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Business and Health

H.im Ihii" ?2- > ri» |

Employers not only pay for mental health problems
through inereu'CJ ubu-nlccism anj he.ilth care costs, hut
jim< truough psychiatric disiht! reouire provision
of short- and long-term disability a .. i.ke's compensation
benefits. The added financial burden of these income
maintenance payments can be enormous.

The following chan shows the percentage of long-
term disability (LTD) claims due to psychiatric conditions
among survey respondents.

LTD Cases

(Percent with Psychiatric Causes)

For 30 percent of the companies surveyed, psychiatric
disabilities comprised more than 11 percent of their case-
load. These employees frequently have severe mental
health problems which make it difficult for them to work
full-time.

One-third of the survey respondents said they have
a program to bring psychologically disabled workers back
to work. Often times, these programs are also open to
physically disabled workers. The most common employer
sponsored retum-to-work program is an incentive arrange-
ment whereby the disabled individual can work part-time
and continue to receive disability benefits while he or she
readjusts to employment. During this trial work period,
the disabled employee does not run the risk of losing his
or her disability benefits and Medicare coverage until he
or she is fairly certain about being able to remain on the
job. In most instances, individuals are selected on a case-
by-case basis for such a program.

In addition, two companies surveyed have identified
an individual who is solely responsible for disability ben-
efits. One company, Owens-Illinois, employs a “long-
term disability coordinator,” while Xerox has a physician
"disability manager.”

Independent medical examiners frequently are called
upon to assess the status of disabled workers. Internal
rehabilitation committees comprised cf representatives from
company benefits and corporate medical departments also
have merged as oversight groups that deliberate on the
potential for rehabilitation of specific employees.

niNr al

As corporations become more aware of the high cost
of disability. cost management techniques will he ad\unccd
thal echo the efforts employed by business over the last
decade to red ice overall health care costs.

Shape of Changes to Conte

The benefit changes recorded by participants in this
survey give some indication of what revisions can be
expected from employers who have yet to act. A number
of these companies, however, are waiting until there are
more data available on the impact of changes in mental
health coverage. The most common alteration planned for
1985 will deal with outpatient care: 8 percent of the
companies surveyed intend to enhance incentives for out-
patient use by decreasing employee coinsurance levels
from the usual 50 percent to 20 percent.

Concerns about excessive use of mental health benefits
have motivated 4 percent of the companies to reduce the
lifetime maximum, and another 4 percent to propose a
limitation on the number of outpatient visits. Goodyear,
Deere and Company, and Bethlehem Steel are examples
of comp>. -;:c surveyed that are working on development
of a preferred provider organization, HMO or other type
of prepaid, risk sharing program with mental health
providers.

Such interest indicates corporate leaders are scrutinizing
closely mental health costs. Many employers now realize
that they are paying dearly for expenses associated with
mental illness, and yet they have little understanding of
what they have been purchasing. The recent employer
movement towards collet'ng. analyzing and monitoring
data has made this more apparent. In addition, corporations
are recognizing that mental health services can be provided
through a wide range of alternatives and are beginning
to reflect these options in the design of employee benefits.

The WBGH mental health survey reveals several
trends in mental health care coverage including:

 That corporations are becoming extremely concerned
about high health care costs, absenteeism, disability costs,
and lost productivity associated with mental health;

e That benefit managers are grappling with how to
redesign reimbursement for mental health coverage to
reflect new options in service delivery and alternative
providers;

» That employers also have recognized utilization
review is an imperative component of benefit design;

e That employers are continuing to broaden their
EAPs to include more areas such as counseling for disabled
employees and that EAPs will become more diffused as
the movement gains momentum;

e That as companies invest more in their employees
as human resources, they will continue to develop new
mental wellness programs.

In short, corporate awareness of mental health costs
is likely to culminate in the restructuring of reimbursement
and the delivery of mental health services. B
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Changes In Health Care Costs
and Utilization Associated
With Mental Health Treatment

Harold D. Holder, Ph.D.
James O. Blose, M.P.P.

Health insurance claims offam-
ilies covered by Aetna's Federal
Employees Health Benefit Pro-
gram from 1980 through 1983
were analyzed to determine if
any changes in total health care
utilization and costs were associ-
ated with the iirtiation of men-
tal health treatment. A total of
26,913 families in which at least
one member received mental
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health treatment were compared
with a randomly selectedgroup of
16,468 families in which no
member had received mental
health treatment. Total health
care costsfor those receiving men-
tal health treatment were signifi-
cantly higher than costs for the
comparison group. However,
those costs dropped significantly
after initiation of mental health
treatment and continued to de-
cline over the study period. The
biggest declines occurred among
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persons age 43 and older, afind-
ing that may have important pol-
icy considerations.

While mental health care could be
seen as adding to the overall cost
of general health care, there is
growing evidence that mental
health care actually results in lower
total heath care utilization and
costs for treated persons. This can
be the result even when the cost of
mental health care itself is includ-
ed. Follette and Cummings (1), in
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one of (he first major American
studies of this question, found that
the use of nonpsychiatric medical
services dropped following the ini-
tiation of psychotherapy. Jones
and Vischi (2) reviewed 13 studies
and found that 12 showed reduc-
tions in medical care utilization
ranging from 5 to 85 percent fol-
lowing mental health intervention.

Mumford, Schlesingcr, and
Glass (3), in a meta-analysis of 15
controlled cost-offset studies pub-
lished before 1978, estimated the
cost-reduction effect for mental
hea'th treatment at between 0 and
14 percent.

Mumford, Schlesinger, and
Glass (4), following a review of
research on the impact of psycho-
logical intervention on recovery
from surgery and heart attacks,
found that on the average psycho-
logical intervention reduced hospi-
talization by approximately two
days below the control group's av-
erage of 9 92 days.

Another study by Mumford and
associates (5), which utilized a
meta-analysis of published cost-
offset research, found that the
range in outcomes varied from a
72.4 percent increase in the use of
medical services following psycho-
therapy to a 181.6 percent de-
crease. The study found that the
offset effect is likely to be greater
for inpatient medical care utiliza-
tion than for outpatient utilization.
It also found that older people had
greater offset effects following
mental health treatment than did
younger people.

Dr. Holder is director of the
Prevention Kesearch Center in
Berkeley, California, and lectur-
er in the School of Public
Health at the University of Cali-
fornia. Mr. Blose is a senior ana-
lyst at the Human Ecology Insti-
tute in Chapel Hill, North Caro-
lina. Dr. Holder’s address is
2532 Durant Avenue, Berkeley,
California 94704. This research
was conducted under contract
no. ADM 281-83-0011 with the
National Institute of Mental
Health.
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The same research team has also
conducted d five-year longitudinal
analysis of medical care utilized by
persons enrolled with the Blue
Cross/Blue Shield Federal Em-
ployees Benefit Program from
1974 through 1978. They found
that persons with from seven to 20
mental health outpatient visits had
medical care changes that were
5309 lower than those of the com-
parison group, and those with
more than 21 vijits had charges
5284 lower than the comparison
group (6).

Two studies have been conduct-
ed involving patients from the Co-
lumbia Medical Plan. Kessler and
associates (7) found a 7.6 percent
reduction in medical visits for
adults in the year following the
beginning of the psychiatric epi-
sode compared with the year be-
fore, and a 9.3 percent reduction
for children. Hankin and associates
(8) found that the receipt of spe-
cialty mental health care was fol-
lowed by a short-term reduction in
nc ‘isychiatric utilization.

Emotional problems could be as-
sociated with either underutiliza-
tion or overutilization of medical
care (3). Underutilization as a re-
sult cf self-abuse or neglect can
contribute to excess morbidity and
untreated physical disability or dis-
ease. Thus higher medical care
costs could follow mental health
treatment as a consequence of an
improved emotional state and in-
creased self-awareness (9,10).

On the other hand, overutiliza-
tion prior to initiation of mental
health treatment could result in
substantially higher general medi-
cal care costs. The above studies
suggest that overutilization of
health care prior to initiation of
mental health treatment is mr ’
likely than underuiili2»v' *
average.

Research design

This paper describes the results of
a research project to further inves-
tigate the question of over- or un-
derutilization of health care and to
document the nature of changes in
health care costs and utilization
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following initiation of mcniaj
health care, The findings described
are from a study of federal employ-
ees and their family members en-
rolled with the Aetna Life and Ca-
sualty Company under the Federal
Employees Health Benefit Pro-
gram (FEHBP) during the calendar
years 1980 through 1983. To doc-
ument changes in total health care
utilization and costs, the study ana-
lyzed all health insurance claims
filed by covered individuals who
began mental health treatment.

During the years covered by this
study, Aetna FEHBP was the sec-
ond largest cf more than 100
health plans available to federal
employees. Two benefit options
were available under the plr.n: the
high-option plan, which set limits
of 520,000 annually for inpatient
mental health care and 51,000 an-
nually for outpatie, t mental health
care; and the low-option plan,
which had limits of 515,000 and
5750, respectiveiy.

Both options included coverage
for treatment services rendered by
a wide range of practitioners and
facilities, as long as overall care of
the patient was evaluated and con-
trolled by a physician. There were
no changes in mental health cover-
age during the study period.

In this study, persons receiving
mental health treatment were de-
fined as those who had received
medical treatment under a primary
diagnosis of mental illness. All
health care claims were reviewed
to locate all families with one O
more members who had filed at
least one claim for mental health
treatment and who were continu-
ously enrolled with Aetna during
.he study period. The number of
such families totaled 26,915, and
33,009 individuals in these fam-
ilies received mental health treat-
ment.

In addition, a random sample
from the total continuously en-
rolled population of families who
did not file claims for mental
health treatment was selected as a
comparison group. This random
sample was composed of 16,468
fanvlies and included 41,829 indi-
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viduals who were stratified by age
to match the age distribution of the
mental hedlth study group. Fam
ilies with any member receiving
treatment for alcoholism or drug
abuse were excluded from baoth
the comparison group ad the
mental health study group.

The ideal research design for
determining statistically significant
changes in total hedlth care pet-
terns would use experimental
treatment and no-treatment con
trol groups randomly assigned
from the sare population. Howev-
er, the identification of a dag
nosed but untreated group is iIm-
possible in alarge field study utiliz-
ing hedlth insurance dains & a
mears to identify the treatment
population.

An alternative is a quasi-experi-
mental design that utilizes a non
equivalent comparison group &
well as multiple pretests and post-
tests (11,12). A pre-post design
was used to compare pre-mental-
health-treatment averages over
various time periods with averages
after initiation of treatment.

Since the comparison group is a
nonequivalent one, it can be used
only for baseline comparisons with
the mental health treatment group.

In addition, alongitudinal analy-
sis thet pooled available data from
all individuals wes used to describe
longterm patterns. The pre-post
analysis permits reliable testing for
statistically significant changes in
cost and utilization. The longitudi-
rd analysis permits use of all the
avallable data to document long
term trends and tendencies.

Comparison of the groups

The mental health study group ad
the comparison group were quite
similar in average family age, fam
ily size, ad type of hedth insur-
ance plan option. The average fam
ily size for those with a least one
member receiving mental hedth
care wes 257 persons, compared
with 251 persons in families in the
random sanple. The average fam
ily age (es of January 1981) wss
188 years for the mental health
treatment group and 19 2 years for
the comparison group. The same
percentage of both groups (79 per-
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cent) were enrolled under high
option cover.

The monthly per-person costs
(in January 1980 dollars) for all
heglth care for families with a least
one member receiving mental
hedth treatment were $158.82,
conpared with $91.85 for the ran
dom sarmple. Most of this differ-
ence Wss the result of inpatient
treatment costs ($101.85 a nmonth
for the mental hedlth treatment
group versus $60.12 a nonth for
the random sanple). However,
MWYe were aso differences be-
tween the two groups in ambula:
tory care ad other costs over the
four-year study period

The families with at least one
member receiving mental health
treatment averaged .39 inpatient
days per person per month com
pared with .18 days for the random
sample. Mental hedlth treatment
costs amounted to $22 per nonth,
or 11 percent of the $159 average
monthly costs for al hedth care
for persors in the mental heelth
study group, thus indicating thet
these cost differences are not due
primarily to the cost of mental
hedlth treatment. All of these com
parisons were statistically signifi-
cat a p<.001. In pant of fact,
given the relatively large treatrment
group and conparison group sizes
utilized in this study, most differ-
ences Were statistically significant.

Mental health treatment
costs and utilization

During the 1980-83 period, those
in the continuously enrolled popu-
lation who filed mental health
treatment claims were largely fe-
mele (60.6 percent). The mean age
wss 45.3 years but varied widely.
More then 16 percent of the group
were under 21 years dd ad 23
percent were 65 ad over. Forty-
five percent of the group were
enrollees (federal employees or
annuitants), 33 percent were
spouses, ad 22 percent were de-
pendent children. Less then 1 per-
cent were other dependents.

The cost of mental health care
per person receiving care during
the study period wes 52,079 (Janu-
ary 1980 dollars), of which 63 i
percent wes pad by Aetna &
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health insurance benefits. Inpa-
tient care, though utilized Ly only
20 percent of the mental hedlth
patients, accounted for 60 percent
of mental health treatment costs.
The avwerage length of inpatient
mental health treatment wes 322
days. More than half of the inpa:
tient stays were 21 days or less,
ad amost a fourth were seven
days or less. The average cost per
admission wes $3,887 (January
1980 ddllars), ad the average
numbc. of admissions per person
utilizing inpatient care waes 157.
No data were available on whether
the inpatient stays were in special-
ty fac;'ities or general hospitals.

Ambulatory care wes used by
83 7 percent of those receiving
mental health treatment, and they
hed an estimated 22 mental health
ambulatory visits per person dur-
ing the study period. The number
of estimated visits is besed on
claims data from institutional pro-
viders only; whether a similar
number of visits were made to
private practitioners is unknoan
The primary providers of ambula
tory mental heslth care were physi-
cians, wWho accounted for 71 per-
cent of total visits (Aetna’s codes
did nat distinguish between types
of physicians); psychologists, who
accounted for 20 percent; and psy-
chiatric social workers, who ac
counted for slightly nore than 3
percent.

Pre-post patterns
of medical care
Total medical care costs and utili-
zation for individuals receiving
mental health treatment were ana:
lyzed using the first such treatrment
event as areference point. Individ-
uals began treatment during each
month of the study period, ad
there were varying amounts of data
available for analysis before ad
after initiation of treatment. For
example, persons begnning treat-
ment in early 1980 woud have
only afew months of pretreatment
data but more then three years of
posttreatment data. For those
whose initial treatment was in mick
1983 the opposite situation ap-
plied.

The primary research question
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was wh' tlV. r there was a reduction
in total >%iith care utilization and
cost following initiation of mental
health treatment. Thus the study
tested for statistically significant
changes in medical care costs and
utilization using three groups com-
posed of individuals having similar
pre- and posttreatment periods.
The first group contained persons
for whom 12 months of pretreat-
ment data and 12 months of post-
treatment data were available
(N =12,699). Analysis found a sta-
tistically significant decrease in to-
tal monthly health care costs per
person (t=6.44, df=25.396,
pC.001). The costs dropped from
S$263-28 before treatment to
$208.79 after initiation of treat-
ment (January 1980 dollars).

Longer and more meaningful pe-
riods of comparison were provided
by group 2, persons for whom a
full 24 months of pretreatment
data and 12 months of posttreat-
ment data were available
(N =5,213). In general, cost and
utilization levt's in group 2 in-
creased from the 13- to 24-month
pretreatment period to the 12
months preceding initial mental
health treatment; they then de-
clined during the first 12 months
after initiation of treatment. Total
health care costs per month per
person increased from $121 to
$278 and then fell to $202 after
initiation of treatment (F= 102.14,
df= 15,638, p<.001). This pattern
is primarily due to changes in inpa-
tient costs, which went from
$74.91 during the 13- to 24-month
pretreatment period to $201.33 af-
ter initiation of treatment. Inpa-
tient costs in the 12-month period
after initiation of mental health
treatment dropped to $127.70.
The differences were statistically
significant (F=82.02, df= 15,638,
p<.001). Ambulatory costs and
utilization remained essentially the
same during the first year after
initiation of treatment.

These results are confirmed in
the analysis of group 3, those with
at least 12 months pre- and 24
months posttreatment data. This
group provides clear evidence that
the decline in cost and utilization
continues in the second year fol-
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lowing the initiation of mental
health treatment. Total health care
costs per month per person fell
from $242 in the year before treat-
ment to $214 in the first year after
treatment began to $162 in the
following year. These differences
were statistically significant
<F=21.88, df= 17,642, p<.001).
As with group 2, this drop was

These results provide
considerable evidence
that total health care
costs and utilization
gradually increased
before mental health
treatment was initiated
and decreased afterward.

primarily the result of decreases in
inpatient days per month per per-
son from .63 to .52 to .39 days
(F= 19.02, df= 17.642, p<.001)
and inpatient costs per month per
person from $167 to $133 and
5106 (F= 13-95, df= 17,642,
p<.001). Ambulatory care costs
actually increased in the year fol-
lowing initiation of treatment
(from $59.15 in the year be.'ore to
$64.15 in the year after) due to the
u:e of ambulatory mental health
services, but they fell below the
pretreamunt level in the second
posttreatmenc year ($42.29).
These differences were also statis-
tically significant (F=60.59,
df= 17,642, p<.001).

These results provide consider-
able evidence that the total health
care cost and utilization for treated
persons gradually increased prior
to the initiation of mental health
treatment and then decreased af-
terward. This is true even when all
mental health treatment costs and
utilization are included in the anal-
ysis. Ambulatory care often did
not follow this pattern, likely due
to extensive use of ambulatory
mental health care during the peri-
od after initiation of treatment.

The health care patterns of the
family members of persons receiv-
ing mental health treatment were
October 1987
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also analyzed. Total monthly
health care costs for the family
members of mental health patients
showed a downward trend, begin-
ning before the point of initiation
of mental health treatment of the
family member or members. For
example, untreated individuals
with data for at least 24 months
before and after initiation of treat-
ment for a member of their family
(N =3,074 families) had total
health care costs per month per
person of $101.71 in the 13- to 24-
month pretreatment period,
$93.13 in the 12-month prctreat-
ment period, and $74.03 in the 12-
month period after initiation of
treatment (F=5.05, df=9,221,
p<.01).

While in general the health care
patterns of the family members of
mental health patients follows that
of the treated group, that is, costs
are higher before treatment and
lower after initiation of treatment,
the peak in costs occurred in the
second year prior to treatment and
declined after that point. This
could suggest that family members
anticipated the start of mental
health treatment, or that they put
more personal energy into support
and less into utilization of health
care as the family member with
mental health problems became in-
creasingly disabled just prior to
treatment. It is also possible that
the increasing disability of the fam-
ily member with emotional prob-
lems in some ways deterred other
members from utilizing health
care.

Longitudinal analysis of
total health care costs

The pre-post analysis confirms that
statistically significant changes in
health care patterns are associated
with the initiation of mental health
treatment. However, the patterns
of average monthly total health
care costs can also be examined
longitudinally by pooling the data
for all mental health patients (more
than 33,000). This yields a distri-
bution of average cost per individ-
ual over a six-year period—36
months before and 36 months af-
ter the initiation of mental health
treatment. The pretreatment val-
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ucs were S108 (31 to 36 months),
5128(23 to 30 months), 5124 (19
to 24 months), 5126 (13 to 18
months), 5147 (seven to 12
months), and 5493 (one to six
months). Posttreatment initiation
values were U239 (one to six
months), 5183 (seven to 12
months), 5167 (13 to 18 months),
5158 (19 to 24 months), 5144 (25
to 30 months), and 5137 (31 to 36
months).

These data illustrate the gradual
rise in total health care costs over
the 36-month period before the
start of mental health care and a
sharp climb in such costs in the six-
month period immediately prior to
treatment. After treatment began,
total costs dropped continuously
ever the following 36 months.

The longitudinal patterns of age
and gender subgroups were similar
to that of the overall study popula-
tion. However, important differ-
ences between subgroups did ex-
ist. One way of examining these
differences is to evaluate the ex-
tent to which the health care costs
of persons receiving mental health
treatment converge with the cost
levels of individuals of similar age
or sex from the random sample of
families in which no members re-
ceived mental health treatment.

For each six-month interval de-
fined above, monthly total health
care costs of treated individuals
were transformed into a propor-
tion of the average monthly per-
perso.i health care costs of the
corresponding age or sex cohort
from the random sample. The age
and sex cohort provides a baseline
for the expected level of cost on
the average. For each month of the
study period, average total health
care costs for the mental health
patients (defined by age group or
gender) were divided by the
monthly average for the corre-
sponding age or sex cohort to de-
velop an index or ratio. Thus a
value of 1 indicates that the
monthly average for any interval
was equal to the monthly four-year
average of the baseline group. A
value less than 1 means the mental
health treatment group experi-
enced costs less than the baseline,
and a value greater than 1 indicat-
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ed costs higher tlrn baseline.

All of the three youngest treat-
ment subgroups (under 14, 14 to
19, and 20 to 24) incurred initial
costs (in the 31- to 36-month pre-
treatment period) that were higher
than their age cohorts, with values
of 1.47, 1.19, and 1.61, respective-
ly. By the end of the follow-up
period (31 to 36 months after initi-
ation of treatment), health care
costs for all groups remained con-
siderably higher than for their age
cohorts (2.49 for those under age
14, 3.17 for ages 14 through 19,
and 2.44 for ages 20 through 24).
The 14 to 19 age group had the
highest costs relative to their non-
treatment age cohort at the time of
initiation of treatment. Their costs
peaked at a level 23 times higher
than their general age cohort.

