300 80,002,101

NOTES: (a) Systei Equity cosists o f recycling of repayments on old loans
  plus earnings on Debt Service Reserve.

(b) Expenses consist of funding of a Debt Service Reserve UQX of Bond 
Issue) and Costs of Issuance (3X of Bond Issue).

Base Case. Default Rate at 15X.

COVERAGE
8

H i n i a u a  C o v e r a g e : 1 . 2 7
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A L A S K A  C Q H H 1 S S I 0 N  O K  P O S T S E C O N O A R Y  E D U C A T I O K  '  V e r s i o n  B

A L A S K A  S T U D E N T  L O A N  P R M R A N  L O A N  R A T E :

S U H N A R Y  O F  K E U  L O A N  O R I 6 I N A T I O H  8 . 0 0 X

YEAR
:mdins
6/30

STATE 
APPROPRIATIONS 

1 ♦

SYSTEM 
EQUITY (a)

2 ♦

BOND 
PROCEEDS 

3 =

TOTAL
FUNDS

AVAILABLE
4

EXPENSES (bl 
5

DEBT 
SERVICE (c)

6 B

NEW
LOANS

7
COVERAGE

8

1987 0 0 0 0 0 0 0 NA
1988 18,500,000 20,510,959 51,240,000 90,250,959 6,661,200 3,586,800 80,002,959 5.62
1989 18,000,000 27,177,399 51,990,000 97,167,399 6,405,200 10,761,100 80,001,099 2.46
1990 17,500,000 34,609,374 51,925,000 104,034,374 6,009,250 18,023,400 30,001,724 1.86
1991 17,000,000 42,641,073 51,105,000 110,746,073 5,4B5,IS0 25,257,050 80,003,873 1.64
1992 16,500,000 51,435,868 49,205,000 117,140,868 4,792,650 32,345,450 80,002,768 1.54
1993 16,000,000 60,497,342 46,670,000 123,167,342 3,995,100 39,169,550 80,002,692 1.50
1994 15,500,000 69,034,806 44,385,000 128,919,806 3,210,050 43,706,100 80,003,656 1.47
1995 15,000,000 76,613,826 42,925,000 134,538,826 2,509,250 52,028,850 80,000,726 1.44
1996 14,500,000 82,834,436 42,940,000 140,274,436 1,969,200 58,304,950 80,000,286 1.39
1997 14,000,000 87,738,464 44,620,000 146,358,464 1,602,100 64,754,250 80,002,114 1.32
1998 13,500,000 91,650,067 47,830,000 152,980,067 1,375,400 71,603,400 80,001,267 1.25
1999 13,000,000 94,793,791 43,955,000 151,748,791 917,650 70,830,500 80,000,641 1.31
2000 12,500,000 97,086,248 40,380,000 149,966,248 540,400 69,424,550 80,001,298 1.37
2001 12,000,000 98,662,348 37,115,000 147,777,348 234,450 67,541,300 80,001,598 1.43
2002 11,500,000 99,310,930 34,605,000 145,415,930 46,650 65,365,300 80,003,980 1.49
2003 11,000,000 99,414,309 32,680,000 143,094,309 (65,600) 63,156,500 80,003,409 1.55
2006 10,500,000 99,389,193 31,015,000 140,904,193 (157,030) 61,057,750 80,003,493 1.60
2005 10,000,000 99,310,408 29,525,000 138,835,408 (238,750) 59,072,200 80,001,958 1.66
2006 9,500,000 99,228,934 28,030,000 136,758,934 (323,100) 57,080,400 80,001,634 1.71
2007 9,000,000 99,144,369 26,290,000 134,434,369 (420,300) 54,853,800 80,000,869 1.78
2008 8,500,000 99,056,030 23,985,000 131,541,030 (543,450) 52,081,150 80,003,330 l.aa
2009 8,000,000 98,962,895 20,760,000 127,722,895 (708,700) 48,431,300 80,000,295 2.02
2010 7,500,000 98,864,779 17,650,000 124,014,779 (873,5001 44,886,550 80,001,729 2.18
2011 7,000,000 98,761,322 14,630,000 120,391,322 (1,039,600) 41,428,050 80,002,872 2.36

NOTES: (a) Systea Equity cosists of recycling of repayeents on old loans
—— plus earnings on Debt Sarvice Reserve.

(b) Expenses consist of funding of a Deb* Service Reserve (10X of Bond
Issue) and Costs of Issuance (3X of Bond Issue).

Forgiveness E lia lnated. Default Rate Raised to 18X. 

Ninlaue Coverage: 1.25



A L A S K A  C O K H I S S I Q N  O H  P O S T S E C O N D A R Y  E D U C A T I O N

A L A S K A  S T U D E N T  L O A N  P R Q 8 R A K

S U K K A R Y  O F  N EW  L O A N  O R I G I N A T I O N

LOAN RATE!
8.00X

V e r s i o n  C

YEAR
:nding
6/30

STATE 
APPROPRIATIONS 

1 +

SYSTEM 
EQUITY (a)

2 +

BOND
PROCEEDS

3

TOTAL
FUNDS

AVAILABLE
6

EXPENSES (b) 
5

DEBT 
SERVICE (c)