Compared with their younger
counterparts, mental health pa-
tients in the three older subgroups
(25 to 44, 45 to 64, and 65 and
older) incurred costs that con-
verged more closely with those of
their age cohort by the final post-
treatment interval (31 to 36
months). This is illustrated by the
values of 2.12 for those between
age 2, and 44, 1.73 for those
between age 45 and 64, and 1.37
for those age 65 and older.

Cost ratios for males and fe-
males were also analyzed. Females
in the treatment group initially (31
to 36 months prior to treatment)
had total health care costs per
month that were significantly high-
er than costs for females in the
random sample (a proportional val-
ue of i.77). Males receiving men-
tal health treatment, however, had
costs comparable to males from
the random sample baseline at this
point (1.01). By the final posttreat-
mcnt period, males were closer to
the levels of the random sample
(1.66) than were females (1.99),
although the costs for treated fe-
males were closer to their actual
pretreatment costs.

Conclusions

The results of this study provide
confirmation of the findings of
previous studies as well as provide
new findings, previously unreport-
ed, concerning the question of the
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potential for mental health treat-
ment to reduce other health care
costs.

In this study, the total health
care utilization and costs of Aetna
FEHBP-enrolled families receiv-
ing mental health treatment were
holier than those of a demographi-
cally similar comparison group of
enrolled families not receiving
mental health treatment.

The longitudinal pattern of total
health care costs illustrates that a
marked increase in such costs
among individuals with mental
health problems can be expected
over the 36-month period prior to
initiation of treatment. A decrease
in total health care costs can be
expected following the start of
mental health treatment—even
when the costs of this treatment
are included. This is in contrast to
Borus and associates’ finding (13)
that offset savings in general ambu-
latory medical care were overshad-
owed by charges for the specialty
mental health care itself.

Our analysis of specific age sub-
groups indicates that subpopula-
tions are differentially contributing
most to the overall drop in total
health care utilization. The best
convergence with the baseline lev-
el of their general age group co-
horts occurred for patients who
were age 65 and older, followed by
those in the 45 to 64 age group.
Tne two youngest groups, ages 14
to 19 and under age 14, had the
least convergence with their gener-
al age group cohorts. It is possible
that these differential cost patterns
are due in part to age-related varia-
tions in specific diagnoses or in
severity of mental illness. This is-
sue could not be addressed with
the data available for this study but
merits further investigation.

It is not possible to estimate
exactly how much of the decline in
health care utilization after initia-
tion of treatment is due to treat-
ment per se versus other factors
such as self-selection and motiva-
tion, regression toward the mean,
and so forth. The relatively long
periods before and after initiation
of treatment used in our analyzes,
however, provide a valuable per-
spective for evaluating this issue.

Hospital and Community Psychiatry



Some previous studies thet have
utilized relatively short pretreat-
ment periods (usually 12 nmonths)
have been open to the criticism
thet the reductions in health care
costs immediately folloning treat-
ment initiation mght ke explained
by “regression to the mean’ (35).
Following an extraordinary level
of stress and discomfort (one
expression of which is increased
health care utilization), a sulbse-
quent droo in hedth care utiliza-
tion could be expected (at least
temporarily) simply because of the
termination of the crisis a hand
Some of the observed decreases
in costs and utilization in this study
are likely related to this natural
adjustment. However, we found
thet the health care costs of treated
individuals continued to drop in
relation to their prior costs as well
& in relation to the costs of un
treated persons of similar 3ge ad
sex for up to three years after
initiation of treatment. \We believe
it is rather unlikely thet this de-
cline is totally explained by anend
ing of a persond crisis (ad the
resulting statistical regression).
This study, like the others cited
earlier, supports a conclusion thet
the initiation of mental health
treatment by self-motivated pa
tients can yield positive reductions
in hedlth care utilization and costs
for alarge insured population even
r hen there is no direct control
over the variety ad quality of
care. Such afinding hes i
policy implications for prepaid
medical groups as Well as insurance

companies.

No study of the health care costs
and utilization of treated persons
based on a single enrolled hedlth
insurance population is readily
generalizable beyond thet popula
tion. Given the heterogeneity of
enrolled populations, the variety
of hedth insurance benefit plars
across the country, ad the mix of
available general hedth care ad
mental hedlth treatment services,
no single study is likely to be ne
tionally representative.

This study is nat a subject to
biases due to regiona variations in
general hedth or mental hedth
care & is much other research,

Hospital and Community Psychiatry

since the population of persors
filing mental health treatment
claims with Aetna is anationd one,
draning on all S0 states. However,
it is not necessarily geographically
representative of either the U.S.
population or the population of
federal employees, since mary fac-
tors influence the choice of hedth
plars by government workers.

Roughly 60 percent ' Aetra
claimants rcceivng me' i hedth
treatment are agg 45 J dlder.
The study finding thet older age
groups have greater opportunity
for cost reductions then younger
groups is an important policy con
sideration. Older people ted to
e nmore medical care senvices
then those in younger age grougs,
specifically more expensive hospi-
td cae As the Aetnaenrolled
population is older than many en
rolled populatiors, studies of ano
ticeably younger enrolled popula
tion mey find smaller treatrrent
effects.

This study mekes an inportant
contriburon to an ever-enlarging
research bese concerming the pat-
terns of health care before ad
after mental health treatment. The
study documents the potential of
reductions in total health care costs
following initiation of mental
heglth treatment. The longitudinal
pooled data show thet total health
care costs a tre end of e 36
nmonth period following initiation
of treatment are higher then the
costs a the equivalent point 36
nmonths before treatment. Howev-
er, given the six-year soan repre-
sented and the general tendency of
hedlth care oosts to increase & a
population ages, this result is not
surprising.

Since the cost trend followi
treatent initiation is downwar
it may not be unrealistic to expect
even lower total health care costs
over a longer followup period
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care, the report said, adding:

"With women accounting for two-thirds
of the expected labor force growth, a more
concerted effort by industry and the public
sector is needed to assure quality child
care.

"Child care is important for worker
morale and productivity. It is also essential
for the employment of welfare recipients.
Child care facilities can provide a
stimulating environment for younger chil-
dren. This can be particularly beneficial for
children from more disadvantaged sur-
roundings."”

Mr. Ong. who also is chairman and CEO
of B. F. Goodrich Company, said the study
was designed onlv to suggest what prob-
lems would arise in the next 15 years, "not
to spell out our silver bullets to lake care of
the problems."

However, in a section on guidance for

action toward the future challenge in labor
market policy, the report did call for a na-
tional policy on child care - (; identify the
most appropriate responsibilities for the
different levels of government.”

No One Can Do All

It said that care of children during work
hours has become a national issue, impor-
tant to both men and women workers, with
increases in single headsof households and
two-wagc-earner families.

The Alliance report said:

"No one sector can assume full respon-
sibility and costs. Because many busi-
nesses already realize that worker atten-
dance and productivity can be affected,

hey are providing information on available
child care or assisting in expenses through
benefit packages."”

businesses also need increasingly to
consider flexible work schedules or greater
part-time opportunities to meet needs of
parents, stated the report.

"Since many needing child care, such as
single heads of families, have lower in-
comes, governments must also respond.
Options include tax incentives for business
investment and income-based voucher
programs for purents." O

Dropping Mental Health

Coverage Can Be Costly

The cost of mental health benefits is high
but the cost of not providing them may be
even higher, according to the Washington
Business Group on Health.

Speakers at the spring meeting of the
National Association of Private Psychiatric
Hospitals quoted the statistics on costs lo
employers of mental illnesses of employees
and noted that those treating mental illness
are responding to employer's cost concerns
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associated with mental health benefits.
Dr. Howard Hoffman, of the Psychiatric
Institute of Washington. D.C., referred to
the study by the Washington Business
Group on Health which reported that:

» Weirton Steel reports that 61% of its
absenteeism is due to psychiatric prob-
lems.

» Kennecott Copper Company's "In-
sight” counseling program reports a 53%
reduction in absenteeism and 55%
hospital/surgical/medical reduction.

» The California Psychological Health
Plan, a benefit plan added to some insur-
ance policies, reports that users have a
20%-24% reduction in hospital/surgical/
medical utilization.

» Blue Cross of Western Pennsylvania
reports that for 136 persons who used in-
sured outpatient psychiatric benefits,
medical costs dropped from $16.47 to $7.06
per month.

* Group Health Association reports that
users of mental health counseling benefits
reduced their nonpsychiatric physician
visits by 30.7% and lab/X-ray services by
29.8%.

* General Motors' alcoholism program
reports a 49% reduction in lost work hours
and a 29% reduction in disability costs.

« Bethlehem Steel has a 60% rehabilita-
tion rate in its alcoholism program.

« Kimberly Clark's employee assistance
program showed a 70% reduction in acci-
dents for the year after participation com-
pared with the year before.

Alternative Treatments

Speakers described psychiatric hospital
responses to health care cost containment
measures currently being taken by em-
ployers. insurers and other providers.
Hospitals arc developing alternative treat-
ments such as outpatient treatment, day
treatment and partiul hospitalization as
well as inpatient treatment. In addition,

'W r

ft

some hospitals wr/k with local business
health care coalitions and provide profes-
sional consultation, education programs
and EAP resource services.

Flexibility Is Key

Dr. Hoffman said hospitals are develop-
ing flexible and creative approaches to
meeting the needs and concerns of payors
and employers shopping for services
should be prudent buyers. When reviewing
mental health benefits packages, em-
ployers should keep four points in mind:

* Substance abuse is not a single entity
but encompasses many different problems
and diagnoses.

 Caps on services arc not all bad ifthere
is an outlier appeal method.

« Acreative exchange of benefits for less
intensive services provides for flexibility.

« Child and adolescent illness is different
from adult mental illness and needs differ-
ent services. O

Stress A ffects AIl Workers

The results of a recent nationwide sur-
vey shows that executives are not the only
group of employees who are adversely af-
fected by stress. The Panasonic Industrial
Company and the professional Secretaries
International (PSI) polled 1,000 members
and found that the stress faced by
secretaries can contribute to absenteeism,
diminished productivity, and any number
of health problems.

The survey evaluated the impact of en-
vironmental conditions, such as job func-
tions, work atmosphere, professional re-
lationships, executive work habits, and
office equipment.

Lack of communication is a major cause
of secretarial stress. Of the 70% who re-
ported too little communication with their
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P arity for M

Should (here be "parity"” or equality
in coverage for mental illness in health
insurance? Clear divisions have existed
on this issue for some time. To providers
and patient advocates, parity has sym-
bolic as well as practical significance. In
addition to enhancing patients' ability to
pay for carc and providers' ability to col-
lect revenue for carc, parity symbolizes
acceptance by the medical profession
and society at large of the legitimacy of
mental illness and the value of mental
health treatment. The American
Psychiatric Association, for example,
has drawn an analogy between
stigmatizing the mentally ill and what
they refer to as the "historical
discrimination against the mentally ill in
insurance plans.”

Policy makers and most researchers,
however, have rejected the call for parity
on the grounds that equal insurance
coverage would encourage excessive
utilization. The research evidence has
consistently shown, where health and
mental health arc compared, that the de-
mand response for mental health carc is
greater than for most other health care.
Principles of insurance design justify less
coverage for services for which the
"moral hazard” problem is more
severe.

Parity: The Retreating Goal

Virtually all private and public in-
surance plans place special limits on
coverage for mental health care. Less
than ten percent of individuals covered
by employment-related group health in-
surance have identical coverage for out-
patient mental and physical health care.
Medicare presently places strict limits
on outpatient care and has special inpa-
tient day limits in psychiatric facilities.
Medicaid programs vary state to state;
in many slates mental health care is not
a covered service or is subject to special
restrictions.

In the past decade, the disparity be-
tween coverage for physical and mental
illness has increased. Health cost infla-
tion has eroded the real value of
coverage denominated in dollars.
Medicare pays $250 in total for outpa-
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tient mental health benefits (with *0 per-
cent coinsurance). This can buy only
about one-quarter of the care it could
buy in 1965. Many states have man-
dated $500 or $1000 of insurance
coverage. In 1976, Massachusetts man-
dated coverage of S500, which could
purchase more than 14 visits to an ofTicc-
bascd psychiatrist. Today the coverage
is worth less than seven visits. Further-
more, cost-control efforts have led to
benefit reductions specific to mental
health in prominent health plans, in-
cluding the nationally available plans for
federal employees available from Blue
Cross and Aetna.

Time of Reconsideration

Although the trend may appear to be
moving away from parity in coverage,
other changes in health carc payment
systems are giving cause for serious
reconsideration of the perceived wisdom
on the parity issue. Effective alternatives
to patient cost sharing arc being im-
plemented and evaluated. As these in-
novative cost-control mechanisms
become more effective, the need to im-
pose cost sharing on patients to restrain
utilization is diminished, and the case
for using insurance primarily to protect
patients against the financial risk of ill-
ness is strengthened.

Opportunities for significant restruc-
turing of insurance coverage are greatest
in the area of hospital care, because of
recent changes in methods of reimburse-
ment. °owerful supply-side incentives to
limit utilization obviate the need for pa-
tient cost-sharing. In Medicare, all
psychiatric discharges arc paid by some
form of prospective payment, fully pro-
spectivcly in (he case of noncxempi
facilities on the basis of DRGs, and par-
tially (roughly half) prospectively for ex-
empt facilities paid under TEFRA. Ail
but a handful of states use some form of
prospective payment for psychiatric
discharges in Medicaid. Contracting by
private insurers is becoming the rule
rather than the exception. In this en-
vironment, special limits on psychiatric
discharges in these plans should be
reconsidered.

Educational Affiliate of the Association for Health Services Research

Volume 2 Number 1

Should Parity be the Goal?

Is it parity that should be sought? It is
interesting that the mental health com-
munity has generally opposed parity on
the reimbursement side in Medicare.
The argument that mental health care
should be treated like the rest of medical
care was not persuasive when the rest of
medical care was being paid prospec-
tivcly on the basis of DRGs.

Health maintenance organizations
(HMOs) arc an example of near-parity
for mental health. Although most
HMOs cxplicily limit mental health
visits to 20 per year, in fact, the real
limit on use is what the clinicians at the
plan decide the patient needs—very few
patients reach 20 visits, In this sense, the
limit on mental health care is the same
as it is for other areas of health carc. It is
not at all clear that this instance of full
parity is what we should want. When the
provider is paid prospectively, mental
health services seem to be one of the
areas of heaviest management pressure
to limit use.

In the case of payment system rules,

equality with other medica ire should
not be the goal perse. The r  should be
coverage that appropriate mccs ac-
cess to carc and cos' ..ust ask,

therefore, parity wit"

Health seivice researchers are likely
to continue to argue that on the basis of
distinct patterns of demand (and now
supply) behavior, the reimbursement
and financing system for mental health
carc should be different than for other
medical carc. Introduction of supply-
side cost control policies makes the case
for parity in payment systems stronger,
to be sure. But leaving aside the ques-
tion of parity, it is certainly true that
changes in reimbursement methods put
us in danger of cost overkill. It is time to
lighten up on the dtmand-side controls
on mental health carc—particularly for
hospital care—to provide more financial
protection for the catastrophic expenses
due to mental illness.

Thomas G. McGuire, Ph.D.
Projessor of Economics
Boston University

Foundation for Health Services Research 2100 M Street, NAV. « Suite 402 « Washington, D.C. 20037
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EXECUTIVE SUMMARY

MANDATED HEALTH BENEFITS IN MARYLAND:
A RESEARCH REPORT ON RELEVANT PUBLIC POLICY ISSUES

ntroduction

The issue of the appropriateness and need for specific
mandated health insurance benefits is a critical one in Maryland.
It is likely that the Maryland legislature will be confronted
with mandated benefit issues this year. |t is the express desire
of the Maryland General Assembly that decisions as to whether to
expand, contract or change the structure of mandated benefits

be made on the basis of re||ab|e accurate information on cost
and benefit implications of spe0|f|c mandate decisions. To this

end, the House Economic Matters Committee has requesmd that Blue
Cross and Blue Shield of Maryland, and Blue Cross and Blue Shield
of the National Capital Area address a number of important
questions concerning mandated health insurance benefits. This
report is in response to those questions.

This report has been prepared by the Center for Health
Policy Studies under the direction of Zachary Dyckman, Ph.D., for
Blue Cross and Blue Shield of MaryMnd and Blue Cross and Blue
Shield of the National Capital Area. The mehodologms used to
respond to the issues raised by the Committee include analyses
based on existing published and %qpub ished research studies,

U

computer runs of Blue Cross and hield claims cost files,
Division of Insurance and
special mandated benefit
a

ns.

e
nformation obtained from the Maryla
other insurance industry sources and
survey of Blue Cross and Blue Shield pl
The report focuses on those benefits specifically mandated
to be included in health insurance p0||C|es Excluded from
consideration in this report are benefits which are mandated to

be offered to health insurance purchasers. Also excluded are
mandated benefits for ma ernity coverage (mandated for Mrger
groups by Federal statute), mandates for convemlon rights andg
recently mandat ed benef|ts for in-vitro fertilization (no claims

ost experience available).
Mandated Benefit Research lIssues
Selected issues are discussed briefly here

Issue: o What is the cost of health benefits mandated in
Maryland?

1984 claims expendl ure data (claims cost and administra-
tive expenses combined) for Maryland Blue Cross and Blue Shield
and Nalonﬂ Capital Area Blue Cross and Blue Shield (Maryland
contracts) were extracted from claims files and combined to

———————————— CENTER FOR HEALTH FOifCY *TUOIE*



develop data for all Blue Cross and Blue Shield members in
Maryland, excludrno Federal Employee Benefit Plan and Medicare
supplemen al enrollees. The mandated benefit cost data are
summarized below.

BLUE CROSS AND BLUE SHIELD MANDATED BENEFIT
COST IN MARYLAND, 1984

Amount Per Amount Per i Percent of
Member Contract Family Contract Total Benefit
Month Year Costs
Mandated Benefits
All Mandated Benefits $ 5.61 $ 222.16 11.5Z
Mental and Alcohol
Rehabilitation 4.25 168.30 8.7
Outpatient Mental 2.19 86.74 4.5
Total Benefit Cost $48.67 $1,927.33 100.0

*

Assumes statistically average family of 3.3 persons.

Issue: o which benefits mandated in Maryland are offered in
states in which these benefits are not mandated?

The Center for Health Policy Studies conducted a survey
other Blue Cross and Blue Shield Plans. The primary purpose of
the survey was to determine what benefits are commonly provrded
by Blue Cross and Blue Shield Plans for the benefits which are
not mandated in merrstam but which are mandated in Maryland.
Because the survey attempts to measure benefit levels which are
determined by purchaser preferences rather than by state
regulatory decisions, i.e., state mandates, Plans were surveyed
|

in states which have relat rvely few (or no) mandated health
insurance benefits,

Forty-two Blue Cross and/or Blue Shield Plans were
selected for the survey from 34 states which were known to have
few mandated benefit based upon prior studies. A total of 34
Plans in 29 states responded to the survey questronnarre for a
response rate of 81 percent. Most surveyed Plans routrnely

The cost of Maryland mandated benefits, excluding
maternity benefits and other selected mandat es identified in the
report, is 11.5 percent of total benefit cost. The aggregate
cost of mandated benefits for 1,317,000 Blue Cross and Blue
Shield members in Maryland is approxrma tely $89 million, out of
total benefit cost of $769 million.

0f
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BrOVIde inpatient mental health, alcoholism and drug abuse
enefits, with 30 days coverage the r.iost common level of
benefits., Similarly, most Plans routinely provide benefits for
hosp|ce care, prosthetic devices and home health care. These
benefit arecomfaab to Maryland mandated benefits for these
serV|ces Few Plans provide benefits for in-vitro fertilization

a recently mandated service in Maryland.

Most of the Plans
mental health benefits re
which is comparabm to th

which routinely prOV|de outpatient
quire 50 percent, patient coinsurance,
;

Maryland mandate. However, most Plans
had dollar limits on outpat|ent mental health benefits and/or
limits on number of visits per year covered in addition to
coinsurance requirements. The Maryland mandate pr ecludes use of
an annual [imit on dollar benefits or number of visits unless

: mp?rable annual limits are used for other major medical
enefit

Issue: o Are mandated benefits hastening the trend toward
self-insurance?

State mandated benefit laws requlate benefits provided
under health insurance programs. HMO programs and employer
self-insured health benefit programs are exempt from state
mandated benefit laws. In 1982 more than one-third of all
persons in the United St covered under health benefit .
ﬁrograms were covered under programs exempt from mandates. This

as increased to about 50 percent in 1985. It is estimated that
health benefit programs covering 35 to 50 percent of Maryland
residents are exempt from mandated benefits., Interviews with
employers and administrators of self-insured programs indicat

e
that the desire to avoid some or all Maryland mandated benefits
is one of several primary factors inducing employers to move to
self-insurance.

lssue: » What is the cost of health insurance in Maryland
relative to other states?

_ Data are not available which would allow meaningful health
insurance cost comparisons across states. Also, differences
among states in health insurance costs are related primarily to
factors other than mandated benefits. These include:

o historical utilization patterns

e historical provider prices

e existence of state rate requlatory programs

e competitiveness of the medi cI care market,
p055|b|y related to HMO market penetration
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e number of persons covered under union agreements
and specific benefits provided under these
agreements

e relative number of large (costly) teaching
hospitals in states

As a result of these considerations, health insurance cost
comparisons are not made across states.