6 a

NEW
LOANS

7
COVERASE

8

1987 0 0 0 0 0 0 0 NA
1983 20,230,000 20,695,769 69,070,000 89,815,769 6,379,100 3,636,900 80,001,769 5.87
1939 20,000,000 27,163,556 69,175,000 96,318,556 6,056,250 10,262,150 80,002,156 2.58
1990 19,750,000 36,626,180 68,520,000 102,696,180 5,602,100 17,091,600 80,002,680 1.96
1991 19,300,000 62,119,508 67,263,000 108,866,508 5,065,330 ’ 3,816,900 80,006,258 1.72
1992 19,250,000 50,278,660 65,190,000 116,718,660 6,366,200 10,350,650 80,003,590 1.61
1993 19,000,000 58,327,660 62,693,000 120,222,660 3,606,850 36,611,930 80,003,860 1.56
1996 18,730,000 66,213,696 60,695,000 125,658,696 2,870,850 62,586,150 80,001,696 1.51
1993 18,300,000 72,927,331 39,165,000 130,592,531 2,226,950 68,362,250 80,003,331 1.67
1996 18,230,000 78,287,060 39,315,000 135,852,060 1,766,950 56,106,150 80,000,960 1.61
1997 18,000,000 82,336,190 61,165,000 161,679,190 1,666,350 60,036,500 80,000,360 1.36
1998 17,730,000 85,393,632 66,530,000 167,673,632 1,287,900 66,383,650 80,002,082 1.26
1999 17,300,000 87,689,971 61,210,000 166,399,971 920,300 65,677,650 80,002,221 1.31
2000 17,250,000 89,267,763 38,220,000 166,737,763 625,100 66,111,950 80,000,713 1.36
2001 17,000,000 90,320,238 35,510,000 162,830,238 386,300 62,662,200 80.003.73ft 1 *2
C90C 16,750,000 90,766,93* 33,360,000 160,836,936 222,700 60,608,600 80,003,656 1.67
2003 16,500,000 90,803,37! 31,610,000 138,913,377 112,300 58,79B,250 80,002,827 1.52
2006 16,250,000 90,775,229 30,115,000 137,160,229 16,650 57,123,600 80,000,379 1.56
2003 16,000,000 90,709,668 28,795,000 133,506,668 (71,650) 55,575,100 80,001,218 1.61
2006 13,750,000 90,660,680 27,680,000 133,870,680 (163,100) 56,033,200 80,000,380 1.65
2007 15,300,000 90,567,186 25,925,000 131,992,186 (267,730) 52,258,100 60,001,836 1.71
2003 13,250.000 90,499,076 33,SOS,000 127)366,070 (399,830) 69,962|U5U 88,001,076 1.79
2009 13,000,000 90,605,183 20,780,000 126,183,183 (573,600) 66,756,300 BO,002,683 1.91
2010 16,750,000 90,315,138 17,810,000 122,875,138 (751,200) 63,623,500 80,000,838 2.05
2011 16,500,000 90,218,586 16,653,000 119,573,586 (933,850) 60,503,800 80,003,636 2.20

NOTESs (a) Systea Equity cosists of recycling o f repayeents on old loans 
  plus earnings on Debt Service Reserve.

(bl Expenses consist of funding of a Debt Service Reserve (tOX of Bond 
Issue) and Costs of Issuance (3X o f Bond Issue).

Interest Grace Period Eliminated. Default Rate Raised to I6X.

N i n l e u i  C o v e r a g e !  1 . 2 6



A L A S K A  C O M M I S S I O N  O N  P O S T S E C O N D A R Y  E D U C A T I O N

A L A S K A  S T U D E N T  L O A N  P R O G R A M

SUM M A R Y  O f  H E N  L O A N  O R I G I N A T I O N

V e r s i o n  D

L O A N  R A T E :

8 . 0 0 X

YEAR
1NDIN8
6/30

STATE 
APPROPRIATIONS 

1 ♦

SYSTEM 
EQUITY (a)

2 ♦

BOMD
PROCEEDS

3

TOTAL
FUNDS

AVAILABLE
6

EXPENSES (b) 
5

DEBT 
SERVICE (cl 

6 =

NEW
LOANS

7
COVERAGE

8

1987 0 0 0 0 0 0 0 HA
1988 17,500,000 20,519,639 32,680,000 90,699,639 6,822,600 3,673,600 80,003,639 5.69
1989 16,730,000 27,197,699 53,760,000 97,687,699 6,623,700 11,060,600 110,003,599 2.39
1990 16,000,000 36,761,623 56,125,000 106,866,623 6,276,230 18,590,600 80,001,973 1.81
1991 15,230,000 63,030,359 33,665,000 111,965,359 5,779,630 26,163,550 80,002,359 1.59
1992 16,300,000 52,310,383 31,895,000 118,705,383 5,083,350 33,618,300 80,003,733 1.31
1993 13,730,000 61,992,365 69,365,000 125,087,565 6,260,350 60,823,330 80,003,865 1.63
1996 13,000,000 71,181,163 66,995,000 131,176,165 3,662,350 67,729,030 80,003,965 1.65
1993 12,230,000 79,621,905 65,660,000 137,131,905 2,706,800 56,625,130 80,001,955 1.62
1996 11,500,000 86,301,709 65,385,000 163,186,709 2,125,030 61,038,600 80,003,059 1.38
1997 10,730,000 91,862,182 66,965,000 169,377,182 1,716,950 67,858,650 80,003,582 1.32
1998 10,000,000 96,627,250 30,060,000 156,687,250 1,661,800 73,066,500 80,000,950 1.26
1999 9,250,000 100,221,119 65,850,000 135.^1,119 926,000 76,392,800 80,002,319 1.32
2000 8,300,000 103,062.868 61,925,000 153,687,868 697,250 72,988,600 80,002,198 1.38
2001 7,750,000 103,062,676 38,360,000 151,152,676 156,800 70,996,500 80,001,176 1.63
2002 7,000,000 105,865,668 35,730,000 168,595,668 (38,600) 68,630,200 80,006,068 1.52
2003 6,250,000 106,007,616 33,805,000 166,062,616 (136,850) 66,198,100 80,001,166 1.57
2006 5,500,000 105,989,395 32,190,000 163,679,395 (207,300) 63,886,330 80,002,365 1.63
2003 6,750,000 105,906,165 30,780,000 161,636,165 (266,100) 61,699,550 80,000,715 1.69
2006 6,000,000 105,821,862 29,390,000 139,211,862 (320,800) 59,531,000 80,001,662 1.73
2007 3,230,000 105,736,202 27,785,000 136,771,202 (387,650) 37,156,900 00,001,752 1.82
2008 2,500,000 103,668,737 25,630,000 133,79B,737 (677,000) 56,272,750 80,002,987 1.92
2009 1,750,000 105,558,699 22,635,000 129,963,699 (606,650) 50,366,150 80,003,999 2.06
2010 1,000,000 105,666,101 19,030,000 126,296,101 (726,100) 67,019,350 80,002,851 2.22
2011 250,000 105,370,929 17,215,000 122,835,929 (£62,550) 63,676,600 80,001,879 2.39

NOTES: (a) Sysiei Equity cosists of recycling of repayaents on old loans
  plus earnings on Debt Service Reserve.

(b) Expenses consist o f funding of a Debt Service Reserve (10X of Bond
Issue) and Costs o f Issuance OX of Bond Issue).

Forgiveness E liiina ted , Interest Grace Period Eliminated. Default Rate Raised to 19X.

M i n i m a  C o v e r a g e : 1 . 2 6
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Memorandum February 25, 1987

To: Sterling Gallagher

From: Richard Li

Re: Analysis o f  Student Loan Program

V e r sion A (Base C a s e ) :

o State Appropriations start at $22,000,000. 
o State Appropriations decline by $250,000 per year, 
o L’efault Rate at 15,00% 

o Forgiveness at 17.50% 

o Coverage is 1.27

Version B (Forgiveness Eliminated):

o State Appropriations start at $18,500,000. 

o State Appropriations decline by $500,000 per year, 
o Default Rate at 18.00% 
o Forgiveness Eliminated 

o Coverage is 1.25

V e r sion C (Interest G r a c e  Period Eliminated):

o State Appropriations start at $20,250,000. 

o State Appropriations decline by $250,000 per year, 
o Default Rate a t  16.00% 

o Forgiveness at 17,50%

o interest Begins to Accrue from Date of Separation 
o Repayment Begins 1 year after Date of Separation 

o Coverage is 1.26

V e r sion D (Forgiveness and Interest Grace Period E liminated):

o state Appropriations start at $17,500,000. 

o state Appropriations decline by $750,000 per year, 
o Default Rate at 19.00% 

o Forgiveness Eliminated

o Interest Begins to Accrue from Date of Separation 

o Repayment Begins 1 year after Date of Separation 
o Coverage is 1,26

D o c .  I 3 2 9 7 W



A L A S K A  C Q N H I S S I O N  O N  P O S T S E C O K D A R Y  E D U C A T I O N

A L A S K A  S T U D E N T  L O A N  P R O G R A K

S U K H A R Y  O F  N E W  L O A N  O R I G I N A T I O N

LOAN RATE)
8.00X

V e r s i o n  A

YEAR
■NDIN8
6/30

STATE 
APPROPRIATIONS 

1 . »

SYSTEM 
EQUITY (a)

2 ♦

BOND
PROCEEDS

3

TOTAL
FUNDS

AVAILABLE
4

EXPENSES (b) 
5

DEBT 
SERVICE (c) 

6

NEU
LOANS

7
C0VERA6E

8

1987 0 0 0 0 0 0 0 HA
19B8 22,000,000 20,480,579 46,900,000 89,380,579 6,097,000 3,283,000 80,000,579 6.14
1989 21,750,000 27,111,879 46,670 000 95,531,879 5,743,600 9,784,900 80,003,379 2.71
1990 21,500,000 34,292,872 45,725,000 101,517,872 5,272,230 16,244,200 60,001,422 2.06
1991 21,250,000 41,761,078 44,270,000 107,281,078 4,714,100 22,562,700 80,004,278 1.80
1992 21,000,000 49,499,905 42,245,000 112,744,905 4,061,850 28,681,150 80,001,905 1.68
1993 20,750,000 57,214,040 39,930,000 117,894,040 3,354,900 34,535,250 80,003,890 1.61
1994 20,500,000 64,340,257 37,975,000 122,815,257 2,678,250 40,133,300 80,003,707 1.56
1995 20,250,000 70,487,360 36,930,000 127,667,360 2,099,400 45,567,450 80,000,510 1.51
1996 20,000,000 75,284,306 37,415,000 132,699,306 1,691,450 51,005,450 80,002,406 1.44
1997 19,750,000 78,773,546 39,625,000 138,148,546 1,466,750 56,678,450 80,003,346 1.36
1998 19,500,000 81,279,916 43,440,000 144,219,916 1,394,200 62,025,100 80,000,616 1.27
1999 19,250,000 83,029,282 40,965,000 143,264,282 1,134,030 62,126,950 80,003,232 1.31
2000 19,000,000 84,149,839 38,945,000 142,094,839 945,850 61,147,300 80,001,609 1.35
2001 18,750,000 84,873,851 37,220,000 140,843,851 805,100 60,035,800 80,002,951 1.39
2002 18,500,000 85,170,729 35,990,000 139,660,729 725,200 58,931,650 80,003,879 1.42
2003 18,250,000 85,222,502 33,195,000 138,667,502 686,850 37,977,850 80,002,802 1.44
2004 18,000,000 85,219,034 34,725,000 137,944,034 666,750 57,276,650 80,000,634 1.46
2005 17,750,000 85,192,734 34,535,000 137,477,734 660,550 56,815,850 80,001,334 1.47
2006 17,500,000 B5,166,490 34,490,000 137,156,490 660,200 56,494,850 80,001,440 1.48
2007 17,250,000 35,140,215 34,355,000 136,745,213 656,150 56,088,250 80,000,815 1.49
2008 17,000,000 85,113,575 33,830,000 133,943,593 636,400 55,304,350 80,002,845 1.51
2009 16,750,000 85,086,124 32,375,000 134,411,174 586,250 59,821,330 80,003,324 1.55
2010 16,500,000 85,057,890 31,520,000 133,077,890 543,100 52,534,000 80,000,790 1.59
2011 16,250,000 85,028,931 30,635,000 131,913,951 506,550 51,405,300 80,002,101 1.63

NOTES: (a) Systea Equity cosists of recycling of repayments on old loans
plus earnings on Debt Service Reserve.

<b) Expenses consist of funding of a Debt Service Reserve (IQX of Bond 
Issue) and Costs of Issuance (3X of Bond Issue).