It is useful, however, to compare provider supply across
states, for those providers primarily affected by mandated
benefits. Relative supply of mental health providers has been
found to be highly correlated with mental health utilization and
costs. Comparisons are made for practicing psychiatrists,

f
psychologists and registered clinical social workers. Maryland
ranks 4th, 3rd and 5th among all 50 s .

psychiatrists, psychologists and clinical social workers per
100,000 p0$ulat|on, respectively. Maryland has between 52
percent and 120 percent more mental health providers, adjusted

for population, than the United States as a whole.

Il 50 states, in number of
? ¢

- These data indicate Maryland has a relatively abundant and
possibly excess supply of mental health providers. The data also
suggest that mental health care utilization and costs are higher
in Maryland than in most other states.

Issue: o What are the

. estimated premium costs of selected
benefits recen
l
t

i
y considered but not mandated in
Imer's disease and increased bhenefit

st
tl
;
mental health from 50 to 80 percent?

h

Maryland - Al
for outpatien

Alzheimer's Disease

Alzheimer's disease is a type of dementia primarily

affecting the elderly which results in progressive loss of memory
and other cognitive functions. There is no known method to halt
or reverse the process. It is estimated that five percent of
those over age 65 have Alzheimer's disease or related conditions,

or approximately 20,000 persons in Maryland. Treatment often
requires a mix of medical care and long-term care services

Several important factors need to be evaluated, if
mandated benefits are to be considered for Alzheimer's disease.

o Alzheimer's is diagnosed by an analrﬁis of patient
uymptoms and through a process of elimination. It
can be diagnosed definitively only after death.

e There are other chronic mental and physical
debilitating conditions that re%U|re institutional
care or extensive home care. Should Alzheimer's

disease be singled out for mandated insurance
coverage?
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e Long-term custodial care is not covered under
private health insurance programs. There has been,
as of yet, no demonstration as to the feasibility
of providing benefits for long-term care under
private health insurance.

~ It is estimated that it would cost about $270 million to
provide for the long-term care needs of Alzheimer's patients,
assuming one-third require institutionalization and two-thirds
require varying degrees of home care. This figure includes funds
already being spent by Medicaid, self-pay and other sources for
long-term care for Alzheimer's patients.

0§
f

Increase in OQutpatient Mental Health Benefits from 50 to
80 Percent
- Outpatient mental health care, defined as mental health
services provided in a non-inEatient setting by psychiatrists,
psychologists, clinical social workers and others who may be
licensed to perform such services in Maryland, is by far the
largest expenditure category among all mandated benefits. It
accounts for 4.5 percent of total benefit cost in Maryland, or
gppr%xgmate!y $35 million of total Blue Cross and Blue Shield
enefit cost.

. A number of factors are considered in developing a cost
estimate for increased mandated benefits.

ity of
ween one

t
g increase
e
e

o Econometric studies indicate an elastic
demand for mental health services of be
and two; i.e., a more than proportionat
in utilization for a given decrease in
price due to an increase in insurance b

ffective
nefits.

e It is well established in the research literature
that claims cost and utilization experience un'\*r
managed care HMO settings are irrelevant for
projections of claims cost for mandated benefits in

a fee-for-service environment. An offset factor,
observed for selected types of patients in mana?ed
care settlnis, such as for patients recovering from
heart attacks, has no relevance roprojecting

claims cost in a primarily fee-for-service setting.

a
nt
fo
r

dant and possibly

« Maryland has a relatively abundant a
alth providers

excess supply of mental he

« Mental health and substance abuse treatment
providers of all types are actively marketing in
the electronic and print media. Utilization of
services will be greater where providers have
excess capacity than where supply-demand imbalances
do not exist,
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o Mental health claims cost can increase because: (1)
a greater proportion of'claims for services beinyg
used now will be covered under expanded benefits;
(2) existin% users will receive a greater quant|ty
of services Dbecause of expanded benefits, due
partly to provider induced demand;, and  (3)
expanded benefits combined with increased provider
marketing efforts will cause additional persons to
use mental health services. Each of these is
expected to occur as a result of an expansion of
benefits from 50 to 80 percent, with factors (2)
and (3? assuming greater importance after the
initial year,

. The following increases in claims cost are projected
within two years after implementation of a change In mandated
benefits from 50 to 80 percent:

claims will increase 60 percent from $2.19
,. 5|mp|y as a result of ?reat_er benefits
id for the same volume of claims.

bstantial increases in utilization will occur for
h existing and new wusers of mental health
efits. T ; prOJec ted combined effect is an
ase in visits by approximately 100 percent
in two years. As a result the $3.50 per member
\1V|||f||ncrease to $7.00, in addition to

ation

e For a typical f
annual premiums
are prOJec ted t
approximately t
percent.

sider
th

amil
f y

0 incre )
Wo years, an i

In ¢
stand

0nsi| ing these projections, it is important to
under that the proposed increase in mandated bhenefits for
outpa |ent menta I health care is fundamentally different from
previous mandated benefit It sub

for an already costly benef it, fo

be highly responsive to reduced ¢
serve as a major impetus to move

exempt from afll mandates.

d
£

stant |a||Y increases coverage
which utilization is known to
st osharing. It could also

f
U
r
0§
to self-insurance and thus be
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MANDATED HEALTH BENEFITS IN MARYLAND:
A RESEARCH REPORT ON RELEVANT PUBLIC POLICY ISSUES

INTRODUCTION

The issue of the appropriateness and need for specific
mandated health benefits (mandated benefits) is a critical one in
Maryland. It is likely that the Maryland legislature will be
confronted with mandated benefit issues this year. It is the
express desire of the Maryland General Assembly that decisions as
to whether to expand, contract or change the structure of
mandated benefits be made on the basis of reliable, accurate
information as to cost and benefit implications of specific
mandate decisions. To this end, the House Economic Matters
Committee of the Maryland General Assembly has requested that
B'lue Cross and Blue Shield of Maryland, Blue Cross and Blue
Shield of the National Capital Area and health insurance
companies operating in Maryland address a number of important
questions concerning mandated health insurance benefits. These
questions, restated and simplified somewhat from those expressed
verbally at the Committee meeting on May 7, 1985, are [listed in
Exhibit 1 on the following page.

This report has been prepared by the Center for Health
Policy Studies, under the direction of Zachary Dyckman, Ph.D.

for Blue Cross and Blue Shield of Maryland and Blue Cross and
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EXHIBIT 1
MARYLAND MANDATED BENEFITS RESEARCH ISSUES

Are mandated benefits necessary? Are mandated benefits
desirable from a public policy perspective?

What is the cost of Maryland mandated bhenefits?

Are mandated benefits hastening the trend toward
self-insurance?

What @ the cost of health insurance in Maryland relative
to other states?

Which benefits mandated in Maryland are offered in states
in which these benefits are not mandated?

What would be the imfam on individual purchasers and on
individual members o ?roups of changing from mandated
benefits to mandated offerings?

isions made? What 1is

dec
determine which benefits

How are employer health benefit
the P{ocess used by companies to
0

to er?

What are the estimated benefit costs of selected benefits
recently considered but not mandated in Maryland _
Alzheimer's disease and increased benefit for outpatient
mental health from 50 to 80 percent?

How are decisions made concerning Blue Cross and Blue
Shield coverage of new services and for determining
whether a procedure is no longer "experimental™?

what is the imPact of mandated benefits on the
availability of health insurance in Maryland?
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Blue Shield of the National Capital Area. The commercial health
insurance companies, in cooperation with the Health Insurance
Association of America, have produced an independent report. The
Center is a health policy research firm that conducts studies
relating to health finance for the Health Care Financing
Administration (administers Medicare), other Federal and state
agencies, private health insurers and other purchasers of health
care services. Dr. Dyckman served as project director for a
recently completed study by the Center for the National Institute
of Mental Health on the impact of mandated mental health benefits

on the cost and utilization of health care services.

The methodologies used to prepare this report include
analyses based on existing published and unpublished research
studies, computer runs of Blue Cross and Blue Shield claims cost
files, information obtained from the Maryland Division of
Insurance and other insurance industry sources and a special
mandated benefit survey of Blue Cross and Blue Shield plans. The
specific research sources are identified in the discussion of

each of the research issues.
Specific Mandated Benefits Examined
This report considers a wide range of health services for

which benefits have been mandated in Maryland over the past

decade. It focuses on those benefits specifically mandated to be
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included in health insurance policies. Excluded from
consideration in this report are existing benefits which are
mandated to be offered to health insurance purchasers. Also
excluded are mandated benefits for maternity coverage (mandated
for larger groups by Federal statute)? mandates for conversion
rights; and the mandated benefit for in-vitro fertilization
services (legislation was enacted earlier this year and no actual
claims cost experience is available). The mandated benefits

considered in this report are listed bhelow.

STATUTE BENEFIT EFFECTIVE
Article 48A Nervous & Mental Before 1978
5354D & 470E Mandates at least 30 days of Amended 1981

inpatient care per calendar
year or benefit period under
all. group and direct-billing
contracts.

Mandates a rate of payment
for nervous and mental
disorders under major
medical of not less than 50Z
of the rate provided for
other types of illnesses.

Amended with the intent of
adding extraterritorial ap-
plications for these

benefits.
Article 48A Alcoholism Rehabilitation 1980
8490F Mandates that all group con- Amended 1981

tracts include benefits for
alcoholism rehabilitation
(7 days emergency care or
detoxification, 30 days in-
patient care (Type Cor D
facility) and 30 outpatient
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STATUTE

Article 48A
5354L, 470K
and 4770

Article 48A
83540

Article 48A
8354E & 470G

Article 48A
8470J

BENEFIT

Alcoholism Rehabilitation
visits that can be limited
to not less than $1,000
during any calendar year).
Basic benefits may be
limited to 120 days and

EFFECTIVE

(Cont.)

visits combined in a covered

person's lifetime.

Social Worker

Mandates coverage for
services provided by a
licensed, certified social
worker. Applies to group
and direct-billing sub-

1978

scribers who reside or work

in Maryland.

Prosthetic Devices/Orthopedic 1978

Braces

Requires payment of benefits
under both group and direct-

billing contracts for
prosthetic devices and
orthopedic braces.

Blood Products
Prohibits the practice of

Before 1978

excluding payment for blood
products which would other-

wise be covered under the

group or non-group contract

(does not apply to whole
blood or concentrated red
blood cells).

Home Health Care
Mandates benefits for at
least 40 home care visits

Before 1978
Amended 1982

per calendar year or twelve

month period. Home care

providers include registered
nurses, physical therapists,

dieticians, etc. Applies
group and direct-billing
contracts.

to
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STATUTE

Article 48A
8354 4 489

Article 48A
8354 4 490

Article 48A
8354 4 477F

Article 48A
8354 4 490A

Article 48A
5354Y, 470T,
47772

i 'm

L BENEFIT

i1 -V
Chiropractors
Mandates that benefits for
contractually included
services be provided when
rendered by a chiropractor
licensed to render such
services. Applies to group
and direct-billing contracts.

Podiatrisrs

Mandates that benefits for
contractually included
services be provided when
rendered by a podiatrist
licensed to render such
services. Applies to group
and direct-billing contracts.

Optometrists

Mandates that benefits for
contractually included
services be provided when
rendered by an optometrist
licensed to render such
services. Applies to group
and direct-billing contracts.

Psychologists

Mandates that benefits for
contractually included
services be provided when
rendered by a psychologist
licensed to render such
services. Applies to group
and direct-billing contracts.

Coverage for Nurse
Anesthetists

Requires that insurers and
nonprofit health service
plans provide benefits when-
ever a covered service is
rendered by a certified
nurse anesthetist acting
within the scope of a nurse
anesthetist's license. Pay-
ment cannot be contingent on
A nurse anesthetist's being
employed by a physician.
Defines a nurse anesthetist
within the Health Occupation
Article.
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Before

Before

Before
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1978
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STATUTE BENEFIT

EFFECTIVE

Article 48A Coverage of Licensed Health 1979
S354Z, 470U, Care Providers
477AA, 490A-1 Requires that group and non-

group contracts of a non-

profit health service plan

or commercial insurer pro-

vide benefits for covered

services regardless of which

provider renders the service,

so long as the provider is

lice.-.sed under the Health

Occupation Article.
Article 48A Cleft Lip and Cleft Palate 1982
5354X, 470R Mandates benefits for in-
and 477X

patient and outpatient
expenses arising from the
management of cleft lip and
cleft palate. Applies to
group and direct-billing
contracts.

Outline Of The Report

The report is structured to be both relatively brief, yet
comprehensive. Each issue forms a separate section of the
report. Background material, technical discussions and

supporting data are provided as appendixes to the report
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STATUTE BENEFIT EFFECTIVE

Article 48A Coverage of Licensed Health 1979
83547, 470U, Cara Providers
477TAA, 490A-1 Requires that group and non-

group contracts of a non-
profit health service plan
or commercial insurer pro-
vide benefits for covered
services regardless of which
provider renders the service,
so long as the provider is
licensed under the Health
Occupation Article.

Article 48A Cleft Lip and Cleft Palate 1982
8354X, 470R Mandates benefits for in-
and 477X patient and outpatient

expenses arising from the
management of cleft lip and
cleft palate. Applies to
group and direct-billing
contracts.

Outline Of The Report

The report is structured to be both relatively brief, yet
comprehensive. Each issue forms a separate section of the
report. Background material, technical discussions and

supporting data are provided as appendixes to the report,
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Research Issue: Are mandated benefits necessary? Are mandated
benefits desirable from a public policy

perspective?

This is a critical issue discussed briefly here to provide
an appropriate framework for consideration of the specific issues

discussed in this report.

As with most public policy issues confronting state
governments/ there are legitimate pros and cons to specific
mandated health benefit proposals. By definition, mandated
benefit laws force at least some health insurance purchasers to
buy certain benefits that they would prefer to decline if this
option were available. The market for health insurance has grown
increasingly competitive, with Blue Cross and Blue Shield Plans
commercial health insurers, health maintenance organizations
(HMOs), preferred provider organizations (PPOs), and third-party
administrators offering a wide variety of health plans. A
competitive economic market is an efficient mechanism to allocate
resources: it works well to provide the products that purchasers
want at a reasonable cost. Competitive forces will, within a
short period, force out of the market those sellers which provide
services that are not wanted or are inferior, or which sell their
products at higher than competitive prices. Interference in the
health insurance market should be considered only if there are
overwhelming public policy arguments supported by objective,

reliable data to support mandating specific benefits
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Some of the most important issues raised by both sides of
the policy debate on mandated benefits are su ,rized below.
Many of these issues are considered more fully flater in this

report.

Primary arguments raised by providers and other proponents

of specific mandated benefits are

are needed by the
roare inadequately
h insurance programs.

. Sp ecific health care services
public and are not covered, o
covered, under existing healt

. Employers (and insurers) have biases aeainst

certain types of beneflts (e.g., mental health
services) , hecause they are un|nformed or for other
reasons.

« Benefits for specif serV|ces (defined by types of
service or provWer£ now enerally provided
would result in uce use other health care
services and would reduce overall health care
Costs

o Some employers may not wish to purchase certain
benefits, but the b nefits are desirable from an
overall public po ||cy perspective,

Primary arguments often made by employers, unions, Blue
Cross and Blue Shield Plans and commercial health insurers
against specific mandated benefits are:
mplo
phi
nefit they have access to the most reliable

0
;
nformatlon on the cost and performance of benefits
or specific services.

. y rs, unions, and insurers are informed and
sticated buyers and sellers of health
it

Em
S
b
|
f

e« Employers can and to an in¢ ea5|ng extent do exempt
themselves from mandated benefits by using
"self-insurance” programs. Costly mandates hasten

this process.
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o The primary forces behind specific mandated
benefits are often providers who will economically
benefit from mandates, rather than the public
Arguments as to cost effectiveness are often self
3erV|ng and are not based on reliable, objective

at

al h care benefits included in employer and

mployer sponsored benefit programs reflect

ference of those covered under the program.

untfair to force groups to purchase unwanted
s instead of benefits preferred by group

o Employer sponsored health benefit programs cannot
cover all services. Some services are best
financed through consumer self-pay, government
sponsored programs, or other mechanisms,

e Multi-state emplog rs and/or employers with union
contracts face tantial administrative and
employee relations problems in complying with state
mandates. Some times, Dbenefits are reduced in order
to comply with spec ific provisions of state
mandated benefit Iaws

o Mandated benefits add to the cost of health benefit

programs. The increased cost often results in

reduced coverage for other, preferred medlcal care

benefits. In extreme cases, increased cost results

in higher labor costs which provide incentives to

reduce the size of he work force, or to locate

R!ants in other stat part mularly for low-wage,
igh labor cost |ndustr|es

The relevance and importance of specific arguments for or
against mandates varies with the nature of the mandated benefit
under consideration. In general, mandated benefits have greater
effects on cost to the extent that they affect costly or
potentially widely used services, and they differ substantially

from health care benefits currently offered by most employers.
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Research Issue: What is the Cost of Maryland Mandated Benefits?

This is a basic but important question regarding mandated
benefits in Maryland. While conceptually simple, the measurement
of the cost to Blue Cross and Blue Shield of mandated benefits
(claims cost and administrative expenses) is a complex
undertaking, primarily because data are not easily retrievable by
mandate categories. This is particularly true for outpatient
mental health benefits and other benefits provided under major
medical portions of health benefit programs, for which claims are
often submitted directly by Blue Cross and Blue Shield members,
rather than providers. The terminology included in many major
medical claims for procedure descriptions, diagnoses and codinyg
are often imprecise, causing difficulties¥in accurately

classifying diagnostic and type of service information,

Blue Cross and Blue Shield Plans serving Maryland were
able to develop 1984 claims expenditure data (includes claims
cost plus administrative expense) for the following categories of
mandated benefits:

Mental illness, inpatient

Mental illness, outpatient (home & office)
Prosthetic Devices

Alcohol Rehabilitation

Cleft Lip and Palate

Podiatrist

Social Worker
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Chiropractor
Psychologist
Optometrist

Licensed Practitioner
Home Health Care

Nurse Anesthetist

Not included in the data are mandated benefits for
maternity, for which Federal statutes in effect mandate benefits
under most group contracts; for benefits which are mandated to be
offered rather than provided; and mandated conversion type
benefits. Claims expenditure data for each Plan include adminis-
trative costs, sometimes called retention, of approximately 10
percent, with administrative costs being higher relative to
claims cost for medical-surgical and major medical benefits than
hospital benefits (larger dollar cost per claim). Administrative
costs are computed at a common rate for both group and individua
coverage accounts. The study focuses on claims expenditures
sometimes referred to as benefit cost in this report, because
subscription charges are set each year so that they are approxi-

mately equal to projected claims expenditures

Approximately 1,317,000 persons are covered under Blue
Cross and Blue Shield contracts in Maryland, excluding those
covered under Federal Employee Benefit Programs and Medicare
supplemental programs. O0f these, 85 percent are covered by

Maryland Blue Cross and Blue Shield and 15 percent by Blue
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Cross and Blue Shield of the National Capital Area. Federal
Employee Benefit Programs and Medicare supplemental health

insurance programs are exempt from mandated benefit legislation,

Maryland Blue Cross and Blue Shield claims expenditures
(not including National Capital Area Blue Cross and Blue Shield
data for Maryland - shown in Appendix A) are shown on a per
member month basis in Exhibit 2. Most Blue Cross and Blue Shield
health benefit programs include three interrelated benefit
programs: hospital benefits, whicn cover primarily inpatient
hospital expenses; medical/surgical benefits, which cover primarily
surgical expenses and physician medical services provided in the
hospital, and major medical benefits, which cover primarily
medical services provided in the home and office setting and
medical services not completely reimbursed under the hospital and
medical/surgical benefit programs., Expenditures are shown for
each mandated benefit category separately for hospital, medical/
surgical and for major medical benefits, and for all bhenefits
combined. In computing total claims expenditures, it is assumed,
as is most often the case, that Blue Cross and Blue Shield
accounts have all three benefits: hospital, medical/surgical and
major medical benefits. Some accounts have hospital benefits
from Blue Cross and Blue Shield and medical/surgical and/or major
medical benefits from another carrier. In addition to claims
expenditures for each mandate category, expenditure data are also
shown for three summary categories of mandated benefits: mental

health and alcohol rehabilitation, outpatient mental health, and
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MARYLAND BLUE CROSS AND BLUE SHIELD

EXPENDITURES PER VEVBER MONTH

COVBINED GROUP AND INDIVIDUAL CONTRACTS,

1984
EXPENDITURE CATEGORY HOSPITAL
Mental* $ 1.47
Prosthetic Device 0.04
Alcohol Rehab 0.34
Cleft Lip/Palate 0.01
Podiatrist 0.00
Social Worker 0.00
Chiropractor 0.00
Psychologist 0.00
Optometrist 0.00
Licensed Practitioner 0.00
Home Health 0.13
Nurse Anesthetist 0.00
Summary Categories
Total Mandated Benefits*** 1.99
Mental & Alcohol Rehab 1.81
Outpatient Mental**** 0.00
TOTAL ALL CLAIMS
(Mandated and Non-Mandated) $26.99

MED/SURG

$

21
.01
.00
.00
44
.00
.00
.01

00
01
.00
.00

O OO O OO0 OO0 O oo

$13.29

EXHIBIT 2

MAJOR MED TOTAL

$ 1.53 $ 3.21 4
0.35 0.41
0.00 0.34
0.00 0.01
0.04 0.48
0.16 0.16
0.17 0.18
0.40 0.42
0.00 0.00**
0.00 0.01
0.01 0.14
0.00 0.00**
2.67 5.35
2.09 4.12
2.09 2.09

$ 7.68 $ 47.96

*Includes both inpatient and outpatient mental health benefits.

**Less than $.01 per member month.

***Matemity benefits excluded. If maternity benefits were included, total

mandated benefit cost would be $6.33 per member month.

****Includes outpatient benefits for services provided by psychologists

and social workers.

14
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all mandated benefits combined. Mental health benefits include
benefits for services provided by psychologists and social

workers. Excluded from mandated benefit expenditures are maternity
benefits and the other mandate categories excluded from our
analysis, which were noted above. Exhibit 3 shows the same

claims expenditure data, as a percentage of all claims,

The following are the primary findings regarding 1984

mandated benefit costs for Maryland Blue Cross and Blue Shield:

« Mandated benefits per member month cost $5.35, or
11.2 percent of total benefit costs of $47.96 (for
a statistically typical family contract of 3.3
persons annual mandated benefit cost is $212 out of
total benefit cost of $1,899)

o Mandated mental and alcohol rehabilitation benefits
are $4.12 per member month, or 8.6 percent of total
benefit cost.

« Mandated outpatient mental benefits are $2.09 per
member month, or 4.4 percent of total benefit cost
and 27.2 percent of total majormedical benefit
cost,

e The major componens of mandated benefit cost are
benefits for outpatient mental, inpatient mental,
podiatrist and psychologist SETVICEs.

The data shown in Exhibits 2 and 3 are for group and
individual contracts combined. Approximately 10 percent of
Maryland Blue Cross and Blue Shield members, excluding those
covered under Federal government and Medicare supplemental
contracts, are covered under individual (non-group) contracts.
Mandated benefit claims expenditures for group and individual
contracts are shown separately for group and individual contracts

in Appendix A.  Mandated benefit costs as a percentage of total
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EXHIBIT 3

MARYLAND BLUE CROSS AND BLUE SHIELD
EXPENDITURES AS A PERCENTAGE OF ALL CLAIMS,
COVBINED GROUP AND INDIVIDUAL CONTRACTS,

1984

EXPENDITURE CATEGORY HOSPITAL MED/SURG MAJOR MVED TOTAL
Mental* 5.45 X 1.56 X 19.87 X 6.68 X
Prosthetic Device 0.17 0.07 4.64 0.85
Alcohol Rehab 1.25 0.00 0.00 0.70
Cleft Lip/Palate 0.03 0.02 0.00 0.02
Podiatrist 0.00 3.31 0.57 1.01
Social Worker 0.00 0.04 2.02 0.33
Chiropractor 0.00 0.01 2.26 0.37
Psychologist 0.00 0.09 5.26 0.87
Optometrist 0.00 0.00 0.00 0.00**
Licensed Practitioner 0.00 0.05 0.02 0.02
Home Health 0.48 0.00 0.12 0.29
Nurse Anesthetist 0.00 0.00 0.00 0.00*~*
Summary Categories

Total Mandated Benefits*** 7.38 5.16 34.75 11.15
Mental & Alcohol Rehab 6.70 1.70 27.16 8,59
Outpatient Mental**** 0.00 0.00 27.16 4.35

*Includes both inpatient and outpatient mental health benefits.
**|_ess than .001 percent of total benefit costs.

***Matemity benefits excluded. If maternity benefits were included, total
mandated benefit cost would be 13.1% of all claims.

****Includes outpatient benefits for services provided by psychologists
a d social workers.
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benefit costs are higher for individual contracts than for group
contracts. However, data for individual contracts are not
strictly comparable to data for group contracts, as benefit
designs, levels of coverage, and proportions of members covered
under all three benefit programs (hospital, medical/surgical and

major medical) differ between group and individual contracts.

As noted above, approximately 15 percent of Blue Cross and
Blue Shield enrollees in Maryland are covered by Blue Cross and
Blue Shield of the National Capital Area. Mandated benefit cost
data for Maryland group accounts of National Capital Area Blue
Cross and Blue Shield, comparable to data shown in Exhibits 2 and
3 for Maryland Blue Cross and Blue Shield, are shown in Appendix
Al Data for National Capital Area Plan®s individual Maryland
contracts are not available. Summary mandated benefit cost data
for the National Capital Area Plan are shown in Exhibit 4, along

with Maryland Plan data and combined Plans serving Maryland data.

Mandated benefit costs for the National Capital Area
Plan®s Maryland enrollees are higher than for the Maryland Plan
enrollees, both in terms of dollars and as a percentage of total
benefit cost. Mandated benefit cost per member month for Blue
Cross and Blue Shield of the National Capital Area is $6.83, or
13.0 percent of total benefit cost. Mental and alcohol rehabili—
tation benefits, and outpatient mental health, respectively, are

9.4 percent and 5.2 percent of total claims cost.

CENTER FOR HEALTH POLfCY ETUOIE*

17



The last two columns of Exhibit 4 show the combined
Maryland mandated benefit cost experience for Blue Cross and Blue
Shield Plans serving Maryland. The cost of mandated benefits
represents 11.5 percent of the total benefit cost of Blue Cross
and Blue Shield enrollees iIn Maryland. For the total estimated
1/317,000 Blue Cross and Blue Shield enrollees in Maryland,
excluding those enrolled under Federal government and Medicare
supplemental contracts, total cost of mandated benefits in 1984
is estimated at $88.7 million out of total benefit cost of
$769.2 million. Mental and alcohol rehabilitation mandated
benefits represent 8.7 percent of total benefit cost, while
outpatient mental benefits represent 4.5 percent of total

benefit cost.

An additional cost often overlooked in the discussion of
cost of mandated benefits is implementation cost. Discussions
with administrative staff of the Blue Cross and Blue Shield Plans
serving Maryland indicate that the process of implementing a
mandated benefit is a complex, costly task, involving many
different operations. Attached as Appendix C is a description of
the various tasks and associated costs required to implement the
most recent mandate enacted in Maryland, benefits for in-vitro
fertilization. Thirty-two discrete tasks are identified with a
combined first year implementation cost of $108,000. This is the
direct cost to a single carrier of implementing a single mandated
benefit. There are additional indirect costs that are not

included in this estimate, such as cost of responding to

— CENT*A EOA HEALTH POLICY STUOIES —



EXHIBIT 4

BLUE CROSS AND BLUE SHIELD PLANS SERVING MARYLAND
CLAIMS EXPENDITURES PER NMEVBER MONTH
COVBINED GROUP AND INDIVIDUAL CONTRACTS

1984
Nat. Cap. Area BC-CS Combined BC-BS
A Maryland Maryland
Maryland BC-BS Experience Experience
Amount Percent Amount Percent Amount Perce.n!
All Mandated
Benefits $ 5.35 11.2% $ 6.83 13.0% $ 5.61 11.5%
Mental and
Alcohol Rehab. 4.12 8.6 4.97 9.4 4.25 8.7
Outpatient
Mental 2.09 4.4 2.74 5.2 2.19 4.5
Total Benefit Cost $47.96 100.0 $52.66 100.0 $48.67 100.0

Maryland Blue Cross & Blue Shield data includes group and individual cost experience.
Blue Cross and Blue Shield of the National Capital Area data Includes only Maryland group expert 'nee.

Combined experience computed by using .85 and .15 weights, respectively for Maryland and National
Capital Area Plan claims expenditures.
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subscriber and provider inquiries related to benefit provisions
and restrictions. In addition to implementation costs experienced
by Blue Cross and Blue Shield, large employers operating in
multiple states may experience additional costs and administrative
and provider relations problems. These relate to required
preparation of revised benefit brochures, and problems relating

to lack of uniformity of benefits for employees in different
states and of confusion about the new benefit provisions and

limitations.
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APPENDIX D

ANALYSIS OF MENTAL HEALTH PROVIDERS FY STATE
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ANALYSIS OF MENTAL HEALTH PROVIDERS BY STATE

This section compares the supply of mental health providers
in Maryland with all other states and with geographically adjacent
states. The information provided is relevant to the question
about the cost of health insurance in Maryland relative to other
comparable states. A comparison of health insurance costs among
states would be more dependent upon factors such as the competi—
tiveness of the medical care market (including HMO market penetra—
tion) , the existence of state rate regulatory programs/ and the
relative number of large, costly teaching hospitals in the state
than upon the effects of mandated benefits, however. Conse —
quently, the impact of mandated benefits 1is more appropriately
addressed in terms of mandated provider supply and effects upon

actual cost of mandates.

The impact of mandated benefits in relation to provider
supply is examined here for several reasons. First, existence of
ah adequate supply of providers assures accessibility of mental
health services to those in need of treatment. IT no shortage of
providers exists, the iImportance of mandates for assuring
accessibility to services is decreased. Second, the impact of a
mandate increasing coverage levels for mental heal-h services
will be more dramatic if the state has relatively more numerous
providers. IT an excess supply of providers exists, the impact
of a mandate Tfor 80 percent coverage of outpatient services will

lead to greatly increased utilization and costs. Finally, the
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existence of mandates for mental health insurance can affect the
growth of provider supply iIn states. Knesper et al. (1984) found
that the distribution of psychiatrists, psychologists, and social
workers across U.S. counties was significantly and positively
associated with the availability of liberal mental health
insurance benefits (including insurance laws). It was estimated
that the elasticity of psychiatrists with respect to insurance
availability was 0.42, or a 10 percent increase in insurance
availability was associated with a 4.2 percent increase in
psychiatrists per 100,000 population. Continued growth 1in
provider supply in areas with existing adequate supply would be
less desirable from a policy perspective than encouraging

providers to locate in less well-served areas.

Exhibit 1 illustrates the numbers of patient care
psychiatrists by state and per 100,000 population in 1983.
Maryland was found to have 18.6 patient care psychiatrists per
100,000 residents, a level 72 percent higher than the national
average of 10.8 per 100,000. Only Connecticut, Massachusetts and
New York had higher psychiatrist/population ratios than Maryland.
These data were obtained from the American Medical Association®s
annual publication Physician Characteristics and Distribution in
the U.S., 1983 Edition, a source widely used by the Federal

government and others in research projects.

Numbers of doctoral psychologists providing health/mental

health services by state and per 100,000 population in 1983 are
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EXHIBIT 1

NUMBERS OF PSYCHIATRISTS PROVIDINC
PATIENT CARE BY STATE AND
PER 100,000 POPULATION

1983
PSYCHIATRISTS/
100,000 STATE
STATE PSYCHIATRISTS* POPULATION RANK
Alabama 140 3.5 46
Alaska 25 5.2 38
Arizona 234 7.9 23
Arkansas 111 4.8 41
California 3,762 14.9 5
Colorado 425 13.5 7
Connecticut 724 23.0 3
Delaware 70 11.6 9
Florida 833 8.0 22
Georgia 411 7.2 27
Hawaii 129 12.7 8
Idaho 25 0.3 50
Illinois 1,087 9.5 16
Indiana 265 4.8 42
lowa 158 5.4 37
Kansas 236 9.7 15
Kentucky 227 6.1 32
Louisiana 308 6.9 29
Maine 101 8.8 20
Maryland 801 18.6 4
Massachusetts 1,332 23.1 2
Michigan 850 9.4 17
Minnesota 296 7.1 28
Mississippi 92 3.6 45
Missouri 374 7.5 26
Montana 30 3.7 44
Nebraska 87 5.5 36
Nevada 47 5.2 39
New Hampshire 98 10.2 14
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STATE

New Jersey

New Mexico
New York

North Carolina
North Dakota
Ohio

Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Verraont
Virginia
Washington
West Virginia
Wisconsin

Wyoming

ALL U.S.

EXHIBIT | (Cont.)

PSYCHIATRISTS/

100,000 STAT1
PSYCHIATRISTS* POPULATION RANK
845 11.3 10
121 8.6 21
4,158 23.5 1
107 1.8 49
33 4.8 43
827 7.7 25
172 5.2 40
243 9.1 18
1,325 11.1 1
98 10.3 13
194 6.0 33
19 2.7 47
266 5.7 34
1,068 6.8 30
103 6.4 31
75 14.3 6
571 10.3 12
384 8.9 1?
111 5.7 35
376 7.9 24
12 2.4 48
25,287 10.8

*Psychiatrists engaged primarily in patient care

Source: American Medical Association, Physician Characteristics and

Distribution in the U.S.,

1983 Edition, Chicago.
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presented in Exhibit 2. Maryland had 28.9 doctoral psychologists
per 100,000 population, compared to the national average of 19.0
per 100,000. Maryland ranked third among all 50 states in
psychologist supply, after Massachusetts and New York. Psycholo—
gists providing health/mental health services deliver physical

and mental health care, or provide services adjunct to educa—
tional, rehabilitation, and vocational services, as opposed to
those whose primary activity consists of education or research.
The relatively high number in Maryland may be partially due to

the large number of psychologists employed in federal agencies,
such as the National Institute of Mental Health. Data are based
on the 1983 American Psychological Association Census of Psycholo—
gical Personnel, the most extensive attempt in over a decade to

enumerate psychologists.

Exhibit 3 presents information on numbers of registered
clinical social workers for 1985. Maryland has a level of 7.7
clinical social workers per 100,000, which is 120 percent higher
than the national average of 3.5 per 100,000. Connecticut,
Massachusetts, New Hampshire, and New York had higher social
worker/population ratios than Maryland. Clinical social workers
provide assessment, diagnosis, treatment (including psychotherapy
and counseling), client-centered advocacy, consultation and
evaluation. Registered clinical social workers must be members

of the Academy of Certified Social Workers (ACSW), or be licensed
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EXHIBIT 2 EXHIBIT 2 (Cone.)
DOCTORAL PSYCHOLOGISTS PROVIDINC
iL HEALTH SERVICES BY STATE YCHOLOGISTS/
i PER 100,000 POPULATION 100,000 STATE
1983 POPULATION RANK
PSYCHOLOGISTS/ 20.1 17
DOCTORAL 100,000 STATE .
"SYCHOLOGISTS* POPULATION RANK 17.8 24
30.7 2
. 44
404 10.2 14.4 2
21.4 12
103 11.2 43
664 22.3 10
15.9 29
216 9.3 48
14.0 38
6,371 25.3 7
20.9 15
852 27.1 6
18.8 20
864 27.5 4
20.7 16
90 14.9 34
9.6 46
1,47 14.1 36
478 15.9 30
807 14.1 37
16.3 27
214 21.0 14
13.8 40
137 13.9 39
21.9 11
1,892 . 26
.89 16.5 27 2 .
673 12.3 42
17.9 23
2 10.0 45
89 18.7 21
478 19.7 19
9.1 47
1 8.9 49
33 15.1 31
397 . 50
8.9 >4.2 8
228 19.9 18
1,24 28. 3
243 8.9 9.0
876 44.6 1
1,358 15.0 32
881 21.3 13
er health/mental health
291 11.3 41
746 15.0 33 )
sus of Psychological
133 16.6 25 Association.
258 16.1 28
165 18.4 22
231 24.1 9
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EXHIBIT

NUMBERS OF REGISTERED CLINICAL SOCIAL
WORKERS BY STATE AND PER
100,000 POPULATION

1985
SOCIAL WWORKERS
CLINICAL 100,000 STATE
STATE SOCIAL WORKERS POPULATION RANK
Alabama 23 0.6 48
Alaska 29 6.0 8
Arizona 66 2.2 26
Arkansas 23 1.0 44
California 704 2.8 18
Colorado 72 2.3 21
Connecticut 244 7.8 4
Delaware 11 1,8 31
Florida 236 2.3 29
Georgia 85 1.5 34
Hawaii 22 2.2 27
Idaho 9 0.9 47
Illinois 749 6.5 6
Indiana 122 2.2 28
lowa 85 2.9 16
Kansas 82 3.4 14
Kentucky 37 1.0 45
Louisiana 181 4.1 11
Maine 18 1.6 33
Maryland 333 7.7 5
Massachusetts 483 8.4 3
Michigan 340 3.8 12
Minnesota 137 3,3 15
Mississippi 12 0.5 49
Missouri 86 1.7 32
Montana 12 1.5 35
Nebraska 37 2.3 23
Nevada 1 1,2 40
New Hampshire 82 8.6 2
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EXHIBIT 3 (Cont.)

SOCIAL WORKERS

CLINICAL 100,000 STATI
STATE SOCIAL WORKERS POPULATION RANK
New Jersey 430 5.8 9
New Mexico 20 1.4 36
New York 1,525 8.6 1
North Carolina 88 1.4 37
North Dakota 8 1.2 41
Ohio 275 2.6 20
Oklahoma 75 2.3 24
Oregon 77 2.9 17
Pennsylvania 239 2.0 29
Rhode Island 53 5.6 10
South Carolina 37 1.2 42
South Dakota 9 1.3 39
Tennessee 56 1.2 43
Texas 316 2.0 30
Utah 22 1.4 38
Vermont 32 6.1 7
Virginia 155 2.8 19
Washington 100 2.3 25
West Virginia 19 1.0 46
Wisconsin 178 3.8 13
Wyoming 2 0.4 50

ALL U.S. 8,201 3.5

*Clinical Social Workers registered with National Association of Social Workers
(NASW).  Membership in NASW is a prerequisite to becoming a certified social
worker.

Source: NASW Register of Clinical Social Workers, 1985, and unpublished
summaries of NASW statistics.
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or certified in a state at a level at least equivalent to ACSW
standards. Data presented were obtained from the National
Association of Social Workers, based on those who apply for

listing in their register.

Numbers of mental health providers (including psychia—
trists, psychologists, and social workers) are summarized 1in
Exhibit 4 for Maryland, adjacent states and all U.S. Maryland
ranks i1n the top five states for numbers of psychiatrists,
psychologists, and social workers per 100,000 population, while
only one adjacent state, Delaware, ranks in the top ten for any
of these providers (ninth in psychiatrists). The District of
Columbia was excluded from all tables iIn this section, because
its small size and central city environment make its provider
supply incomparable to other states. It should be noted, however,
that some Maryland residents in the Washington metropolitan area
are likely to use providers within the District of Columbia,
further 1increasing the effective supply of providers accessible

to Maryland residents.

The primary conclusions supported by this information

include the following:

e Maryland ranks very high in mental health provider
supply, among the top five states in psychiatrists,

psychologists, and clinical social workers.
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EXHIBIT A

SUMVARY OF MENTAL HEALTH PROVIDERS IN MARYLAND,
ADJACENT STATES AND ALL UNITED STATES

STATE PSYCHIATRISTS PSYCHOLOGISTS SOCIAL WORKERS

Per 100,000 Per 100,000 Per 100,000

Population U.S., Rank* Population U.S. Rank* Population U.S. Rank*
Maryland 18.6 A 28.9 3 7.7 5
Virginia 10.3 12 17.9 23 2.8 19
Pennsylvania 11.1 11 18.8 20 2.0 29
Delaware 11.6 9 1A.9 3A 1.8 31
West Virginia 5.7 35 9.1 AT 1.0 A6

ALL U.S. 10.8 19.0 . 3.5

Ratio of Maryland to
All U.S. 1.72 1.52 2.20

*Ranking of state in number of providers per 100,000 population in comparison to
all 50 states.

Sources: American Medical Association, Physician Characteristics and Distribution in the U.S.,
1983 Edition, Chicago;

J. Stapp, A. M Tucker, G. R. VandenBos, Census of Psychological Personnel: 1983, Draft 1985,

American Psychological Association: S

NASW Register of Clinical Social Workers, 1985, and unpublished summaries of NASW statistics.
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®Accessibility to mental health providers is
substantially greater for residents of Maryland
relative to adjoining states and to the U.S. as a
whole. It is likely that geographic accessibility
problems are relatively minor too, given the
relatively small s. and urban nature of the

state.

e An increase in mandated mental health benefits
would cause the alreadysadequate provider supply to.
grow further, by a factor of about 3 to 5 percent

for each 10 percent increase in benefits.

®From a policy-making perspective, encouragement of
continued growth in mental health provider supply
in Maryland is a less than desirable goal, given
that the state already has among the highest levels

of these providers in the nation.
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Costs

Treatm ent

persons age 45 and older, afind-
ing that may have important pol-
icy considerations.

While mental health care could be
seen as adding to the overall cost
of general h&alth care, there I
%rowmg evidence tnac mental

ealth care actually results in lower
total heath care” utilization and
costs for treated persons. This can
be the result even when the cost of
mental health care itself is inclug-
ed. Follette and Cummings (1), in
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one of the first major American
studies of this questign, found that
the use of nonps¥ch|atnc medical
Services dropped oIIowrng the inl-
tiation of psychotherapy
and Vrschr& ) Teviewed 13 studies
- and found that 12 showed reduc-
tions in medical care utilizatjon,
ranging from 5 to 85 percent fol-
lowing mental health intervention,

Mumford, Schlesinger, and
Glass (‘3) in a meta-analysis of 15
controlled cost-offset studies pu
lished before 1978, estimate the
cost-reduction effect for mental
health treatment at between 0 and

14 percent.

Mumford, Schlesinger, and
Glass (4 %) following a review of
research on the impact of psycho-
logical mterventron on recovery
from sur(t;ery heart attacks,
found that on the average psycho-
logical intervention reduced hospi-
talization by approximately two
days below the control group'’s av-
erdge 0f 9.92 days.

nother study by Mumford and
associates (5), “which utilized a
meta-analysis of published cost-
offset reSearch, found that the
range in outcomes varied from a
12.1 percent increase In the use of
medical services following psk/cho
therapy _to a 181.6 pefcent de
crease. The study found that the
offset effect is likely to be greater
for inpatient medical care Utiliza-
tion than for outpatrent utilization,
It also found that older people had
greater offset effects folowrng
mental health treatment than di
younger people.

Jones
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The same research team has also
conducted a five- ){ear longitudinal
analysis of medical care ufilized b

ersons enrolled with the Blue

ross/Blue Shield Federal Em-
ployees Benetrt ro_r[rram from
19 4 through 1978 found
that persons wrth from seven to 20
men al health outpatienc visits had
medical care charges that were
5309 lower than those of the com-
parison group, and those with
more than 2 vrsrts had charges
$284 lower than the comparison
group (6).