Base Case. Default Rate at 1ST,

H i n i a u i  C o v e r a g e i 1 . 2 7



Version 8ALASKA COHHISSIOH ON POBTSECONDARY EDUCATION 
ALASKA STUDENT LOAN PR06RAH 
SUHNARY OF KEN LOAN ORIGINATION

'ND1NG STATE SYSTEN BOND FUNDS DEBT HEW
6/30 APPROPRIATIONS EQUITY (a) PROCEEDS AVAILABLE EXPENSES <b) SERVICE (c) LOANS

1 ♦ 2 ♦ 3 = 4 5 6 7

1987 0 0 0 0 0 0 0
1988 18,500,000 20,510,959 51,240,000 90,250,95? 6,661,200 3,586,800 80,002,959
1989 18,000,000 27,177,399 51,990,000 97,167,399 6,405,200 10,761,100 80,001,099
1990 17,500,000 34,609,374 51,925,000 104,034,374 6,009,250 18,023,400 80,001,724
1991 17,000,000 42,641,073 51,105,000 110,746,073 5,485,150 25,257,050 80,003,873
1992 16,500,000 51,435,868 49,205,000 117,140,868 4,792,650 32,345,450 80,002,768
1993 16,000,000 60,497,342 46,670,000 123,167,342 3,995,100 39,169,550 80,002,692
1994 13,500,000 67,034,806 44,385,000 128,919,806 3,210,050 45,706,100 80,003,656
1995 15,000,000 76,613,826 42,925,000 134,538,826 2,509,250 32,028,850 80,000,726
1996 14,300,000 82,834,436 42,940,000 140,274,436 1,969,200 58,304,930 80,000,286
1997 14,000,000 87,738,464 44,620,000 146,358,464 1,602,100 64,754,250 80,002,114
1998 13,500,000 71,650,067 47,830,000 152,980,067 1,375,400 71,603,400 80,001,267
1999 13,000,000 94,793,791 43,955,000 151,748,791 917,650 70,830,500 80,000,641
2000 12,500,000 97,086,248 40,380,000 149,966,248 540,400 69,424,550 80,001,298
2001 12,000,000 98,662,348 37,115,000 147,777,348 234,450 67,541,300 80,001,598
2002 11,500,000 99,310,930 34,605,000 145,415,930 46,650 65,365,300 80,003,980
2003 11,000,000 99,414,309 32,680,000 143,094,309 (65,600) 63,156,500 80,003,409
2004 10,500,000 99,389,193 31,015,000 140,904,193 (157,030) 61,057,750 80,003,493
2005 10,000,000 97,310,408 29,525,000 138,835,408 (238,750) 59,072,200 80,001,958
2006 9,500,000 97,228,934 28,030,000 136,758,934 (323,100) 57,080,400 80,001,634
2007 9,000,COO 99,144,36? 26,290,000 134,434,369 (420,300) 54,853,800 80,000,869
2008 8,500,000 99,056,030 23,985,000 131,541,030 (543,450) 52,081,150 80,003,330
2009 8,000,000 98,962,895 20,760,000 127,722,895 (708,7001 48,431,300 80,000,293
2010 7,300,000 98,864,779 17,650,000 124,014,77? (873,500) 44,886,550 80,001,729
2011 7,000,000 98,761,322 14,630,000 120,391,322 (1,039,600) 41,428,050 80,002,872

NQTESt (a) Systei Equity cosists o f recycling o f repayments on old loans 
plus earnings on Debt Service Reserve.

<b) Expenses consist of funding of a Debt Service Reserve (10X of Bond 
Issue) and Costs of Issuance (3X of Bond Issue).

Forgiveness E liiin a ta d . Default Rate Raised to IBX.

Niniaui Coverage:

COVERAGE
8

NA
5.62
2.46 
1.86 

1.64
1.54 
1.50
1.47 
1.44 
1.39 
1.32 
1.25 
1.31 
1.37 
1.43 
1.49
1.55 
1.60 
1.66 

1.71 
1.78
t.aa
2.02

2.18
2.36



A L A S K A  C O M I S S I O N  O N  P O S T S E C O N D A R Y  E O U C A T I O H

A L A S K A  S T U D E N T  L O A N  P R 0 6 R A K

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

V e r s i o n  C

L O A N  R A T E :

8.00X

YEAR TOTAL
:ndin6 S' - SYSTEM BOND FUNDS DEBT NEK
i/30 APPR :w s EQUITY (a) PROCEEDS AVAILABLE EXPENSES <b) SERVICE (c) LOANS

1 ♦ 2 + 3 4 5 6 7

1987 0 0 0 0 0 0 0
1988 20,250,000 20,695,769 69,070,000 89,815,769 6,379,100 3,434,900 80,001,769
1989 20,000,000 27,163,556 69,175,000 96,318,554 6,034,250 10,262,130 80,002,154
1990 19,750,000 36,626,130 68,520,000 102,696,180 5,602,100 17,091,600 80,002,480
1991 19,300,000 62,119,508 67,265,000 108,864,508 5,045,350 23,814,900 80,004,258
1992 19,250,000 50,278,660 65,190,000 114,718,440 4,364,200 30,350,650 80,003,590
1993 19,000,000 58,527,660 62,693,000 120,222,660 3,606,850 36,611,950 80,003,860
1994 18,750,000 i i , 213,696 60,695,000 125,458,494 2,870,850 42,586,150 80,001,494
1995 18,300,000 72,927,331 39,165,000 130,592,531 2,226,950 48,362,250 80,003,331
1996 18,250,000 78,207,060 39,313,000 135,852,040 1,746,950 34,104,150 80,000,940
1997 18,000,000 82,336,190 61,165,000 141,479,190 1,444,350 60,034,500 80,000,340
1998 17,730,000 85,393,632 46,530,000 147,673,432 1,287,900 66,383,450 80,002,082
1999 17,300,000 87,689,971 61,210,000 146,399,971 920,300 65,477,450 80,002,221
2000 17,250,000 89,267,763 38,220,000 144,737,763 625,100 64,111,930 80,000,713
2001 17,000,000 90,320,238 35,510,000 142,830,233 384,300 62,442,200 80,003.738
COOC 16,730,000 90,766,956 33,340,000 140,834,954 222,700 60,608,600 80,003,654
2003 16,500,000 90,803,377 31,610,000 138,913,377 112,300 58,798,250 <10,002,827
2004 16,250,000 90,775,229 30,115,000 137,140,229 16,450 57,123,400 80,000,379
2003 16,000,000 90,709,668 28,795,000 135,504,668 (71,650) 55,575,100 80,001,218
2006 13,750,000 90,660,680 27,400,000 133,870,480 (163,100) 54,033,200 80,000,380
2007 15,300,000 90,567,186 23,925,000 131,992,186 1267,730) 52,258,100 80,001,836
2008 13,250.000 en,age,076 33,805,000 tC7)544:070 (399,830) 49,942,850 UOf001,076
2009 15,000,000 90,605,133 20,780,000 126,185,183 (573,600) 46,756,300 80,002,483
2010 16,730,000 90,313,138 17,810,000 122,B75,138 (751,200) 43,625,500 80,000,838
2011 16,500,000 90,218,586 14,653,000 119,573,584 (933,850) 40,503,800 80,003,634

QTES: (a) Systee Equity cosists o f recycling of repayeents on old loan;
plus earnings on Debt Service Reserve,

(bl Expenses consist of funding of a Debt Service Reserve (tOX of Bond 
Issue) and Costs of Issuance (3X of Bond Issue).

COVERASE
9

5.
2.

2.0

2.20

Interest Grace Period Eliminated. Default Rate Raised to I6X.