Two s udies have been conduct
e mvo vrng patrents rom the Co-
lumbia Medical Plan. Kessler and
associates (7) found a 7.6, percent
reduction "in medrcal visits for
adults in the ear following the
beginning of psychratrrc epi-
sode compare with"the year be-
fore, and a 9.3 percent réduction
for children. Hankin and assocrates
8) found that the receipt of spe
clalty menta| health care was oI
lowed by a short-term reduction in
nonpsychiatric utilization.

Emotional problems could be as-
sociated with gither underutiliza-
tion or overutilizacion of medical
care (3). Underutilization as a re-
sult of self-abuse or neglect can
contribute to excess morhidity and
untreated physical disability ot dis-
ease. Thus hrpher medical care
costs could folfow mental health
freatment as a consequence of an
improved emotional state and in-
creased sel-awareness (9,10),

n the other hand, overutiliza-
tion prror t0 initiation of mental
health treatment could result in
substantrally hrgrher general medr
ca care costs. The above studies

gﬁest that overutilization of
ealth care Rrror to iniuwdon of
mental health treatment is more
likely than underutilization, on the
average.

Research design

This paper describes the results of
a research project to further inves-
tigate the guestion of over- or un-
dérutilization of health care an 110
document the nature of changes in
health care costs and utilization
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following initiation of mental
health care. The frndrngs described
are from astudy offedéral employ-
ees and their family members en-
rolled with the Aetna Life and Ca-
suaItY Company under the Federal
Emp Eees Heéalth enetrt Pro-
gram (FEHBP) durm% the calendar
years 1980 through 1983. To doc-
ument changes in total health care
utilization ahd costs, the study ana-
lyzed all health insurance claims
filed by covered individuals who
began mental health treatment.
uring the ¥ears covered by this
stud Aetna FEHBP was the sec-
1ar(_1est of more than 100
heaIth plans_available to federal
employees. Two benefit options
were avarIabIe under the plan; the
hrg -option plan, which set limits
°$20,000 annually for inpatient
mental health care and $1,000 an-
nually for outpatient mental heaIth
care; and the low-0 tron plan
which had limits of $15,000" and
$750, respectively.

Both options included coverag
for treatmenc servrces rendered by
a wide range of practitioners and
facilities, as long as overall care of
the patient was evaluated, and con-
trolled by a.physician. There were
no changes in mental health cover-
age during the study period.

In this Study, persons receiving
mental health treatment were, de-
fined as those who had received
medical treatment under a pnmarY
dradnosrs of mental illness. All
hedlth care claims were reviewed
to locate all families with one or
more members who had filed ar
least one claim for mental health
treatment and who were continu-
ously enrolled with Aetna durin
the Study period. The number 0
such families totaled 26,915, and
33,009 individuals |n these fam-
llies received mental health treat-

ment.

In addition, a random sample
from the totaI continuously en-
rolled population of families who
did not file claims for mental
health treatment was_Selected as a
comparison group. This random
sample was composed of 16,468
families and included 41,829 indi-
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viduaJs who were stratified by aﬁe
to match th? ﬁge dlétrlbutlon of the
mental health”study group. Fam-
llies with any member receiving
treatment for” alcoholism or druH
abuse were excluded from bot
the comparison group and the
mental health study group..

The .ideal research design for
determining statistically significant
changes in” total health care pat-
terns would use exPerlmentaI
treatment and no-treatment. con-
trol groups randomly assigned
from esame_Populatlon. Howev-
er, the identification of a_diag-
nosed but untreated group is im-
possible in a large field study utiliz-
Ing health instrance claims as a
méans fo identify the treatment
population. - _ ,

An alternative is a quasi-experi-
mental design that utilizes a non-
equivalent Comparison group as
well as multiple pretests and post-
tests (11,12). A pre-post design
was ysed to' compare pre-mental-
health-treatmenc averages over
various time periods with' averages
after initiation of treatment.

Since_the comparison group is a
nonequivalent one, it can be used
only for baseline comparisons with
the'mental health treatment group.
_In addition, a longitudinalanaly-
sis that pooled avadable data from
all individuals was used to describe
Ion? term pattemns, The pre-post
analysis permirs reliable testing for
statistically. significant changes In
cost and utilization. The longitudi-
nal analysis permits use of all the
availablé data to document long-
term trends and tendencies.

Comparison of the groups

The mental health study group and
che comparison group, Were quite
similar in averagé family aﬁet am-
ily size, and type of héalth insur-
ance. plan option. The average fam-
lly size Tor those with at least one
member receiving mental health
care was 2.57 persons, compared
with 2.54 persons in families in the
random sample, The average fam-
||¥ age (as of January 1984) was
48.8 "years for the mental health
treatment group and 49.2 Kears for
the comparison group. The same
percentage of both groups (79 per-
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cen_tg were enrolled under high-
option coveraqe.
_The month 0oer-person COSts
ﬂn January 198 _QIoIIar_s?1 for all
ealth care for families with at least
one member receiving_ mental
health treatment were ~S58.82,
compared with $91.85 for the, ran-
dom sample. Most of this differ-
ence was the result of inpatient
treatment costs (S104.85 a month
for the mental health treatment
ft;roup versus $60.12 a month for
he ‘random sampl_e)[. However,
there were also differences, he-
tween the two groups in ambula-
tory care and other costs over the
four-year study period.

The familieS with at least one
member receiving mental health
treatment averaged .39 inpatient
days per person” per month com-
pared with .18 days for the random
sample. Mental health treatment
costs amounted to S22 per month,
ot 14 percent of the $159 average
monthly costs for all health care
for persons in the mental health
study group, thus indicating that
these cost differences are not due
ﬁrlmarlly to the cost of mental
ealth treatment. All of these com-
parisons were statlstlcallk/ signifi-
cant at p<.00l. In point of Tact
given the relatively large treatment
group and comparison group sizes
utilized in this stydy, most differ-
ences were statistically significant.

Mental health treatment
costs and utilization .

During the, 1980-83 period, those
In the Continugusly enrolled popu-
lation who filed” mental health
treatment claims were largely fe-
male (60.6 percent). The miean aPe
was 45.3 years but varied widely.
More thari 16 ?ercent of the groug
were under 21 years old and 2
Percent were 65°and over. Forty-
ive percent of the group were
enrollees (federal eniployees or
annuitants), 33 percert were
spouses, and 22 percent were de-
pendent children, Less than 1 per-
cent were other dependents,

The cost of mental health care
?er ?erson r_ecelvmgS care during
hes udg period was'52.079 Uanu-
ary 1980 ‘dollars), of which 63.4
pércent was paid by Aetna as
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health insurance hepefits, InRF-
fient care, thquh utilized b% 0 %
20 gercent of The {nental ealt
gad nts, accounted for 60 Percent
I mental health treatment costs.
The averaqe length of inpatient
mental hedlth treatment was 32.2
days. More than half of the inpa-
tient stays were 21 days or less,
and almpst a fourth were seven
days.or less. The avera%]e cost per
admission was $3,887 (January
1980 doIIarsg, and the average
number of admissions per person
utilizing inpatient care was 1.57.
No data were available on whether
the inpatient stays were in special-
ty facilities or general hospitals.

Ambulatory “care was used by
83.7 Percen of those receiving
mental health treatment, and the%
had an estimated 22 mental healt
ambulatory visits_ per person dur-
Ing the study period. The number
of estimated visits js based on
claims data from institutional pro-
viders only: whether a similar
number of visits were made to
%)rlvate_ practitioners is unknown.
he primary providers of ambula-
tory mentalhealth care were physi-
cians, who accounted for 71 per-
cent of total visits (Aetna's codes
did not distinguish between types
of physicians); sychologlsts, who
accounted for 20 percent; and psy-
chiatric social workers, who " ac-
counted for slightly more than 3
percent.

Pre-pose patterns

of medical care N
Total medical care costs and utili-
zation for individuals receiving
mental health treatment were ana-
lyzed using the first such treatment
évent as aTeference point. Individ-
uals began treatment during each
month 0f the study period, and
there were varylngf amounts of data
availahle for analysis before and
after Initiation of treatment. For
example, persons heginning treat-
ment in early 1980 would have
only afew manths of pretreatment
data but more than three years of
posttreatment data. For those
whose initial treatment was in mid-
1|98d3, the opposite situation ap-

le

The primary research question
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was whether there was a reduction
In total health care utilization and
cost following initiation of mental
health treatment. Thus the study
tested for statistically significant
changes in medical care costs and
utilization using three groups.com-
posed of individuals having similar
re- and posttreatmenc ‘periods.
he first group contained persons
for whom' 12 months of pretreat-
ment data and 12 months of post
treatment data were available
N=12,699). Anal sis found a sta-
istically significant decrease In to-
tal monthly health care costs goer
person (r=6.44,
§< 00123 he costs dropped from

263.28 Dbefore treatment to
5208.79 after initiation of treat-
ment (January 1980 doIIars)

Longeran more meaning uI(p
riods of comparrson were rovr ed
by group 2, ersons orw om a
full™24 months of pretreatment
data and 12 months of postreat-
ment data were available

N=5,213). In general, cost and
utilization' levels’ in ?rou 2 In-
creased from the 13- to 24-month

pretreatment (perrod to the 12
months preceding initial mental
health treatment;” they then de-
clined during the first™ 12 months
after initiation of treatment, Total
health care costs per month per
gerson increased from S12L to

278 and then fell to 5202 after
initiation of treatment 1(
df=15,638, COOlP] his attern
IS prrmarrh( ue to changes rn Inpa-
tient costs, which wenc from
S74.91 during the 13- to 24-month
pretreatment period to S201.33 af-
er initiation of treatment. Inpa-
tient costs in the 12-month period
after initiation of mental health
treatment dropped to S127.70.
The. drtferences were statisticall
srgnr ficant (F=82.02, df=15,63

<,00). Ambulatory costs and
Utilization remained_ essentially the
same during the first year ‘after
initiation of treatment.

These results are confirmed _in
the analysis of group 3, those with
at least” 12 manths pre- and_24
months posttreatment data. This
%roup provides clear evidence that
he decling in cost and utilization
continues in the second year fol-
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lowing the initiation of mental
health treatment. Total health care
costs per month per person fell
from S242 in the year before treat-
ment to S214 in the first year after
treatment began to S162 in the
following year, These drfferences
were statistically srgnrrcant
<F=2188, df= 1764 C.001).
As with group 2, this drop was

These results provide
considerable evidence
that total health care
costs and utilization
gradually increased
before mental health
treatment was initiated
and decreased afterward.

prrmarrl¥ the result of decreases in
Inpatient days per month ger per-
son from .63 to .52 to .39 daY
(F=19.02, df=17,642, p<.00 )
and inpatient costs per month per
Eerson from S167 to S133 and
13-95, df= 17,642,
<.001). Ambulatory care  costs
ctually increased in the year fol-
owrngS rnrtratron of treatment
from 559,15 in th e¥ear before to

64.15 In the year after) due to the
use of ambulatory mental health
services, but they fell below the
pretreatment level in the second

osttreatment year (S42.29).

hese differences were also statis-
trcally significant <F=60.59,
df= 17,642, pC.001).

These results provide consider-
able evidence that the total health
care cost and utilization for treated
persons gradually increased prior
0 the initiation "of mental health
treatment and then decreased af-
terward, This is true even when all
mental_ health treatment costs and
utilization are included in the anal-
ysis. Ambulatory care often did
not follow this pattern, Irkeh( due
to extensive use of ambulatory
mental health care during the peri-
od_after initiation of treatment.

The health care patterns of the
family members of persons receiv-
ing mental health treatment were
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also analyzed. Total monthly
health care costs for the family
members of mental health patients
showed a downward trend, hegin-
ning before the point of initiation
of mental health treatment of the
family member or members; For
example,- untreated individuals
with data for at_least 24" months
before and after initiation of treat-
ment for a membger of their family
;]N 3,074 families) had totdl
ealth care costs per month per
person of $101.71 in the 13- to 24

month pretreatment period,
§93.13 in the 12-month pretreat-
ment period, and 574.03 in the 12-
month period after initiation of
treatment (F=5.05, df=9.221,

C.0l).
While in general the heaIth care
patterns of the family members of
mentaI health patients oIIows that
of the, treated ?roup that is, costs
are higher before treatment and
lower atter Initiation of treatment,
the peak in costs occurred in the
second gear prror to treatment and
declined after that point.
could suggest that amrIy members
anticipated the start of mental
health treatment, or that they put
more personal energy into support
and less into utilization of health
care as the famrhf member with
mental health problems became in-
creasrngh( disabled iust prior to
treatment. It is also possible that
the increasing disability of the fam-
ily member With emotional prob-
léms in some ways deterred other
members from “utilizing health
care,

LonPrtudrnal analysis of
total health c,re costs

The pre- post analysis confirms that
statjstically src{nrfrcant changes in
health care patterns are associated
with the initiation of mental health
treatment. However, the patterns
of average monthly total health
care cosfS can also be examined
|ongrtudrnaII?/ by pooling the data
forall mental health patiénts (more
than 33,000). This yields a distri-
bution of average cast per individ-
ual over a six-year period— 36
months before and 36 months af-
ter the initiation of mental health
treatment. The pretreatment val-
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monchs),
months)
S158 (19 to 24 months)], $144 (2
to 30 months), and $137 (31 to 36

months). .
~These data illustrate the %radual
rise in total health care costs over
the 36-month period before the
start of mental health care and a
sharp climb in such cgsts in the six-
month period immediately prior to
treatment. After treatment began,
total costs dropped continuolsly
over the following 36 months,
The longitudinal patterns of age
and gender subgroups were simifar
to that of the overall study popula-
tion. However, important differ-
ences between subgroups did ex-
ist. One way of examlnln% these
differences is to evaluate the ex-
tent to which the_health care costs
of persons receiving mental health
freatment converge with the cost
levels of individuals of similar age
or sex from the random sample 0f
families in which no members re-
ceived mental health treatment,
. For each six-month interval de-
fined above, monthly total health
care costs of treated individuals
were transformed into a propor-
tion of the average monthly per-
person health care costs of the
corres ondlng age or sex_cohort
from the random sample. The age
and sex cohort provides a baseline
for the expected level of cost on
the average. For each month of the
study pefiod, average total health
care” costs for éh% mental health
patients (defined by age group or
gender) were divided "by the
monthly average for the ‘Corre-
spondifig age of sex cohort to de-
velop an index or ratio. Thus a
value of 1 indicates that the
monthly average for any interval
was equal fo the monthly four-year
averaqe of the baseliné group. A
value Tess than 1 means the mental
health treatment group experi-
enced costs less than the baseline,
and a value greacer than 1 indicat-
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ed cqsts hhgher than haseline.

All'of cfie three youngest treat-
ment subgroups (under~14. 14 to
19, and 20 to 24) incurred initial
costs (in the 31- to 36-month pre-
treatment perlod%rhat were hlgher
than their age conorts, with values
of 1.47, 1.19, and 1.61, respective-
ly. By the end of the follow-up
Period (31 to 36 months after initi-
ation of treatment), health care
costs for all rouPs remained. con-
siderably hl% er than for their age
cohorts_(2.49 for those under age
14, 3.17 for ages 14 throu%h 19,
and 2.44 for ages 20 through 24).
The 14 to 197age group had the
highest costs reldtivé to their non-
tréatment age cohort at the fime of
initiation of'treatment, Their costs
?eaked at a level 23 times higher
han their general age cohort..

Comparéd with Their younger
counterparts, mental health pa-
tients in the three older subgroups
(25 to 44, 45 to 64, and 65 and
older) incurred costs. that con-
verged more closely with those of
their age cohort by the final post-
treatment interval (31 to 36
months). This IS illustrated by the
values 0f 2.12 for those betiveen
age 25 and 44, 173 for those
between age 45 and 64, and 1.37
for_those age 65 and older.

Cost ratios for males and fe-
males were also analyzed, Females
In the treatmentgrouP initially (31
to 36 months pfior to treatment)
had fotal health care costs per
month that were significantly hl%?-
er than costs for ‘females ‘in the
random sample (a proportional val-
ue of 1.77). Males receiving men-
tal health treatment, however, had
costs comparable to males from
the random sample baseline at this
point (1.01). By the final posttreat-
ment period, males were closer to
the levels of the random samBIe
(1.66) than were females (1.99),
although the costs for treated fe-
males Were closer to their actual
pretreatment costs.

Conclusjons . .

The results of this study provide
confirmation of the findings of
previgus,studies as well as provide
new findings, previously unreporr-
ed, concerning the queStion of the
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potential for mental health tteat-
g&g{lst to reduce other health care

In this study, che total healch
care utilization“and costs of Aetna
FEHBP-enrolled families receiv-
ing mental health treatment were
hlﬂher_than those of a demographi-
cally similar comparison group, of
enrolled families not receiving
mental health treatment.

The longicudinal pattern of total
healch care costs illustrates that a
marked _increase in such costs
among individuals wich mental
health” problems can be expecced
over the 36-month period prior to
Initiation of treatment. A decrease
in total healch care costs can he
expected following the start of
mental healch treatment—even
when che costs of this treatment
are included. This is in_contrast to
Borus and associates' finding (13)
that offset savings in general ambuy-
latory medical care were overshad-
owe bx charges for the specialty
mental healch care itself,

Our analysis of sRecmc age sub-
(I;_roups indicates that subpopula-
lons are differentially contr_lbutmq
most to the overall “drop in cocdl
health care utilization. The best
convergence with che baseline lev-
el of their general age group co-
horts occurred for patients’ who
were age 65 and older, followed by
those in the 45 to 64 age group.
The two oungescgrou S, ages 14
to 19 and under age 14, had the
least convergence with their gener-
al age group cohorts. Ic is passible
chac these aifferencial cosc patterns
are due in part to age-related varia-
tions _In specific diagnoses or In
severity of mental illness. This is-
sue could not be addressed with
the data available for chis study but
merits further investigation. |

Ic is not possible” to estimate
exactly how mych of the decling in
health care utilizatjon after inida-
don of treatment Is due co treat-
ment per se versus other factors
such as self-selecdon and mouva-
don, regression coward the mean,
and. so Torth. The relatively long
periods before and after inidadon
of creatmenc used in our analyzes,
however, provide a, valuable per-
spective for evaluating this issue.
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Some previous studies that have
utilized relatively short pretreat-
ment Berrods (usually 12 ‘months)
have been open to the criticism
thac the reductions in health care
costs immediately foI owrng treat
ment initiation mrght be exp arne
by "regression to the mean

Following an extraordinary IeveI

of stress and discomfort (one
expression of which is increased
health care utilization), a subse-
quent drop in health care utiliza-
tion could be expected (at least
temporarily) simply because of the
termination of the“crisis at hand.

Some of the observed decreases
in costs and utilization in this study
are likely related to this naturdl
adjustment. However, we found
that the health care costs of treated
individuals continyed to drop in
relation to their prior costs as well
& In relation to the costs of un-
treated persons of similar age and
sex.for up to three years after
Initiation of treatment, We believe
It is rather unlikely that this de-
cline is totally explained by an end-
ing of a personal crisis {and the
reSulting statistical regression).

This Study, like the others cited
earlier, suPports a conclusion that
the Initiation of mental health
treatment b){ self-motivated . pa-
tients can yield posrtrve reductions
in health care util rzatron and costs
fora ar%e Insured po oPu lation even
when there is no direct contro
over the variety and quality of
care. Such a findi ng has Important
policy implications for_ prepaid
medical groups as well as insurance
com

Ng study of the health care costs
and utilization of treated persons
based on a srngle enrolled health
Insurance gulatron IS readily
%eneralrzabe eyond that popula-
jon. Given the” heterogeneity of
enrolled populations, the varrety
of health  insurance benefit plans
across the country, and the mix of
available ge[nera heat h care and
mental health treatment services,
no single study is likely to be na-
tionally representative.

This study is not as subject to
biases due t0 regional variations in
general health "or mental health
Care as IS much other research,

Hospital and Communicy Psychiatry

since the poPulatron cf persons
filing mental health .garment
claims with Aetna is a national one,
drawrno on all 50_states. However
It is no necessanly ?eographrca sy
representative of ‘either the U
P uIatron or the population of
era em loyees, since many fac-
tors inf uence the choice of Health
plans b Povernment workers.
Roughly 60 percent of Aetna
claimants “receiving mental health
treatme it are age 45 and older.
The stud finding that older a?
?roups ave %reater opportunity
0r cost redyctions than younger
groups. is an important poIrcy con
Sideration. Older People ténd to
use more medical care Services
than those in younger age groups,
Speci |caIIy mare expensive hospi-
tal care. "As the Aetna-enrolled
po oulatron I older than many en-
rolled populations, studies ofa no-
ticeably younger enrolled popula-
tron may find smaller treatment

Thrs study makes an |m5)ortant
contribution’ to an ever-enlargin
research base conceming the “paf-
terns of health care before and
after mental health treatment, The
study documents the potential of
reductions in total health care costs
following initiation of mental
health tréatment. The longitudinal
pooled data show that total health
care costs at the end of the 36-
month period following initiation
of treatment are hroher than the
costs at the equivalent point 36
months before treatment. Howev-
er, given the six-year span repre-
sented and the general tendency of
health care costs to Increase & a
population ages, this result is not
sursonsr r%

Ince the cost trend followin
treatment initiation Is. downwar
it may not be unrealistic to expect
even lower total health care costs
over a longer follow-up period.
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The Associated Press

NEW YORK — The cost of
providing health care benefits to
employees jumped to an average
of $1,985 per worker last year as
employers hunted for ways to curb
costs, a survey said yesterday.