M n i a u i  C o v e r a g e :



A L A S K A  C O M M I S S I O N  Q H  P O S T S E C O N D A R Y  E D U C A T I O N

A L A S K A  S T U D E N T  L O A N  P R O G R A M

S UM M A R Y  O F  N E U  L O A N  O R I G I N A T I O N

V e r s i o n  D

L O A N  R A T E :

8 . 0 0 X

TEAR
:ndikg
6/30

STATE 
APPROPRIATIONS 

1 ♦

SYSTEM 
EQUITY (a)

2 *

BOND
PROCEEDS

3

TOTAL
FUNDS

AVAILABLE
6

EXPENSES (b) 
5

DEBT 
SERVICE (C)

6 =

NEW
LOANS

7
COVERAGE

3

1987 0 0 0 0 0 0 0 KA
1988 17,500,000 20,519,639 52,680,000 90,699,639 6,822,600 3,673,600 80,003,639 5.49
1989 16,750,000 27,197,699 53,760,000 97,687,699 6,623,700 11,060,600 80,003,599 2.39
1990 16,000,000 36,761,623 56,125,000 106,866,623 6,276,230 18,590,600 80,001,973 1.81
1991 15,250,000 63,030,359 33,665,000 111,965,359 5,779,650 26,163,550 80,002,339 1.59
1992 16,300,000 52,310,383 51,895,000 118,705,383 5,083,350 33,618,300 80,003,733 1.51
1993 13,750,000 61,992,565 69,363,000 125,087,565 6,260,350 60,823,350 30,003,863 1.48
1994 13,000,000 71,181,163 66,995,000 131,176,165 3,662,350 67,729,830 80,003,765 1.45
1993 12,250,000 79,621,905 65,660,000 137,131,905 2,706,800 56,625,150 80,001,955 1.42
1996 11,300,000 86,301,709 65,385,000 163,186,709 2,125,030 61,038,600 80,003,059 1.38
1997 10,750,000 91,862,182 66,965,000 169,377,182 1,716,950 67,838,650 80,003,582 1.32
1998 10,000,000 96,627,230 30,060,000 156,687,250 1,661,800 73,066,300 80,000,950 1.26
1999 9,250,000 100,221,119 65,850,000 155,321,119 926,000 76,392,800 80,002,319 1.32
2000 8,500,000 103,062,868 61,925,000 153,687,868 697,230 72,988,600 80,002,198 1.38
2001 7,750,000 103,062,676 38,360,000 151,152,676 156,800 70,996,500 80,001,176 1.45
2002 7,000,000 105,865,668 35,730,000 168,595,668 (38,600) 68,630,200 80,006,068 1.52
2003 6,250,000 106,007,616 33,805,000 166,062,616 (136,850) 66,198,100 80,001,166 1.57
20Q4 5,500,000 105,989,395 32,190,000 163,679,395 (207,300) 63,886,330 80,002,365 1.63
200S 6,750,000 105,906,165 30,780,000 161,636,165 <266,1001 61,699,550 80,000,715 1.69
2006 6,000,000 105,821,862 29,390,000 139,211,862 (320,800) 59,531,000 80,001,662 1.75
2007 3,250,000 105,736,202 27,7B5,000 136,771,202 (387,650) 37,156,900 80,001,752 1.82
2008 2,500,000 103,668,737 25,630,000 133,798,737 (677,000) 56,272,750 80,002,907 1.92
2009 1,730,000 105,558,699 22,635,000 129,963,699 (606,650) 50,366,150 80,003,999 2.06
2010 1,000,000 105,666,101 19,830,000 126,296,101 (726,100) 67,019,350 80,002,851 2.22
2011 250,000 103,370,929 17,215,000 122,835,929 (862,550) 63,676,600 00,001,879 2.39

NOTES: (a) Systee Equity cosists of recycling o f repayments on old loans
plus earnings on Debt Service Reserve.

(b) Expenses consist of funding o f a Debt Service Reserve (lOX of Bond 
Issue) and Costs of Issuance <3X of Bond Issue).

Forgiveness Eliminated) Interest Grace Period E liainated. Oefault Rate Raised to 191. 

Hiniaua Coverage: 1.26
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D E P A R T M E N T  O F  A D M I N I S T R A T I O N

DIVISION OF RETIREMENT & BENEFITS 

PLEASE REPLY TO:

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

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

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

STEVE COWPER, GOVERNOR

February 19, 1988

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

Dear Representatives Koponen and Ellis:

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

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

(TRS) Retirement Systems funds.

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

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

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

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

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

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

$1,034.6

$ 959.1 

67.1

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



The Honorable Niilo Koponen 

The Honorable Johnny Ellis

- 2 - February 19, 1988

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

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

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

increase in their annual costs as follows:

The increase in the PERS contribution rate 

(.20%) times the estimated FY 90 political 

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

The increase in the TRS contribution rate

(.15%) times the estimated FY 90 school

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

51713973

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

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

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

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

Sincerely,

Robert F. Stalnaker

Acting Director

RFS/bb/7
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FISCAL NOTE

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

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

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

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

Psychiatric Institute and grantee community mental health centers) because 

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

Page 2 of 2
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Committee Substitute 

for
Senate Bill 67 (HESS)

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

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

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

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

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

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

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

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

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

(3) works in conjunction with a licensed provider.

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

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

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

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

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

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

• ' Page 2

OHMENDED BY:

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

Developmental Disabilities

•  ,

Kim Busch, Director 
Division of Medical Assistance

nne Chase, Director 
vision of Family and Youth Services

Date: 

Approved by:
Myra

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

FISCAL NOTE

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

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

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

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

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

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

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

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

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

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

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

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

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

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

1 9  c o n t r a c t :

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

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

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

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

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

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

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

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

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

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

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

3 c o n d i t i o n .

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

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

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

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

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

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

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

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

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

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

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

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

10 i n

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

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

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

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

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

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

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

2 4  o r

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

r o l o g y  ;

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

m i d w i f e .

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

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

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

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

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

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

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

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

9 ( 1 ) AS 2 1 . 0 3

1 0 ( 2 ) AS 2 1 . 0 6

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

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

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

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

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

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

17 ( 9 ) AS 2 1 . 3 6

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

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

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

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

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

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

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

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

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

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

2 8  c o n t r a c t s  e n t e r e d  i n t o  o r  r e n e w e d  a f t e r  J a n u a r y  1 ,  1 9 8 8 .