A poll of 2,016 corporate and
government employers found that
their costs rose 7.9 percent last
year, or an average $128 per
employee, said A. Foster Higgins
& Co., which conducted the sur-
vey. The average cost had risen 7.7
percent in 1986.

Nearly one-fifth of the employ-
ers surveyed said their health
costs soared 20 percent or more,
according to Higgins, a New York-
based benefits consultant. Six per-
cent of the employers said they
were hit with costjumps exceeding
30 percent. .

“Increases in the actual price
of medical care supplied by doc-
tors, hospitals and other providers
is the fundamental reason for the
plan cost hikes,” said David Ra-
hill, who directed the study, which
looked at employers with a total
of 13 million employees.

Higgins, a subsidiary of John-
son & Higgins, surveyed employers
ranging from American Telephone

c are

ployers

CO0Sts

S 0 ar

& Telegraph Co. to the village
government of Winnetka, 111

For public sector employers,
health care benefit costs averaged
$2,071 per worker, while the cost
averaged $2,364 per worker for
benefits in work places that are at
least 50 percent unionized.

The economy-of-scale theory
seemed not to apply. For employ-
ers with 5,000 or more workers,
benefits averaged $2,100 per work-
er last year, compared with $1,962
for employers with fewer than
5,000 workers.

Overall, health benefit costs
made up 9.7 percent of the payroll
pie, up from 8.9 percent in 1986,

an increase that Rahill called
“disturbing.”
“Continued increase could

hamper the ability of American
business to compete with lower-
cost labor markets,” he said, add-
ing that higher costs could even
spur companies to consider mov-
ing their operations.

Rahill said the study under-
scored the need for more stringent
cost-control efforts. Only 30 per-
cent of employers surveyed man-
aged either to hold costs constant
or reduce them last year, the
survey found.

Higgins’ survey found that 61-

(HEALTH

Average cost per worker:
paid by 2,016 corporate
and government employers

MBENEIITS;

$27-00

$1,645

1984 1985 1986 1987 1988*
(*PROJECTED)

Source: A. Foster Higgins <4 Co.
The Associated Priess

percent of the employers did not
require employees to help foot the
bill on individual coverage. But 88
percent did require their employ-
ees to pay a deductible. A third of
the employers said they raised
deductibles in the last two years.
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AVERAGE LENGTH OF STAY [1TA A
FOR PHYSICAL CONDITIONS AND

FOR PSYCHIATRIC CONDITIONS OR DIAGNOSES

Average length of stay for physical conditions, obtained from the American

Hospital Association for 1934, is 7.3 days.

| have two sources for average length of stay for psychiatric diagnoses. The
first source is from the Commission on Professional and Hospital Activities.
This is data which is received from general,non-Federal, short-term

hospitals. This is defined as a medium stay less than 30 days. Thisexcludes

data from psychiatric hospitals.

The length of stay for these diagnoses are;

paranoid schizophrenia - 15.1 days
acute schizophrenic episode - 15.4 days
childhood psychoses - 24.2 days

major depressive psychoses - 17.2 days
other effective psychoses - 15.4 days
miscellaneous psychoses - 11.6 days
anxiety states - 5.9 days

neurotic depr’ on - 12.6 days

mls‘“llanec, roses - 10.3 days
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miscellaneous mental disorders - 13.6 days

The next figures | am going to quote were given to me over the phone by Bertie
Firestone from the National Institute of Mental Health. These are average
length of stay figures obtained from private psychiatric hospitals. These

again are given by certain diagnoses.

Average length of stay for:

any alcohol related admission - 20 days
any drug related admission - 19 days
organic disease - 17 days

effective disorders - 20 days
schizophrenia - 18 days

other psychoses - 20 days

anxiety disassociative - 14 days

personality disorder - 17 days

This concludes the information that | was able to obtain about average length
of stay. | did attempt to get data from the American Psychiatric Association,

but they declined to give me any information about length of stay figures.
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Company Practices In Mental Health Coverage; 325.3.-9
Plan Design Limits Reflect Increases in Cost, Use 4-87
Employees are using mental health benefits more often,

according to "Company Practices In Mental Health Coverage,"” a
study by Hewitt Associates. About half of the 293 companies
surveyed experienced an Increase In mental health claims since
1903, while only 8% experienced a decrease. Although the number
of companies that were able to track claims costs was small (28),

$169 In 1987 per employee.

costs Increased each year from $118 In 1904 to a projected costs of

The complete study Includes company practices in mental health
and employee assistance programs and may be purchased from
Hewitt Associates, 100 Half Day Road, Lincolnshire IL 60015. Attn:

Cathy Schmidt.

ealth care benefits have been subject to
dramatic changes during the past live years.
H  An increasing number of employers arc
concerned with one area of benefits that has
been  considered uncontrollable-mental  health
coverage. . .
Hewitt Associates surveyed 293 companies of
various sizes and industry types to find specific
prevalence patterns for mental hcaltdi benefits and
company-sponsored emPloyee assistance programs.
This report hlghllghts he  survey findings for the
mental health benefits. o
Surveyed companies were almost evenly disu ibutcd
between manufacturing &49%) and nonmanufacturing
(51%) industry classifications. In terms of the number
of employees, 15% employed less titan 1,000, 46%
covered from 1,000 up t05,000,16% covered between
5,000 and 10,000, 19% between 10.000 and 50,000,
and only 470 employed more than 50,000 employees..
Companies were almost evenly divided also in their
reasons for offering mental health coverage. Moral
obligation and competitive practice wore the two most
common responses as cited by 37% and 35%
respectively. - Cost management for overall med!ca|
plan (15%]), employee demand (6%%, art of medical
plan (47c), employee productivity (1 cg), and all others
(2%).

Design And Usage

More than three-founhs of the companies have made
no major design changes to mpatlentoroutgatlcnt limits
within' the gast two years. For the 288 companies
surveyed, 80% did not chan%e inpatient limits and 7670
made no changes in the outpatient limits. However,

223 W eil Adnnif Sin>n nnH K «I(

11% reported thal they arc planning changes within the
next 12 months. Anticipated changes include ||m|t|nq
the number of inpatient days, adding or limiting annua
and/or lifetime dollar limits, and overall evaluation of
mental health coverage due to mcreasm% claims costs.

In terms of utilization, 33% of the 197 companies
said they have not been able to track use of the mental
health benefit. Of those able to compare changes in use
since 1983, just over half have seen an increase.

Design Features
~Employers have ranked use of mental health benefits
high on the list of health plan services that arc difficult
to control. Tlic most common method used to control
use places some type of special limit on plan benefits.
Ninety-three percent of companies combined inpatient
and outpatient limits (lifetime and/or annual) formcntal
health and substance abuse coverage. Of those ﬁlans,
7) % had specific coverage limits for both mental health
and substance abuse under the medical plan. _
Specific limits for outpatient mental health benefits
only was reported by 19% of the surveyed plans, and
inpatient benefits were treated as tiny othcrillncss under
the medical plan. Seven Bercent reported specific limits
for inpatient substance abuse only and inpatient mental
health was covered as anK other illness. Becmc limits
for inpatient menLal hcalLh was reported by 370 of the
companies surveyed and inpatient substance abuse is
covered as any other illness. . _
~ More than half (54%) of the companies combined
inpatient/outpatient limits expressed cither as an annual
or lifetime maximum; some companies had both.
Annual dollar maximums were included in the plans of
22% of those companies with limits that ranged from

FM-onem pramTnnii



ALASKA STATE LEGISLATURE
HOUSE OE REPRESENTATIVES
RESEARCH AGENCY

110 llov V. Siaio c'ipitol
Juneau. AlisX.i 9981 1..JUKI
Mail Stop 11(H
(907) 465-3991

June 3, 1987
MEMORANDUM
T0: Representative Niilo Koponen
ATTN: Lisa Mclaren
FROM: Jay Livey
Legislative Analyst
RE: Mental Health Insurance Laws in Other States

Research Request 87.307

You asked that we: 1) determine the extent to which other states

the coverage of mental health services under health insurance policies
within the state; 2) identify the types of mental health providers that are
eligible to be reimbursed under the mental health coverage in other states;
and 3) discuss the impact to mental health services in Alaska associated

with designating specific mental health providers to be eligible
bursement from insurance claims.

Mental Health Insurance in Other States

The attached chart identifies the states which regulate mental health bene-
fits in private health insurance policies. Thirteen states (Colorado,
Connecticut, Maryland, Maine, Massachusetts, Minnesota, Montana,

Hampshire, North Dakota, Ohio, Oregon, Virginia and Wisconsin)

which require insurers to include mental health services as part of certain
insurance policies sold inthe state. Thirteen states  (Arkansas,

fornia, Florida, Georgia, Illinois, Kansas, Louisiana, Missouri,
Tennessee, Vermont, Washington and West Virginia) require only that

New York,

ance policies "offer” mental health coverage at the policy holder's option.

Mandated Coverage. 0f the states which mandate mental health
four states (Connecticut, Maryland, Massachusetts and Virginia)

coverage,

coverage for individual as well as group policies. The type of mandated

coverage specified in state insurance laws variesconsiderably.

Colorado,

Connecticut, Maine, Maryland, New Hampshire and Oregon specify coverage of

inpatient services, opartial hospitalization and outpatient

Services.

Massachusetts, Montana, Virginia and Wisconsin specify inpatient and
patient coverage only while Ohio and Minnesota specify only outpatient
coverage. North Dakota specifies ~coverage for inpatient services

partial hospitalization but not for outpatient services.
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Mental health providers eligible to receive insurance reimbursement under
mandated coverage include psychiatrists in all thirteen states, psycholo-

gists in 12 states and social workers in six states. It should be noted,
however, that the licensing requirements vary among states with regard to
the qualifications required of these mental health providers. In virtually

all of these states, mental health services offered in a licensed hospital
or community mental health center are covered under mandated insurance
policies.

Mandated Availability. 0f the thirteen states which mandate availability
of mental health coverage as a policy option, nine states specify that only

inpatient and outpatient coverage be offered. Two states, Florida and
Vermont, specify that in addition to inpatient and outpatient coverage,
partial hospitalization should also be offered. Tennessee offers only

outpatient coverage while Washington statutes do not specify services to be
offered.

In twelve of these thirteen states--Georgia does not specify the types of
providers eligible for insurance reimbursement--psychiatrists and psycholo-
gists are designated as professionals eligible for insurance
reimbursement. In addition, five states specify social workers or other
counseling professionals as eligible providers.

Provision of Mental Health Services in Alaska

Under Alaska law, three types of mental health professionals are licensed
by the State: psychiatrists (AS 08.64), psychologists and psychological
associates (AS 08.86). [t is unlawful for an individual who is not so
licensed to practice psychiatry or psychology or to generally advertise his
or her services as relating to psychiatry or psychology. However, this
does not preclude other types of health professionals from providing
counseling services, e.g., drug and alcohol ~counsellors and family
counselors.

Any hospital other than federal hospitals must be licensed by the State. A
hospital is defined as any "institution or establishment, public or pri-
vate, devoted primarily to providing diagnosis, treatment, or care over a
continuous period of 24 hours each day for two or more unrelated indi-

viduals suffering from illness, physical or mental disease, injury or
deformity, or any other condition for which medical or surgical services
would be appropriate.” Alaskahas two hospitals licensed as psychiatric

hospitals, Alaska Psychiatric Institute (API) and Charter North, In addi-
tion, Fairbanks Memorial, Providence and Mt. Edgecumbe are licensed to
provide psychiatric services.

Community mental health centers established under AS 47.30 do not require a
State license, but their operations must conform to State law and depart-
ment regulations. Currently, there are 27 community mental health centers
in Alaska. (See Table 1 for a summary of the community mental health
centers in the state.)
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Table 1 also includes the staffing characteristics of the community mental

health centers as of October 1986. As the table indicates,

M.D., eight have a PhD psychologist on staff (although

an individual with a Masters degree. Within this latter group

one

gight menta

health centers have medical doctors on staff. 0f the centers without an

these
individuals were not licensed by the State) and 11 centers were staffed by

vidual with a Masters degree was licensed as a psychological associate

TABLE 1
COMMUNITY MENTAL HEALTH CENTERS IN ALASKA

................................ STAFFING INFORMATION

NUMBER OF MEDICAL
LOCATION COMMUNITIES SERVED DOCTOR PSYCHOLOGIST
Anchorage 3 yes yes
Fairbanks 8 yes no
Wasilla 6 yes yes
Juneau 7 no yes
Kenai 4 yes yes
Ketchikan 6 no yes
Bethel 35 yes no
Kodiak 6 no yes
Nome 16 no no
Homer 8 yes yes
Sitka 2 no yes
Barrow 7 no no
Dill ingham 26 yes no
Kotzebue 12 no no
Dutch Harbor 11 no yes
Valdez ! no no
Seward 5 yes yes
Prince of Wales 4 no no
Galena 7 no yes
Cordova 2 no yes
Tok 7 no no
Haines 3 no no
Copper Center 10 no no
McGrath U no yes
Aniak 9 no no
Fort Yukon 7 no no
Tanana 8 no no

Notes: Staff information provided as of October 1986
Source: Alaska Department of Health and Social Services,
Mental Health.

Prepared by the House Research Agency, June 1987
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Table 2 provides a geographical distribution of licensed mental health
providers in the stats. As the table indicates, the licensed mental health
providers are located predominantly in the larger communities in the state
although Homer, Dutch Harbor, Seward, Petersburg and Glenallen all have a
licensed provider.

TABLE 2
GEOGRAPHIC DISTRIBUTION OF LICENSED MENTAL HEALTH PROVIDERS IN ALASKA

PSYCHOLOGICAL
COMMUNITY PSYCHIATRISTS PSYCHOLOGISTS ASSOCIATES

44
19

Anchorage 3

Fairbanks

Wasill a

Homer

Cordova

Kodiak

Juneau

Ketchikan

Kenai/Soldotna

Sitka

Dutch Harbor

Seward

Kodiak

Petershurg

Glenallen

Out of State 13
Total 102

N

O OO OO ODODONODODOO MO
OO N — 1= WA DM O— — N

o000 0O 00 OMN —

wW
o
—

Source: Psychiatrist information from personal communication with the
Alaska State Medical Association. Other data from Department of
Commerce and Economic Development, Division of Occupational
Licensing.

Prepared by the House Research Agency, June 1987
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Mental Health Insurance in Alaska

As Tables 1 and 2 indicate, there are areas of the state in which no pro-
viders could be vreimbursed by insurance companies if reimbursement were
restricted to licensed psychiatrists and psychologists. (Although psycho-
logical associates are licensed by the State, they must work under the
direct supervision of a psychologist or psychiatrist.) Based on staffing
patterns present in October of 1986, nine community mental health centers
serving 84 rural communities do not have a licensed mental health provider
on staff. As Table 2 indicates, these same communities have no private
practitioners who could provide reimbursable services.

Expanding the definition of reimbursable providers to include master level
practitioners would allow all community mental health centers to provide
reimbursable services. According to the Division of Mental Health, as of
October of 1986, all community mental health centers were staffed by an
individual with at least a Master in Social Work (MSW) degree or Master of
Arts (MA) degree in psychology.

One suggestion that has been made with regard to expanding the scope of
reimbursable services in the state is to license mental health programs
rather than mental health providers. Under this licensing format, com-
munity mental health centers which provide the required standards of
service would be licensed by the State and be eligible for insurance
reimbursement. Depending upon the licensing standards adopted, a community
mental health center could be eligible for reimbursement even if the staff
did not include a provider eligible to offer reimbursable services. The
Division of Mental Health is currently investigating this approach.

It has also been suggested that although many rural areas do not currently
have eligible providers, the market incentives created by mental health
insurance legislation would cause providers to move into the wunderserved
areas. This scenario assumes that there are a significant number of indi-
viduals in the wunderserved areas who would be covered by insurance policies
and who would seek mental health services. Stove Caverly, acting director
of the mental program at the Yukon-Kuskokwim Health Corporation (YKHC),
noted that in the Bethel area, this assumption was not necessarily
accurate.

Mr. Caverly noted that, in Bethel, there are a significant number of indi-
viduals who are covered under group insurance plans. However, this is not
true in the villages that are within the YKHC service unit. He doubts that
the YKHC program could collect sufficient revenue from insurance companies
to offset the expense of hiring a psychiatrist or psychologist if the
employment of these providers were necessary to Dbill insurance companies.
However, he did note that the program currently bills for medicaid and some
private insurance so that a billing procedure already exists.
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Mr. Caverly identified two technical problems with regard to the types of
practitioners eligible for insurance company reimbursement. First, he
noted that it is very difficult for the mental health programs in the rural
areas to attract and retain psychiatrists and psychologists, even if suffi-
cient funds are available to pay them. Turnover of these professionals is
high in the rural areas and recruitment is a time-consuming process. Conse-
quently, it is likely that for significant periods of time a community
mental health center may not have either a psychiatrist or psychologist on
staff even if this were the desired staffing level. If insurance coverage
is discontinued during the time that one of these providers is not on
staff, clients may choose to discontinue services rather than make higher
cut-of-pocket payments.

A second problem is associated with determining the appropriate level of
service for the client. Mr. Caverly noted that, in some cases, clients are
hetter served within their home communities. Many community services can
bhe most efficiently provided by practitioners other than psychiatrists and
psychologists. However, if these services are not reimbursable because
they are not offered by an eligible provider, a client may choose an
inappropriate level of service (such as inpatient treatment in Anchorage)
hecause it is covered by his or her insurance policy.

If you have any questions or want additional information, please contact
this agency.

Attachments



STATE

Arkansas

Califcrnia

Colorado

Connection

Florida

MA: Mandated Availability

TYPE OF
MANDATE

MA

MA

MBP

MA

DATE

197)

1976

1971

1976

Amended

1913

INPATIENT

Psychological evaluation,
counseling psychotherapy
or related mental health
services are entitled to
payment or reimbursed on
an equal basis.

Terms of all coverage
agreed upon betveen the
group policy-holder and
instaer.

Under basic coverage bene-
fits, 65 days for full
hospitalization in one 2
month benefit period. Each
day of confinement as an
inpatient shall reduce by

1 day the total days avail-
able for all other illness-
es during the 12 month
benefit period. Each day
of inpatient care shall
reduce by 2 days the 90
days available lor partial
hospitalization care.

60 days per year In
any hospital.

30 days per year.

MBPi Mandated Minimum Benelit Package

iIUMMARY of state mandates of
MENTAL HEALTH INSURANCE COYERACE

PARTIAL
HOSPITALIZATION

Not specilied

Not specilied

?Odays fee partial hosp-
italization in one 12
month benelit period.
Each 2 days of partial
hospitalization shall
reduce by 1 day the total
days available lor other
ilinesses during the 12
month period. Each 2
days of partial hospital-
ization care shall reducd
by 1 day ol the 65 days
available.

120 days. An exchange
exists vith inpatient
benefits under the
folloving () if the
cost does not exceed
50* ol th: cost of 1
inpatient day at the
average semi-private
rate at the hospital,

2 sessions ol partial
equal 1 inpatient dayt
(a il the cost/ses-
sion exceed 50%of the
cost ol an inpatient
day each session shall
equal 1 inpatient day.

U partial hospital-
ization services or a
combination oi inpatient
and partial hospital-
ization are utiliz.:d,
total benefits paid
should not exceed the
cost ol 30 days ol

inpatient hospitaiizat'x.

POLICIES
OUTPATIENT COVERED
Reimbursed provided
service is provided
by facilities
licensed as outpatient
psychiatric center.

Group, individual

Terms ol all coverage Group
to be agreed upon be-

tveen the group polk.7—

holdrr and the Insurer.

Under major medial Group

coverage benefits cover
outpatient services
furnished by a compre-
hensive health care
service corporation,
CMHCs. Copayment
should not exceed
50*. up to $1,000
Deductibles shall not
differ from the
deductible amount for
any other condition

or illness.

After major medical Group, individual
deductible, copayment

of JO* up to $1,000.

Additional benefits up

to $2,(XD shall be

provided at the option

ol the group policy-

holder.

$1,(D0 per year

Group

Produced lor the APA National Edu « ion Program by GLS Associates, Inc., Philadelphia, PA, September 191J.

ELIGIBLE
PROVIDERS

Psychiatrist, psychologist,
licensed outpatient
psychiatric centers.

Psychiatrist, psychologist,
licensed marriage, family
and counselor, registered
registered nurse vith a
masters In peyehlitric
mental ntxilng and 2
years' experience in
psychiatric mental henhh
nursing, licensed

clinlal social worker.

Psychiatrist, psychologist,
hospital or psychiatric
hospital) comprehensive
health care service corpo-
ration, a community mental
health center or other
mtntal health clinics under
the supervision ol a licensed
psychiatrist or psychologist.

Psychiatrist, psychologist,
MSV, (under the supervision
of a licensed physician

or psychologist) In a child
guidance clinic, non-profit
community mental health
center, noo-profll licensed
iduh psychiatric clinic
operated by in accredited
hospital

Psychiatrist, psychologist,
licensed mental health
professional



STATE

Georgia

Diimii

Kansas

loulsana

Maine

Maryland

Massachusetts

Minnesota

Missouri

MA:

TYPE OP

mandate date
UA 1966
MA 1973
Effective

1977

MA 1971
MA 1973
MBP 196)
MBP/MA 1976
MBP 1973
MBP 1973
MA 1960

Mandated Availability

WPATIENT

30 dayt per year under
an individual policy
and 60 days per year
rnder agroup policy.

Coverage for Inpatient
on par with physical
benelits, but not more
than 30% deductible lor
all expenses vith an
annual limit ol the

lesser ol $10,(U) or

23% ol the lifetime
policy.