SB0067b - 5 - CSSB 6 7 (HESS)



'

?rk&!

ipsi$i;( .. • .':.;•#•<< :-i
v/'-V

■ ■■> •-.•'• V-fKL*

S a m u e l  A *  M i t c h e l l





C o p y r i g h t  ©  1 9 8 6

by Federation o f  American Hospitals

Second Printing January 1986

P s y c h i a t r i c  C o m m i t t e e

F e d e r a t i o n  o f  A m e r i c a n  H o s p i t a l s

Richard L. Conte, chairman 
Executive Vice President,
Outpatient Division 
Community Psychiatric Centers 

George Kossoy, vice chairman 
General Counsel 

Grade Square Hospital 

Stuart A s h m a n ,  M .D.
President and Medical Director 

Tidewater Psychiatric Institute 

Sy Banner 
Administrator 

Four W inds Hospital 

Gary Bell

Director, Hospital Acquisitions 

Charter Medical Corporation 

Wesley Bilson 
President
Delano Regional Medical Center 

A. Joyce Boasett 
Administrator
Houston International Hospital 

Paul A. B r o w n  
Executive Director 
Meadows Recovery Center 

E d w a r d  J. Carets, Ph.D.
Executive Vice President, 

Communications 
Comprehensive Care Corporation 

Dale Craig 
Executive Director 

Glen Eden Hospital 

James K. D o n  
Vice President, Operations 

H C A  Psychiatric Co m p a n y  

James L. Farisj, Jr.
Chairman of the Board 
Healthcare International 

Arthur H c i m b o l d  
Executive Vice President- 

Development 
Psychiatric Institutes of America 

David R. Hill 
Senior Vice President- 
Affiliated Hospital Division 

Republic Health Corporation 

David A. H uff
President and Chief Operating Officer 
American Healthcare Management 

E d w a r d  A. Johnson 
Executive Vice Prcsident-Operations 
Comprehensive Care Corporation

T o m  Millea 
Senior Vice President,

Chemical Dependency 
Healthcare Services of America 

Veronica Ojdana 

Coordinating Administrator 
Schick Shadel Hospitals 

Robert O s b u m
Director of Program Development 
Charter Medical Corporation 

James C. Ott 
Director,

Quality Assurance Programs 

Charter Medical Corporation 

Michael S. Pinkert 
President
Mental Health Management 

Bruce A. Shear 
President

American International Health 
Services 

Jean P. Smith 

Senior Vice President- 

Psychiatric Group 

Healthcare International, Inc. 

Charles A. Speir 
Chairman of the Board 

and Chief Executive Officer 
Healthcare Services of America 

J. M .  Stribling 
Executive Director 
Charter Broad Oaks Hospital 

Kerry G. Teel
Senior Executive Vice President 

and Chief Operating Officer 
Healthcare Services of America 

L. Stanton Tuttle 
President
H C A  Psychiatric C o m p a n y  

Sidney F. Tyler, Jr.
Senior Vice President- 

Corporate Planning 
National Medical Enterprises 

Ralph J. Watts 

Senior Vice President- 
Southern Division 

Community Psychiatric Centers 

N o r m a n  A. Zober 
President and Chief Executive Officer 
Psychiatric Institutes of America

47



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

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

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

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

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

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

18. Manning ctal.

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

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

Health Services," American Psychologist 39: 1090-1100, October 1984.
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S a m u e l  A .  M i t c h e l l  i s  D i r e c t o r  o f  R e s e a r c h  f o r  t h e  F e d e r a t i o n  
o f  A m e r i c a n  H o s p i t a l s .  M r .  M i t c h e l l  e a r n e d  h is  B A  f r o m  
H a r v a r d  a n d  h i s  M B A  f r o m  H a r v a r d  B u s in e s s  S c h o o l .  H e  
w a s  a n  a n a l y s t  w i t h  S m i t h  B a r n e y ,  H a r r i s  U p h a m  a n d  h a s  
d i r e c t e d  r e s e a r c h  a c t i v i t i e s  a t  t h e  P h a r m a c e u t i c a l  
M a n u f a c t u r e r s  A s s o c i a t i o n  a n d  t h e  H e a l t h  I n d u s t r y  
M a n u f a c t u r e r s  A s s o c i a t i o n .

8

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

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

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

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

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

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

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

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

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

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

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

Services," American Psychologist 39: 1077-1089, October 1984.
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h e a l t h  t r e a t m e n t  t h a n  t h e  r e s t  o f  t h e  p o p u l a t i o n ,  e v e n  t h o u g h  
p s y c h o t h e r a p y  f o r  t h e m  y i e l d s  a n  e s p e c i a l l y  la r g e  r e d u c t i o n  o f  
i n p a t i e n t  s e r v i c e s .  F o r  e x a m p l e ,  a s  n o t e d  b y  M u m f o r d  e t  a l . ,  
L e v i t a n  a n d  C o r n f e l d M r e p o r t  t h a t  l e n g t h  o f  s t a y  f o r  2 4  e l d e r l y  
p a t i e n t s  r e c e i v i n g  p s y c h i a t r i c  c o n s u l t a t i o n  w a s  s h o r t e r  t h a n  t h e  
m e a n  f o r  t h e  c o n t r o l  g r o u p .  B o t h  t h e  e x p e r i m e n t a l  g r o u p  a n d  
t h e  c o n t r o l  g r o u p  h a d  b e e n  h o s p i t a l i z e d  f o r  t h e  s a m e  r e a s o n  a n d  
h a d  n o t  r e c e i v e d  p s y c h i a t r i c  c a r e  o v e r  t h e  s a m e  m o n t h s  o f  t h e  
p r e v i o u s  y e a r  i n  t h e  s a m e  h o s p i t a l .  A l s o ,  t w i c e  a s  m a n y  o f  t h e  
p a t i e n t s  r e c e i v i n g  c o n s u l t a t i o n  w e n t  h o m e  r a t h e r  t h a n  b e i n g  
d i s c h a r g e d  t o  a  n u r s i n g  h o m e  o r  s o m e  o t h e r  i n s t i t u t i o n .

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

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

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

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

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

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

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

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

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

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

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

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

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

S . A . M .