30 days per calendar
year.

Benefits on par vith
those offered for other
illnesses.

At least 30 days per
year vith a % co-
pa) ment and a lifetime
limit oi $23,000.

MBPi 30 days per year
In any hospital

60 uays in any hospital;
on par vith other
ilinesses.

Not specified

30 days per year;

on par with other
llinesses.

MBP: Mandated Minimum Benefit Package

Produced lor the APA National Education Program by GLS Associates, inc., Philadelphia, PA, September 1965.

PARTIAL
HOSPITALIZATION

Not specilied

Not specilied

Nor specilied

Not specilied

$100 deductible, 30%
copayment vith an
annual limit ol
$1,000. Lifetime
limit of $23,000.

MA: 30 partial hosp-
italization treatment
days per year.

Not specilied

Not specilied

Not specilied

OUTPATIENT

G vialts per year
mnder an Individual
policy and 30 visits
per year under a
group policy.

Cover for outpatient

on par with physical
benefits, but not more
than 30% deductible (or
all expenses vith an
annual limit of the
lesser ol $10,(XD or

23% of the lifetime
policy.

Coverage for the
first $100 and 60%
of the next $300
per year.

Benefits on par vith
those oflered let other
llinesses.

$100 deductible, 30%
copayment vith an
annual limit of $1,(x0.
LUetime limit ol
$23,000.

MBP: after major
deductible copayment can
be no less than 30%.

$300 per year

All group policies
providing benelht for
i ental or nervous dis-
ocuer treatment in a
hospital shall also pro-
vide coverage to at
least < of the first
$730 per year while the
injured person is not
abed patient in a
hospital.

Copaym-nt no greater
than 50% up to $1,500

or 20 sessions. Frequency
ol psychotherapy sessions
may be limited but bene-
fits shall be available

lor at least one session
during any 7 consecutive
days.

POLICIES
COVERED

Group, individual

Group, individual

Group

Group

Group

medical Group (MBP 4 MA)
Individual(MBP).

Group, individual

Group

Group, Individual

ELIGIBLE
PROVIDERS

Not specified

Psychiatrist, psychologist.

Psychiatrist, psychologist,
community mental heahh
center cr ei'mic, psychia-
tric hospital

Psychiatrist, psychologist,
board certified soda*,
social vorker In consul-
tation with a physician.

Psychiatrist, licensed
psychologist, an accredited
public or psychiatric
hospital and commmlty
agency under the super-
vision oi a psychiatrist

or licensed psychologist.

Psychiatrist, psychologist,
social worker,

Psychiatrist, psychologist,
licensed clinical social
social worker, compre-
hensiv* health service
organization, licensed
-or accredited hospital,
community mental health
center or clinic.

Psychiatrist, psychologist,
licensed or accredited
hospital, community mental
center or mental health
clinic approved or

licensed by t thorized
state agency.

Psychiatrist, psychologist.



TYPE OF

STATE MANDATE  PATE INPATIENT

Montana MBP 1913 Under basic Inpatient
expense policies,
beneliti are no less
than 50 days per year.
Under major medial
policies, no ley than
30 days per year and
1 inpatient beneliti
are provided beyond
30 days, the durational
limits, dollar limits,
deductibles and copay-
ments need not be the
same as applicable to
physical illness
generally.

UBP

New 1975

Hampshire

Benefits on par vith
benelits lor other IlI-
nesses lor service in a
licensed or general
hospital. Major medial
coverage may be limited
to $3,000 per Individual
and a lifetime maximum of
of $10,(ID, per individual.
Allowable days not
specilied.

New York MA 1977 30 days per year in a
general or mental
hospital.

MBP

North 1975

Dakota

70 days per year lor

a licensed hospital.
Each day ol inpatient
treatment shall be
equivalent to 2days of
partial hospitalization.

Ohio uBP 1971 Not specified

Oregoi MBP 1916 No more than $7,300

In any 26 consecutive
month period for in-
patient are and treat-
ment in hospitals. No
more than $3,000 in any
2+ consecutive month
Period in residential
facilities. Within this
$3,000 limit, payment
shall be made for either
full-day supei vised
residential or part-
mday treatment.

MAi  Mandated Availability
MBPj Mandated Minimum Benelit Package

PARTIAL
HOSPITALIZATION

POLICIES
COVERD

OUTPATIENT
Not specilied Copayment no greater
than 30% or the coln-
jurince factor applic-
able lor physial IlI-
ness generally, which-
ever is greater and the
maximum benefit for
mental lliness, alco-
holism and drug addiction
in the aggregate during
the benefit period

may be limited to not
less than $l,(IIJ

Group

Benefits should be at

least as favorable as

those which apply to the
benefits for the treat-

ment of other llinesses.
Non-major medical policies
must cover 13 hours of care
after the first 2 visits.
Allowable days not specified.

(Vital hospital-
ization Is covered
under major medial
expenses but the
extent of coverage
Is not specified.
Allowable days not
specilied.

Group

$700 per year deductibles
and coinsurance on par
with other benefits.

Group

160 days partial
hospitalization per
year. Benelits may
also be provided

for a combination of
inpatient and par-
tial hospitalization

Not specilied Group (more than 30
persons with 70% ol

group participating).

treatment.

Not specified $330 per year subject to Group
reasonable deductibles
and copays.

Part-day treatment on No more than $2,000 in Group

in organized, formal,
regularly scheduled

basis consisting of

at least Bhours of
structured treatment

per day, for at Mast
6days each week. Shall
be no more than $3,000

in any 26 consecutive
period. Within this

$3,000 limit, payments
shall be made for either
part-day or full-day
residential treatment.
Part-day treatment less
than Bhours ol treatment
per day (or at least 6day5
each veek, is covered u
outpatient treatment.

any 26 consecutive month
period.

Produced lor the APA National Education Program by GLS Associates, he., Ruladelphia, PA, September 1965.

ELIGIBLE
PROVIDERS5

Psychiatrist, psychologist,
social worker, mental
health treatment center.

Psychiatrist, psychologist,
licensed pastoral counselor,
mental hospitals, licensed
licensed or general
hospitals, community
mental health center,
psychiatric residential
p.ugram.

Psychiatrist, psychologist,
social worker.

Psychiatrist

Psychiatrist, psychologist,
accredited hospital a
community mental health
facility.

Psychiatrist, psychologist,
nurse practitioner,
clinlal social worker,
health facilities,
residential facilities or
inpatient services.



STATE

Tennessee

Yermont

Virginia

Washington

Virginia

W isconsin

MAs  Mandated Availabili
Mandated Minimum

MBPi

TYPE OF

MANDATE  DATE
MA 1976
MA 1975
MBP/MA 1975
MA 1983
MA 1577
MBP 1975

INPATIENT

Not mandated

65 days per year
in a general or
mental hospital

MBPi 30 days per year
in a mental or general
general hospital includes
benelits for drug and
alcohol rehabilitation
and treatment vith res-
pect to drug and alcohol
rehabilitation only.
There is an $80 per day
Indemnity benelit and a
lifetime coverage of

90 days.

*3 days par yair In

a mental or general
hospital) on par with
[llnesses In a general
hospital

ot kst then tix Jow' Of
’elnher §ne expenses o*, l}% first
30 dayt u an inpatient in A
hotpiul, or ihe first S7000
m&us a copaymeni of up to
10.

PARTIAL
HOSPTTALEADON

Not mandated

63 day et ivalents
of active care per
year.

Not specified

Not specified

Not specified

POLICIES

OUTPATIENT COVERED

30 visits per year
copays and deductibles
on par vith physical
ilinesses.

Croup, Individual

100% of the first 3
visits and 80% there-
after up to $500 per
year.

Group

MA: $500 per year vith
reasonable deductibles
and coinsurance that
are not less favorable
than physical llinesses,
except that the r opay-
ment not exceed 50% up
to $1,(X)0 per benefit
period.

Group, Individual

50% copayment up to 5500 Croup, Individual
per year, tesxlona canro«
exceed 50 per year.

Up to J1000 minus a copay*
ment of up to 10**.

. . N . >{o S$7000. The Department of Health and Human Services is re*
Total inpatient and outpatient treatment coveraie up .nv,mnr
quircd to re..cw covcraye imounu every three years snd may recommend increases to the jovemor.

t
genefit Package

Produced for the APA National Education Program by GLS Associates, Ire., Philadelphia, PA, September 1963.

1Source:

State Health Reports,
Feature),

(Special

Intergovernmental
January

1986.

ELICIBLE
PROVIDERS

Psychiatrist, psychologist,
community health center -
vith an approved plan

lor qualhy risuranct,
accredited hospitals.

Psychiatrist, psychologist,
licensed mental health
professional, licensed
general or mental
hospital or community
mental health ceniers.

Psychiatrist, psychologist,
licensed clinical social
worker, mental health
treatment center.

Psychiatrist, psychologist,
licensed or accredited
general manial hos[mtal,
comprehensive health
servlet grganization,
community canter or

Psychiatrist, psychologist,
hospital, residential
facility, outpatient
treatment facility.

Health Policy Project, No. 20



STATE MANDATES OF PSYCHIATRIC
INSURANCE COVERAGE

Mental health benefits are required in insurance mandates in
27 states. Mandated benefit packages (MBP) are.re%uued in 14
states; mandated availability (MA) is required in 13 states,
?ebtelul of the insurance mandates are presented in the following
ables.



TYPE OF

STATE MANDATE DATE
Arkansas UA I_] I I
CoUlcrnia MA 197}
Colorado MBP 1976
Connecticut MBP 1971
Florida MA 1976

Amended

1983

MA: Mandated Availability
MBPi

INPATIENT

Psychological evaluation,
counseling psychotherapy
or related mental health
services are entitled to
payment cr reimbursed on
an equal basis.

Terms ol all coverage
agreed upon between the
group policy-holder and
insurer.

Under basic coverage bene-
tits, 65 days (or lull
hospitalization in one 1
month benelit period. Each
day ol ccniinement as an
inpatient shall reduce by

1 day the total days avail-
able lor all other illness-
es during the 12 month
benefit period. Each (lay

ol inpatient care shall
reduce by 2 days the 50
days available lor partial
hospitalization care.

60 days per year in
any hospital.

30 days per year.

Mandated Minimum Benelit Package

summary of state mandates op

mental health insurance coverage

PARTIAL
HOSPITALIZATION

Not specilied

Not specilied

SOdays lor partial hosp-
italization in one 12
month benelit period.
Each 2 days o( partial
hospitalization shall
reduce by lday the total
days available for other
illnesses dicing the 12
month period. Each 2
days of partial hospital-
ization care shall reduce’
by 1day ol the 65 days
available.

120 days. An exchange
exists with inpatient
benelits under the
following (1) il the
cost does not exceed
50% ol the cost ol 1
inpatient day at the
average semi-private
rate at the hospital,

2 sessions of partial
equal 1 inpatient davj
(3 if the cost/ses-
sion exceed 50% ol the
cost of an inpatient
day each session shall
equal 1 inpatient day.

U partial hospital-
ization services or a
combination ol inpatient
and partial hospital-
ization are utilized,
total benefits paid
should not exceed the
cost Or 33 days of
inpatient hospitalization.

POLICIES
OUTPATIENT COVERED
Reimbursed provided
service is provided
by facilities
licensed as outpatient
psychiatric center.

Group, Individual

Terms ol all coverage Group
to be agreed upcct be-

tveen the group policy-

holder and tie Insurer.

Under major medical Group

coverage benelits cover
outpatient services
furnished by a compre-
hensive health care
service corporation,
CMHCs. Copayment
should not exceed
50%, up to $1,000.
Deductibles shall not
differ from the
deductible amount for
any other condition

or iliness.

Alter majoc medical Group, Individual
deductible, copayment

ol 50% up to 51,000.

Additional benefits 141

to $2,(ID shall be

provided at the option

ol the *rog> policy-

‘tolder.

$1,(XD per year Group

Produced for the APA National Education Program by GLS Associates, Inc., Philadelphia, PA, September 1985.

ELIGIBLE
PROVIDERS

Psychiatrist, psychologist,
licensed outpatient
psychiatric centers.

Psychiatrist, psychologist,
licensed marriage, family
and counselor, registered
registered nine with a
musters in psychiatric
mental nursing and

years' experience in
psychiatric menul health
nursing, licensed

clinical social worker.

Psychiatrist, psychologist,
hospital or psychiatric
hospital) comprehensive
health care service corpo-
ration, a community mental
health antor or other
mental heahh clinics under
the supervision ol a licensed
psychiatrist or psychologist.

Psychiatrist, psychologist,
M5T, (uvder the supervision
0 alicensed physician

cr psychologist) in a child
guidance clinic, non-profit
community mental health
center, noo-prolit licensed
sduit psychiatric clinic
operated by an accredited
hosprtiL

Psychiatrist, psychologist,
Licensed mental heahh
prolesiicniL



TYPE OP
STATE MANDATE
CeorgLa UA
Qlinolt UA
Kansas MA
Loulsana UA
Maine UBP
Maryland UBP/UA
Massachusetts HBP
Minnesota UBP
Missouri HA
MA: Mandated Availability

BATE

1914

1973

Effective
1977

1971

1973

1913

1979

1973

1973

1980

PARTIAL

INPATIENT HOSPITALIZATION

30 days per year uvler
an individual policy
and 60 day, per year
under a group policy.

Not specified

Coverage tor inpatient
on par with physical
beneliti, but not more
than 30% deductible tor
all expense! vith an
annual limit ol the
leaser ol $10,000 or

23% ol the lifetime
policy.

Not specilied

30 days per calendar
year.

Not specilied

Benelits on par vith
those ollered lor oilier
illnesses.

Not specified

At least 30 days per
year vith a % co-
payment and a lifetime
limit ol $23,000.

$100 deductible, 30%
copayment vith an
annual limit ol
$1,000. Lifetime
limit of $23,000.

MBPi 30 days per year
In any hospital.

MA: 30 partial hosp-
italization treatment
days per year.

60 days in any hospital;
on par vith other
ilinesses.

Not specilied

Not specified Not specified

30 (Jays per year] Not specilied
01 par vith other

illnesses.

MBP: Mandated Minimum Benefit Package

OUTPATIENT

91 visits [«r year
urder an individual
policy and 30 visits
per year tnder a
group policy.

Cover lor outpatient

cn par vith physical
benelits, but not mere
than 30% deductib’* lor
all expenses vith an
annual Emit ol the
lesser ol $10,(KX) or
23% ol the lifetime
policy.

Coverage for the
tint $00 and 10%
ol the next $500
per year.

Benefits on par vith
those ollered fee other
illnesses

$100 deductible, 30%
copayment vith an
annual limit ol $1,000
Lifetime limit ol
$25,001

MBP: filer major medial
deductible copayment can
be no less than 30%.

$300 per yea;

Ail group policies
providing benelits tor
mental or nervous dis-
order treatment in a
hospital shall also pro-
vide coverage to at
least 80% ol the first
$730 per year vtuile the
insured person is not
abed patient in a
hospital

Copayment no greater
than 33% up to $1,500

or 20 sessions. Frequency
ol psychotherapy sessions
may be Emited but bene-
lits shall be available

lor at least one session
during any 7 consecutive
days.

Produced for the APA National Education Program by GLS Associates, inc., Philadelphia, PA, September 19J3.

SSH

POLICIES
COVERED

Group, Individual

Group, hdivKhsa]

Group

Group

Group

Group (MBP 4 UA)
Individual (MBP).

Group, individual

Group

Group, Individual

ELIGIBLE
PROYIDERI

Not specified

Psychiatrist, psydolcgist.

Psychiatrist, psychologist,
community mental health
center or clinic, psychia-
tric hospital

Psychiatrist, psychologist,
board certified social
social vorker In consul-
tation vith a physician.

Psychiatrist, licensed
psychologist, an accredited
public or psychiatric
hospital and community
agency under the super-
vision of a psychiatrist

or licensed psychologist.

Psychiatrist, psychologist,
social vorker.

Psychiatrist, psychologist,
licensed clinical social
social vorker, compre-
hensive health service
organization, licensed
«or accredited hospitaL
community mental heahh
center or clinic.

Psychiatrist, psychologist,
licensed or accredited
hospital, community mental
center or mental heahh
clinic approved or

licensed by authorized
state agency.

Psychiatrist, psychokgist.



STATE

Mruna

New
Hampshire

New York

Noah
Dakota

Ohio

Oregon

TYPE OF
MANDATE ~ DATE
MBP  191)
HBP 1973
MA 1977
VBP 1975
VBP 1971
UBP 1919

MA:  Mandated Availability
MBP: Mandated Minimum Benelit Package

INPATIENT

Ureter basic inpatient
expense policies,
benefits are no less
than 30 days per year.
Under major medial
policies, no less than
30days per year and
If inpatient benefits
are provided tayond
30days, the durational
limits, dollar limits,
deductibles and copay-
ments need rest be the
same as applicable to
physical illness
generally.

Benefits on pair vith
benelits for other ill-
nesses lor service ina
licensed or general
hospital. Major medial
coverage may be limited
to $3,000 per individual
and a lifetime maximum of
of $10,000, per individual
Aiiovabie days not
specified.

30 days per year ina
general or mental
hospital.

70 days per year lor

a licensed hospital.
Eadi day of inpatient
treatment shall be
equivalent to 2 days of
partial hospitalization.

Not specilied

No more than $7,300
Inany 29 consecutive
month period for in-
patient are andtreat-
ment in hospitals. No
more than $3,000 in any
29 consecutive month
period in residential
facilities. Vithin this
$3,000 limit, payment
shall be made or either
full-day supervised
residential or part-
-day treatment.

PARTIAL
HOSPITALIZATION

Not specified

Partial hospital-
ization is covered
under major medical
expenses but the
extent oi coverage
is not specified.
Allowable days not
specilied.

190 days pertial
hospitalization per
year. Benelits may
also be provided

for a combination ol
inpatient and par-
tial hospitalization
treatment.

Not specified

Part-day treatment on
an organized, formal,
regularly scheduled
basis consisting of

at least 9hours of
structured treatment
per day, for at least
9days each week. Shall
be no more than $3,000
in any 29 consecutive
period. Yithin this
$3,000 limit, payments

shall be made for either

part-day or lull-day
residential treatment.

POLICIES

OUTPATIENT COVERED
Copayment no greater
than 30% or the coin-
surance factor applic-
able (or physial ill-

ness generally, which-
ever is greater and the
maximum benefit for
menul illness, alco-
holism and drug addla ion
in the aggregate Axing
the benelit period

may be limited to not
less than $1,000.

Croup

Benelits should be at

least as favorable as

those vhich apply to the
benefits for the treat-
ment of other illnesses.
Non-major medical policies
must cover 13 hours ol care
after the first 2 visits.
AL'ovable days not specified.

Group

$700 per year deductibles
and coinsurance on par
vith other benefits.

Group

Not specilitd Group (more than 30
persons with 70% ol

group participating).

$330 per year subject to
reasonable deductibles
and copays.

Group

No more than $2,000 in
any 29 consecutive month
period.

Group

Part-day treatment less
than 9hours of treatment
per day for at least 9 days
each veek, is covered as
outpatient treatment.

Products lor the APA Nat.-nal Education Program by GLS Associates.. Inc., Fhiladelphia, PA, September 19S5.

ELIGIBLE
PROVIDERS

Psychiatrist, psychologist,
social vorker, mental
health treatment center.

Psychiatrist, psychologist,
Horsed pastoral counselor,
mental hospitals, licensed
licensed or general
hospitals, community
mental health center,
psychiatric residential
program.

Psychiatrist, psychologist,
social vorker.

Psychiatrist

Psychiatrist, psychologist,
accredited hospital or
community menul heahh
facility.

Psychiatrist, psychologist,
nurse practitioner,

clmkal social worker,
heahh facilities,
residential facilities cr
Inpatient services.



STATE

Temeuee

Vermont

Virginia

Végfirgn

v«t

Virginia

W isconsin

TYPE OF
MANDATE  DATE
MA 1979
MA 1973
HBP/UA 1973

M s

MA 1177

UBP 1973

MAr  Mandated Availabilit i
MBP, Mandated Minimum Benefit Package

PARTIAL
INPATIENT

Not mandated Not mandated

9) l'ayi per year 95 day equivalents
in a general or of active care per
memal hospital. year.

MBPi 30 days per year Not specilied

ina mental or general
general hospital includes
benefits lor drug and
alcohol rehabilitation
and treatment vith res-
pect to drug and alcohol
rehabilitation only.
There is an $30 per day
indemnity benelit and a
lifetime coverage ol

90 days.

9J days Fer year In Not specified

a memal or general
hospital) on par vith
[llnesses In a general
hospital.

Not less than the lesser of
either the cspenses of the first
JO days as an inpatient in s
hospital, or the first S7000
mmui a copayment of up to
10*V

Total inpatient and outpsfcnt treatment coversge up
quired to renev coverage

KQIPFTALCATTON

Not specified

POLICIES

OUTPATIENT COVERED

30 visits per year
copays and deductibles
on par with physical
illnesses.

Group, Individual

100%o0l the lirst 3
visits and S0% there-
after up to $300 per
year.

Group

MA: $300 per ytar vith
reasonable deductibles
and coinsurance that
are not less favorable
than physical illnesses,
except that the copay-
ment not exceed 30% up
*0$1,000 per benefit
period.

Group, Individual

30% copayment up to $300 Group, Individual
per yeas( sessions cannot
cacéed ) per year.

L'’p to SICOO mir.us a copay-
mem of up to 10S

to JTO0OO The Depanmem of Heath and Human Services is re-
imounts every three years and may recommend increases to the governor.