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

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

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

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

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

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

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

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

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

13. Mumford et al., p. 1152.
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s u b s t i t u t i o n  ( m e t h a d o n e )  t o  t h e  t h e r a p e u t i c  c o m m u n i t y  a p ­
p r o a c h .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Journal of Psychiatry 141:10, October 1984, pp. 1145-1158.
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R e s u l t s
T h e r e  w a s  a  2 0  p e r c e n t  r e d u c t i o n  i n  t h e  u s e  o f  o p i a t e s  a n d  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

M y t h  # 1 :

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

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

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

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

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

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

M y t h  # 2 :

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

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

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

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

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

M y t h  # 3 :

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

M y t h  # 4 :

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

2

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(percentage dying during the year) 

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

B E N E F I T S

Benefits fo r which monetary estimates have been made

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

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

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

Other benefits
2. Labor market behavior

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

per year 7 7 127 5 0 d

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

per year 10 8 9 7 9 d

Percentage of days missed

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

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

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

decision-making

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

Percentage of group having

savings accounts 2 7 % 3 4 % 7 %

S U M M A R Y

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

Valued costs 7 2 9 6 8 0 9 3 797

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

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

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

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

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

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

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

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

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

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

★ *  ★ ★

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

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

E X H I B I T  O N E

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

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

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

Depression 9.4 million 6. 0 % 3 2 %

Schizophrenia 1.5 million 1. 0 % 5 3 %

*highest rate of treatment

Source: National Institute of Mental Health

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

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

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

istration) by the Research Triangle Institute.
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E X H I B I T  E I G H T  

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

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

______________________________________________ C ___________ E __________E - C

C O S T S

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

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

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

Outpatient 42 Q -42**

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

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

Indirect treatment costs

Social service agencies

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

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

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

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

Center 55 5 0 -5

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

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

Visiting Nurse Service 0 23 2 3**

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

Private medical providers' 22 12 -10’

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

Overnights in jail $ 159 $ 152 $  -71

Court contacts 17 12 -5*

Probation a nd parole 189 143 -46

Police contacts 44 4 3 - r

Total $  409 $ 3 5 0 $ -59t

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

Family burden costs:

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

Total costs for which monetary

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

her costs
Other family burden costs

Percentage of families reporting

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

Percentage of family m e m b e r s

experiencing emotional strain

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

Burden o n  other people (e.g.,

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

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

Setting Setting results N o

Economic N u m b e r  

Experimental Control N o  Ou t c o m e  of

Experimental Control Cheaper Better Difference Discussed Studies

Partial

Hospital­

ization

Traditional

Inpatient

2 2 4

C o m m u n i t y Traditional

Inpatient

3 3 6

Brief

Inpatient

Stay

Traditional

Inpatient

1 2 1 4

Brief 

Inpatient 

Stay and 

Partial 

Hospital­

ization

Traditional

Inpatient

1 1

H o m e  care —  

W i t h  Drugs 

or With 

Placebo

Traditional

Inpatient

1 I

a. Berk, p. 23.

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

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

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

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

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

( $  M I L L I O N )

Alcohol
Abuse

Drug
Abuse

Menial
Illness Total

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

Direct

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

Support 1,226 303 3,235 4,793

Indirect

Mortality’ 18,009 2.467 8,965 29,440

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

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

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

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

Direct

M o t o r  vehicle crashes

(Property loss) 2,722 d — 2,722

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

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

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

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

Social welfare program 47 2 250 300

Other 3,628 669 821 5,118

Indirect

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

C r i m e  careers — 10,869 — 10,869

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

M o t o r  vehicle crashes

(time loss) 578 d — 578

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

Totals m a y  not add due to rounding.

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

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

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

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

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

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

b. Components are indicated in parentheses.

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

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

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

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

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

available to develop a reliable estimate.

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

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

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

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

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

E X H I B I T  S I X

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

Setting S e m n g  results N o

Economic N u m b e r  

Experimental Control N o  O u tcome of

Experimental Control Cheaper Better Difference Discussed Studies

Partial

Hospital­

ization

Traditional

Inpatient

2 5 7

C o m m u n i t y Traditional

Inpatient

5 1 1 7

Brief

Inpatient

Stay

Traditional

Inpatient

2 2

Brief 

Inpatient 

Stay and 

Partial 

Hospital­

ization

Traditional

Inpatient

1 1

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

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

Setting Setting results
N u m b e r

Experimental Control N ot of

Experimental Control Better Better Determinate Studies

Partial

Hospital­

ization

Traditional

Inpatient

3 I 4

C o m m u n i t y Traditional

Inpatient

2 4 6

Brief

Inpatient

Stay

Traditional

Inpatient

2 1 1 4

Brief 

Inpatient 

Stay and 

Partial 

Hospital­

ization

Traditional

Inpatient

I 1

H o m e  care —  

W i t h  Drugs 

or With 

Placebos

Traditional

Inpatient

I 1

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

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

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

Hospital-based 425 106 7,057 7,587

State and county psychiatric

hospitals 270 67 4,49! 4,829

Private psychiatric hospitals 54 14 8 8 8 956

V A  neuropsychiatric hospitals 41 1 0 676 728

Non-Federal general hospitals

with separate psychiatric

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

Other A D M  facilities and

services 893 457 5,428 6,777

Federally funded 275 62 1,242 1,530

Residential treatment centers

for children 0 0 603 603

Freestanding facilities 472 330 704 1,505

Other facilities 61 41 223 325

A D M  units in correctional

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

Private practice psychologists 61 6 1,223 1,291

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

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

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

hospitals (Excluding

psychiatric units) 4.957 524 4,900 10,380

V A  general hospitals and

other facilities 678 57 1,073 1,808

O ther Federal facilitiesb 346 75 366 786

Other general health

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

Nursing h o m e s 208 >
3.467 3.676

Private practice physicians 904 35 1,084 2,023

Dentists 774 74 835 1,682

O ther health professionals 213 2 0 229 462

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

Other health services 447 42 483 973

Volunteer services 169 16 182 368

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

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

a. Less than $.5 million.

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

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

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

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

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

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



E X H I B I T  F O U R

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

Setting Setting results
N u m b e r

Experimental Control N o of

Experimental Control Better Better Difference Studies

Partial Traditional 3 2 2 7

Hospital­ Inpatient

ization

C o m m u n i t y Traditional

Inpatient

2 1 4 7

Brief Traditional 1 1 2
Inpatient Inpatient

Stay

Brief Traditional 1 1
Inpatient Inpatient

Stay and

Partial

Hospital­

ization

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

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

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

T h e  s ta te  o f  th e  a r t  o f  d ia g n o s is  is n o t  s u f f ic ie n tly  d e v e l­
o p e d  to  s u p p o r t  w id e ly  a c c e p te d  o b je c tiv e  c r i te r ia  fo r  m e a s u r ­
in g  q u a l i ty  a n d  c o s t-e ffe c tiv e n e s s  o f  care. T h e  a p p r o p r ia te  
a c t io n  u n d e r  th e s e  c i rc u m s ta n c e s  is n o t  to  c u r ta i l  in p a t ie n t  
c o v e ra g e  b u t  r a th e r  to  re d e s ig n  c o v e ra g e  so  th a t  p ro v id e r s  h a v e  
a n  in c e n tiv e  to  c h o o s e  th a t  m ix  o f  c a re  th a t  p r o d u c e s  th e  b e s t  
p o s s ib le  m e d ic a l o u tc o m e  p e r  av a ila b le  d o lla r .  W h e n  p a ire d  
w ith  c a re fu l u til iz a tio n  m a n a g e m e n t, th is  a p p ro a c h  s h o u ld  g o  a 
lo n g  w ay  to w a r d  im p ro v in g  th e  c o s t-e f fe c tiv e n e s s  o f  c a re  w h ile  
s t i l l  m a k in g  s u re  i t  is n o t  d e n ie d  to  th o s e  w h o  really  n ee d  it.
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4
W h a t  is M e n t a l  H e a l t h  C a r e ?

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

42.

10. Parloff, p. 43.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

6 . O T A ,  p. 44.

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

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

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

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

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

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

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

2 / 2 1 / 8 6

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

De a r  Nancy:

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

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

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

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

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

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



ALASKA STATE LEGISLATURE 
HOUSE OF .REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y, State Capitol 

Juneau, A laska 99811 

(907) 465-3991

February 24, 1986

MEMORANDUM

TO: Representative Mike Davis

ATTN: Marilyn Heiman

FROM: Nancy Pease
Legislative Analyst

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

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

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

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

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

Costs of Mental Health Insurance in Other States

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Blue Shield of Montana has not yet provided us information on the rate 
and cost of mental health claims. Concerning the "erms of the coverage, 
Montana's policy currently reimburses most mental treatment prescribed 
by physicians, including prescriptions for treatment from unlicensed 
counselors. According to Mr. Waldron, a physician's prescription may 
encourage a patient to purchase mental treatment less discriminately 
than if the physician merely provides a referral. Thus, the practice 
of paying for most prescribed treatment may result in greater mental 
health claims.
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I have attached a copy of a report received from Mr. Waldron entitled
"Equal Insurance Coverage for Mental Illness", as well as a fact sheet
concerning the same topic. According to Steve Waldron of the Montana 
State Mental Health Association, this report references 11 studies to 
document that the cost of mental health coverage is slight and that 
mental health care diminishes claims for physical health care, 
forward a copy of the report upon receipt.6

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

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

* * *

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

NP

Attachment

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

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

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





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

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

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

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

1982).

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

that:

approximately 15? of the population need some type of mental 

health services

approximately 25? of the population suffers from mild to

moderate depression, anxiety, and other Indicators of emo­

tional disorders

approximately 10 million Americans have alcohol-related 

prob lems

approximately one half of all dlseuses have stress-related

orlg Ins

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

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

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

hospital Izatlon.

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

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

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

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

Koyanagl, 1982).

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

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

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

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

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

Most health Insurance po'lcles provide Inadequate coverage for mental 

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

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

tial hospitalization (Corrigan and Koyanagl, 1982).

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

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

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

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

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

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

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

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

Illnesses (Corrigan and Koyanagl, 1982).

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

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

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

recognized that legislation which guarantees equal coverjge results [n many 

other benefits.

For example, responsible legislation that guarantees coverege for mental 

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

patients are forced to seek hospitalization because outpatient or partial hospi­

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

health benefits are available, medical utilization Is often reduced.

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

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

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

Services Center reports that Individuals receiving mental health services have 

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

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

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

Council of Community Mental Health Centers, 1982).

Jones and Vlschl reviewed 13 studies and found decreased utilization of 

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

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

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

time after psychotherapy Increased.

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

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

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

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

viously unmet needs (Jones and Vlschl, 1979).

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

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

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

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

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

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

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

Vlschl, 1979)

The strong Interrelationship between physical and mental Illness Is becoming 

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

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

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

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

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

(Personnel Journal, 1981).

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

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

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

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

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

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

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

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

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

1982).

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

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

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

of pe'sonal problems (Brown, 1973).

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

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

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

examined (Barrie, 1980).

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

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

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

Kelfhaber, 1981).

Insurance companies may oppose guaranteed equal Insirance coverage for men­

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

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

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

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

cost to the policy holders.

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

employer trust. Dirlng the first year,

(1975) their paid loss ratio dropped from 

92* to 67*. Despite Inflation In health 

care costs, there was no rate charge under 

this policy until the fourth year after the 

change. It Is Interesting that the rate 

Increase, which took effect In late 1978, 

followed a period In which publicity, 

employee meetings and distribution of educa­

tional materials on the mental health plan 

were discontinued. Experience with other 

groups also shows that an ongoing educa­

tional effort Is essential to the success of 

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

patient nwntal health benefits;

the number of visits Is generally low, particularly when

controlled by a combination of co-payments, daduetlbles or

visit limits;

expenditures for mental health services are not a dispropor­

tionate part of health benefit packages (Corrigan and

Koyanegl, 1982).

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

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

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

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

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

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

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

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

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

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

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

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

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

after a $100 deductible.

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

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

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

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

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

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

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

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

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

two percent of the population used supplemental benefits for 

outpatient mental health services;

those who used outpatient services made an avenge of 32.7 

visits during the year;

fifty percent of people using outpatient services hod 20

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

percent had more than 100 visits.

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

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

visit was $39. 72 (Towery, Sharf stein and Golaberg, I960). 
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An earlier study of FEW3P showed that inental health care was a smal I part of 

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

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

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

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

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

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

(Corrigan and Koyanegl, 1982).

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

The potential for cost savings by 

averting Inpatient psychiatric care was 

the major Impetus behind the "Effective 

Care '81" program Initiated by Blue Cross 

and Blue Shield of Minnesota. In 1980,

Inpatient psychiatric charges averaged

$2,800, while the outpatient average was •

$90 - a 30 to I differential. For all 

claims related to mental and emotional 

disorders, 75$ were for Inpatient 

treatment. The Effective Care '81 

program was designed to reduce total 

Inpatient days 10$ by diverting 

appropriate cases to outpatient 

treatment. James 0. Regnelr, President 

of 8lue Cross and 8lue Shield of 

Minnesota, noted that 'besides the 

quality and cost considerations, cut- 

patient care often Is much less disrup­

tive to the person's family. Job and 

normal routine' (Corrigan and Koyonegl,

1982).
J
I

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

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

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

care.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

of mental health benefits.

It has been demonstrated that equal Insurance coversge for mental and 

nervous conditions should result In reduced medical utilization and lower over­

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

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

produce rore.

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

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

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

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

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

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

services for the chronically mentally III.
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