Produced for the APA National Education Program by CIS Associates, Inc., fhiladelphla, PA, September 191J.

mSource:

State Health Reports,
feature),

(Scecial

January 1936.

Intergovernmental

ELIGIBLE
PROVIDERS

Psychiatrist, psychologist,
community health center -
vith an approved plan

lot quality assurance,
accredited hospitals.

Psychiatrist, psychologist,
licensed mental health
professknaj, licensed
general or mental
hospitaler community
mental health centers.

Psychiatrist, psychologist,
licensed clinical social
vorker, mental heahh
treatment center.

Psychiatrist, psychologist,
licensed or accredited
general mental hos'mtal,
omprehensive health
service organisation,
community center or

Psychiatrist, psychologist,
hoSpital, residential
facility, outpatient
treatment facility.

Health Policy Project, Mo. 20
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WATKINS, SALLIE A>, DR* PIPML ACSW
Private Pntdlw

FO Box 2167, University of Alabama, Tuscaloou AL 35486

PH: (205) 752-4377TH

REGNO: 024904 CERT: LCSW, AL

PRAC; FAM; Is QR; CP

EDVC,' DSW81 U Alabama ttmwr.lly AT, M6W 2> U AUVWW,
university AL

SPEC: AD; C; GER; Gen Prac

EXPER: ?3- Ant Prof University of Alabama Birmingham; 80-83
Bryce HoiDital Social Work Supervisor; 74-77 Br«w«r-Porch
Children! Center Social Worker

Tuakcgcee luAiUutc

SMITH, ELSIE M *

Tiukegee University

808 Neal St, Tuikegee Institute AL 36088 PH: (303) 727-0214
REGNO: 006181 7
PRAC: OR: |

EDVC: MSW S7 Atlanta U, Atlanta GA

SPEC: AD; A: MIN

EXPER; 74- Dir Spec Prgm Tuskegee University; 72-74 Dir Campus
Inldliw\/igtual Development Ctr; 61-72 Outpt Soc Wkr Tuskegee Mtl
Hitl r

LCSW/AL ACSW

Waterloo

CRAVEN, DOROTHY S.*
Veterans Admir. Med Ctr
Rt 1Box 110, Waterloo AL 3J677 PH: (203) 766-5683
REGNO: 024870
FRAC: I; FAM; CP; OR
EDVC: MSW 70 U Alabama, University AL
SPEC: AD; Gen Prac
EXPER: 82- Veterans Admin Med Ctr

LCSW/AL ACSW

ALASKA

Anchorage

ANDERSEN, ELLEN M.*
US Public Health Service
2953 Drake Dr, Anchorage AK 99308 PH: (907) 26M557B
REONO: 001201
PRAC: FAM; OR
EDVC; MSW 72 U Michigan, Ann Arbor Mi
SPEC: C
EXPER; 78- Sr Soc Wkt US Public Health Service; 77-76 Soc Wkr jj*
Bureau of Indian Affairs; 75*77 Pottawattamie Child Guidance Ctr ~

ANDRELNI, MILDRED J.
Ctr for Chdn & Parinti
3J54 Stanford Drivn, An<hcm|o Alt MIOQ  Pit. (>07) 4TG-W4B
Counseling Ctr
101 E Ninth Avenue if7A, Anchorage AK 99501
PH: (967) 279-5441B
REGNO: 024144 CERT: RN. AK; RN, CA
PRAC: I; FAM; CP; OR
EDVC: MSW 82 U Houston, Houston TX
SPEC: AD; Eat Dir, Mar/Dvc; Med Con; Gun Prac
EXPER: 84- Executive Director Ctr for Chdn & PEtents; 82- Clinical
Social Worker Private Practice

BLAKE, DANIEL A *
Private Practice

1709 Bragan Suite B, Anchorage AK 99508 PH: (907) 279-3822B

REGNO: 012861

PRAC: FAM; I; OR

CDVCr Mb6\W/7J Woahtfn U/CW DrjWhn, 31 Luuio MO

E?(PE(F;: 78- Private Practice; 76-78 Ped SW Yale-NH Hosp Yale Sch

of Me

ACSW

ACSW

ACSW

NASW Register of Clinical Social W orkers— 1987

ALASKA

CAHRAHER, BARBARA SHARP*
Hamm Hospital
7231 Kiska Circle, Anchorage AK 99504 PH: (307) 338-1167
Social Service! Dept, 2801 DcBut, Anchorage AK 99308
PH: (907) 276-1131

REGNQ: 001202
PMC: is UR; FAM

EDUC: MSW 69 U Noith Carolina, Chapel Hill NC

SPEC: AD; Med Con; Dth/Dyg; Sub Ab

EXPER: 82- Soc Svc Director Humsr.a Hosp; 73-80 Clinical Soc Wkr
NC Mem Hosp; 71*72 Sr Soc WKr Queen Ella Il Hosp

CRAIG, HELEN S.
L-ugaon rsyctiauic Cundc
2303 Sprueewood, Anchorage AK 59504 PH: (907) 56M361B
REGNO: 017326
PRAC: FAM; 1
EDVC: MSW 74 U lllinois, Urtana IL
SPEC: A
EXPER: TJ- Langdon Psychiatric Clinic; 74-77 Involvement Centers
of Wisconsin; 74-74 Mattoon Community Menial Health Center

DOHRMAN, marcLE M * ACSW
DHEW.PIIS-mS
PO Box 6377, Anchorni*'. AK 99502
REGNO: 011872
PRAC: |
EDVC: MSW 68 U Denver, Denver CO
SFEC: AD
EXPER: 68- Clinical Social Worker Alaska Native Med Ctr

DUKE, VERONICA M *
Slate of Alaska
State of Alaska, 2900 Providence Drive, Anchorage aK 99508
PH; ($07) 561-1633
REGNO: 000842
PRAC: |
EDVC: MS 59 U Missouri, Columbia MO
EXPER: 72- Chf Soc Wkr Alaska Psych Inst Program Manager;
70-72 Psych Soc Wkr Alaska Psych Inst; 56-60 Psych Soc V/kr State
of MO

ECKRICH, SHERRY*
Dlv of Fam 8 Youth Svc
6301-A Donnn Drive, Aneborage AK 99504 PH: (907) 337-0879
REGNO: 027288
PRAC: !: CP; OR; FAM
EDVC: MSW 76 Washgtn U/OW Brown, Si Louis MO
SPEC: AD; Fam Vio; Gen Prac; Mar/Dvc; Med Con
EXPER: 85 Social Worker Div of Fam & Youth Svc; 83-85 Psych
Providence Hospital; 78-82 Psych Malcolm Bliss Mtl Hith Ctr

CARVIN JOHNf DR
Good (;oimiClI'ng
2008 East 38th Avenue, Anchorage AK 99508
REGNO: 020429
PRAC: I; TPt fiB; PAM
EDVC: PhD 76 U Pittsburgh, Pittsburgh PA; MPH 73 U Pittsburgh,
Pittsburgh PA; MSW 71 U Pittsburgh, Pitmburph-PA
SPEC: A; AD; Chd/ Sex Ab; Dth/Dyg; Oen Prac
EXPER: 86* Director GooJ News Counseling of Alaska; 84-06
Director Samaritan Counseling of Alaska; 75-84 Director Alaska
Childrens Services Executive

GIN, ROBERT G.*
Alaska Slate Sch for the Deaf
Alaska State Prgm for Deaf, 1729 Sunrise Dr, Anchorage AK 9950S
PH; (907) 277-9810
LSGNO: 001006
PRAC: I; GR; FAM
EDVC: MSW 62 U Michigan. Ann Arbor MI

SPEC; C; A; AD; Gen Prac; Med Con .
WAIT./5; rs*'sec 3vg spec Aiasxa o.tate ocf) tor tne Dealij *,'0-73 .soc

WKk. Alaska Chdns Svc Ctr for Chdn & Parents; 66*70 Dir
Therapeutic Svc Jesse Lee Home

ACSW

ACSW

PH: (907) 694-2207

ACSW

ACSW

ACSW

PH: (967) 561-47998

ACSW

©)
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Eagle River
A/ JONES, DOROTHY M,, DR* LCSW /CA* ] r

JL
I\

"k

V-

/-

Private Practice

Star Rt Box 5203. Eagle River AK 99577

Private Practice

2221 £ Northern Lights Blvd, #204. Anchorage AK 99508

PH: (907) 277-0201

REONO: 018302

PRAC: I’ FAM

BDUC: DSW 69 U California, Berkeley CA; MSW 61 UCLA, Los

Angeles CA

SPEC.- A

EXPER: 83- Private Practice; 80-83 The Collective A Feminist

gherapy Center; 77-80 Alaska Womens Resource Center Therapy
rgm

LEMERY, EUGENE F,
Dept of Amy
Box 3020, Loveland Circle, Eagle River AK 99577
PH; (907) 862-9190
REGNO: 009371
PRAC: FAM
EDUC: MSW 63 U Utah. Salt Lake City UT
SPEC: C; AD
EXPER: 82* ADCO CPC Fort Richardson AK; 75-81 So: Wkr VA
Center Hot Springs SD; 67-75 Psych Soc Wkr MO Div Mtl Hith

PUGH, RICHARD G.* CCSW/UT*
USAF
3366 Kantlshna Dr, Eagle River AK 99577  PH: (907) 552-4732
REGNO: 023821
PRACIi I* CP* FAM
EDIIC: MSW 76 Castleton St Col. Castleton VT
SPEC: AD; A; Mar/Dvc; Fam Vio; Chd/ Sex Ab
EXPER; 85- Elmendorf USAF Regional Hospital

PH: (907) 694-205SH

ACSW

Fairbanks

LUNDQUI1ST, BEVERLY A *
Private Practice
1510 Jennifer Drive, Fairbanks AK 99709 PH: (907) 45546302
REGNO: 019799
PRAC: I; FAM; OR; CP
EDUC: MSW 80 Smith Col, Northampton MA
SPEC: AD; A; C; Gen Prac; Chd' Sex Ab
EXPER: 85- Supervisor Resource Ctr for Parents & Children; 84-
Private Practice; 81-84 Clinician Fairbanks Comm Mil Hith Cir

MATTALNI, MARK A.*
Private Practice
1737 University Ave G43, Fairbanks AK 99709
PH: (907) 479-4168B
REONO: 021753
PRAC: GR; I; FAM; CP
EDUC: MSW 78 U Utah, Salt Lake City UT
SPEC: MIN; A; AD; Oen Prac; Sub Ab
EArex: 54- consultant Applied bghavioral Ecology; 83-85 Director
Memat Health lanana uuets; so-62 Director Autism Teaching

Center

PATRICK-RILEY, COLLEEN C.*
Fairbanks Counseling & Adon, PO 3ox 1544 222 Front St,
Fairbanks AK 99707 PH: (907) 456-4729B
REGNO: 019153
PRAC: FAM; I; CP; GR
EDUC: MSW 79 U Washington, Seattle WA
SPEC: C; AD; Chd/ Sex Ab; Mar/Dvc; Gen Prac
EXPER: 83- Director Fairbanks Counseling & Adoption; 79-83 Social
Worker Jesse Lee Home AK Chdns Svcs

8COLLAN, ELIZABETH L.*
Fairbanks CMUC/Prlv Prac
PO Box 82326, Fairbanks AK 99703  PH: (907) 452-1375B
REGNO: 022393
PRAC: I; FAM; CP; GR
EDUC: MSW 80 Tulane U, New Orleans LA

WI«@%@H& rﬂ%ifé*f‘& %‘Hl’l%rm Abuse Specialist

Fairbanks CMHC; 81-84 Director Treatment Hospitality House

ACSW

*7>

AGSwW
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*L$APP, CAROLYND.*

ACSWV/BRONSTON, SHIRLEY N.*

u~7C~MCMILLAN, PAMELA A,

ACSWYFOYOUROW, MARVIN S.*

ALASKA

STORTZ, LIBBY FINESMTTH* CSWINY ACSW
Private Practice
PC Box 83003 College, Fairbanks AK 99708 PH: (907) 4S5-6675B
REGNO: 019391)
PRa C: I; CP; FAM; OR
EDUC: MSW 77 Columbia U, New York NY
SPEC: A; C; Mar/Dvc; Gen Prac; Chd/ Sex Ab
EXPER: 84- Clinical Social Worker Private Practice; 80-84 Counselor
Resource Ctr Parents & Children; 77-80 Organizer NYC Commission
Human Rights
WOODS, PAMELA W. ACSW
Palrbanka Counseling & Adop
PO Box 734H. Fairbanks AK 59707
REGNO: 027859
PRAC: FAM; I; CP; GR
EDUC: MSW 82 U Washington, Seattle WA
SPEC: AD; A: Chd/ Sex Ab; Mar/Dvc; Gen Prac
EXPER: 36- Clinician Fairbanks Counseling & Adoption; 82-83
Clinician Fairbanks Community Mental Health; 82-82 Lecturer Dept
of Psych Unlv of .Alaska

Kodiak

PH: (907) 488-3948B

FIELDS, DONALD K.* ACSW
Kodiak Is Mental Health Ctr
K) Box 2593, Kodiak AK 596)5 PH: (907) 486-5742B
REGNO: 022566
PRAC: I; CP; FAM; GR
EDUC: MSSW 75 U Missouri. Columbia MO
SPEC: AD; A; Gen Prac, Mar/Dvc; DIh/Dyg
EXPER: 75- Clinician 11l Kodiak Is Mental Health Ctr
ACSW

Kodiak Island MI1C

1515 Lynden. Kodiak AK 99615 PH; (907) 486-3386H

316 Mission Rd *P119. Kodiak AK 99615 PH: »9G7) *86-57423
REGNO: 022251

ERAC: L_ EAMuGB4XE

EDUC; MSW 70 Va Commonwealth U, Richmond Va

SPEC: C; A; AD; MIN; Sub Ab

EXPER; 83- Psych Soc Wkr Kodiak island MHC; 78-83 Forensic
Soc Wkr St Elizabeth Hospital

Nome

LSCSW/KS* ACSW
Private Practice

490 Front Street, Nome AK 99762
REGNO: 002734

PRAC: I; FAM; GR

EDUC: MSW 6a U Kamas, Lawrence KS

EXPER: 81- Clinician Norton Sound Family Svcs; 75- Private
hiauiee wtih Psychiatric cnsii: 7:-70 Private practice shawm

Mission X3

PH: (907) .*43-2133

\ ) ACSW
Private Practice

Dox 1165, Norr.C AK 99762  PH: (907.) 413-28553

REGNO: 017001

PR1C; I; GR

EDUC: MSW 69 U Utah, Salt Lake City UT

SPEC: AD; Ale Ab

EXPER: 79- Private Practice; 76-78 Director Wrangell Offlca
Oateway Mil Hiltis; 72-78 Therapist Alaska Psychiatric Institute

ACSW
352 E Third St Cox 699, Nome AK 99762 PH; t907) 443-5206
REGNO: 024538

PRAC: FAM; GR; CPU
EDUC: MSSW 57 Columbia U, New York NY

.Bf; AD:; Gen Prac; MarDvc; Sub Ab .
- " Clinician I1tI"Morton Sound CM HC Jl.ime AK: BS-
rilvatc Tiouliwe Ovconvlfw ctllilu Wume a K, 52-54 LUriCtOr
Extended Cure SE CO Fam/MHC
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I. INTRODUCTION

This It the latent In & series of reports ftora the National
Association of Social Worken (NASW )on our coatlnu-
Ing effort* to achieve recognition of the profeieiontl
social worker as an Independent heehh-ttrt provider
who«e charge* for treatment sendees are relrabwxable
by all private and public health-care Insu:«?j, This 1987
Vendorshlp Report seeks to pmvtd™* «jrt«iur« of ti* *tu-
rent status of these efforts and an overview of the com*

plexities of third-party payment as It pertains to aodal
workers.

Reducing costs while enhancing Quality of care isa ma-
jor Issue now affecting every component of the health/
mental health delivery system, including social work ser-
vices. Social workers must be more conscious of and
knowledgeable about the actual service delivery costs of
their Interventions as well as more alert to the cost-
benefit Implications of the provision of sodai wort ser-

vices In the larger context of overall expenses for health/
mental health <-«e.

As more health Insurance policies Include mental health
benefits, and as budgets for agencies decrease, cfinical
social workers In all settings are steadily exploring with
clients the use of health insurance to help defray the cost

Introduction

of clinical social work services, The use of insurance

payment! (also called "ihlrd-party payments”) is thus
of vital Interest to all clinical social workers.

A further issue Is societal recognition of social workers
&a fully Himlifud prof*«3ionftl» who yiuviUc the out* ot

mental health services in the United States, hut who too
frequently are devalued or are seen as legitimately prac-
ticing only when under a physician's supervision. This
misapprehension Is fostered by other professionals who
perceive clinical social workers as competitors for clients
and dollars. Thus, the struggle for professional recogni-
tion is tied to the struggle for independent mental health
provider status,

The Information contained in this report will be useful
to socicl work practitioners, agency administrators,

JOcial Work Students, and NASW mecmbceri currently
WOfkine to nchleue full recognition of profciiluiiud

social workers. Efforts are being rewarded through suc-
cessful legislation and regulation at the federal and state
levels, through more knowledgeable consumers, and
through successful negotiatlons-with representatives of
the insurance Industry to recognl2c social workers.
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. GENERAL PERSPECTIVES

A. On Third-Party Reimbursement

flhnrging fa>t for =ntc*> it common practice In tociflj
work asencies. The contract for payment, whether ver-
bal or written, li usually between (he agency and the
client recipient of the service. With the advent of major
medical insurance protection in the 1950s and the emer-
gence of federal health-care programs such as Medicare
In the 1960s, many persons receiving treatment for emo-
tional and mental illnesses became eligible for reim-
bursement of alt or part of the cost of treatment received
from approved health-care providers. Some states have
recenly enacted legislation requiring health Insurance
contre-ts to Include coverage for mental health, This is
usually for a specific amount and is called "mandated”
mental health coverage (see section D below). Some
employers, consumers, and unions also Insist on cover-
age for emotional and mental iliness and substance
abuse in insurance contracts. In spite of this progress, by
1987 most health insurance contracts and many federal
health-care programs do not provide benefits for the
treatment of emotional or mental illnesses or substance
abuse. Moreover, few of the contracts and programs
that do provide such benefits recognize clinical social
workers as qualified providers of treatment whose fees
for service can be reimbursed,

When a client has insurance coverage for mental Iliness,
the policy usually requires that the client pay a certain
amount before the insurance is activated. This Iscalled a
"deductible™ and may vary from f30 to S500, depend-
ing upon the polky. After the deductible has been met,
the insurance pob'cy will reimburse the client for a pro-
portion of the fees charged. This proportion varies from
policy to policy but usually is JO percent to 80 percent of
the fees charged, Sometimes there is a maximum allow-
able amount for a particular service. For extunple, if the

policy pays 50 percent of an allowable fee of 540 per visit
after the deductible has been met, then the company will

reimburse the client S20 for each visit. If the charge Is
5J0 per hour, the client must pay $30 per hour to make
up the total of $50. The amount the client pays is re-
ferred to as a "copayment.”

Insurance companies issue policies which specify the ser-
vices and service providers they will cover. They may
also specify an upper limit to the total amount they will
pay, and restrict the number of therapist visits for which

thev will oav wr week or per vear. It Is therefore impor-
tant to encourage the client to scrutinize the Insurance

policy In order lo clearly understand entitlements and
limitations. It Isalso important to remember that the in-
surance reimbursement is to the client, and only if bene-
fits can be and are assigned, will reimbursement checks
go directly to the social worker or agency.

Three factor* need to be considered in attempting to
determine if adiem laeligible {or reimbursement. They
are; IT) Is the cheat Incur™H 10l the Ir»atm»m of tho
diagnosed lliness? (2) Are social workers recognized S
qualified provider* under the state's insurance laws, the
specific Insurance contract, or the regulations pertaining
to the federal program? (3) Does the provider meet the
criteria established by the state, or social work profes-
sional association, or Insurance contract for recognition
as a clinical sodai worker? The answer to all three ques-

tions must be affirmative for the insured person to
quailiy for reimbursement in accordance with the condi-

tions of the contract or program.

3. On Securing Recognition

There are four bask methods for securing recognition of
clinical social workers as approved providers fjr reim-
bursement under health insurance contracts. They are:
(1) mandated recognition of the profession by slate or
federal legislation; (2) voluntary tecognilion by the in-
surer; (3) demand for inclusion by the purchaser of the
contract; and (4) a negotiated demand by consumer
representatives (sach 3J labor unions).

Each of these methods requires that supportive informa-
tion be amassed by the clinical social work advocute(s)
and that appropriate decision makers be convinced that
recognition of clinical social workers is a decision that
will benefit their constituents.

The process will be much the same whichever population
is selected as the immediate target. Success will require
fact-finding, the designing of an effective presentation,
and the building of an appropriate political support
base, flecosnitlon via slate cr federal lesidatlon is mn«r
effective since it affects all of the people under that enti-
ty's specific jurisdiction. State licensing at the independ-
ent clinical practice level is considered a prerequisite for
effecting an amendment to the state's insurance code to
Include social workers as qualified mental health pro-
viders (a vendorship law). Social work licensing and ven-
dorship aws al the state level are more effective than in-
dividual negotiation with hundreds of insurers, employ-
ers, and consumer groups. Successful vendorship efforts
depend upon building a broad political support base;
»haf to, rI*v.»li->png Acoalition of social work and oon
sumer groups.

The NASW national office provides basic background
information, d»tt, and resources to assist in the design-
ing of an affective strategy. Ongoing consultation is
available to NASW members and state chapters.

Professional Social Work Recognition



