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government in a state and certified or eligible for c e r t i f i c a t i o n  

in psychiatry b y  the A m e r i c a n  Board of P s y c h i a t r y  and Neurology;

(C) a psycho logist or p s y chologi cal a s s o c i a t e  l i c e n s e d  

b y  a state;

(D) a p erson who works in a c o n s u l t i n g  r e l a t i o n s h i p  

w i t h  a mental h e a l t h  care provider licensed b y  a state and has a 

master: 1 ctoral degree in psychology, nursing, or social

work; or

(E) a clinical social w orker w h o  is

(i) licensed or cert ified as a clinical social 

w o rke r b y  a state; or

(ii) certified b y  a n a t i o n a l  p r o f e s s i o n a l  o r g a­

nization offerin g certification of clinical social workers;

(10) "ou tpatient treatment" means treatment that is not

inpatient treatment and that is provided

(A) in the outpatient department of

(i) a hospital that is licensed u n d e r  AS 18.20 or 

that is specifically exempt und er AS 18.20.020 f r o m  the

licensing requirements of the state;

(ii) a hospital that is located in a n other  state 

and that is either licensed or specif i c a l l y  exempt f r o m  the 

licensing requirements of that state; or

(iii) an entity that is d esignated  by the D e p a r t­

ment of H e a l t h  and Social Services as an o r g a n i z a t i o n a l  unit  

in a geograp hical area to r e ceive  funds under AS 47.3 0.520 - 

47.30.620; and

(B) by one or more of the following:

(i) a psychiatrist w h o  is licensed b y  a state as

a physician and certified, or eligi ble for certification, in
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psychiatry b y  the A m e ric an Board of P s y c h i a t r y  a n d  N e u­

rology;

(ii) a p h y s i c i a n  who is e m p loyed by the federal

government in a state and certified or e l i gible for c e r t i­

fication in p s y c h i a t r y  by the Ameri c a n  Board of P s y c h i a t r y  

and Neurology;

(iii) a p s y chologist  licensed by a state;

(iv) a p e r s o n  w h o  works in a co nsul t i n g  r e l a t i o n­

ship with one or m o r e  licensed mental h e a l t h  care pr oviders 

licensed by a state and has a masters or doctoral degree in 

psychology, nursing, or social work, and is e m p loy ed b y  the 

same health care facility providing treatment; or

(v) a clinical social w o r k e r  w h o  is l i c e n s e d  or

certifie I as a clinical social w o r k e r  b y  a state or c e r­

tified by a n a t i o n a l  professional o r g a n i z a t i o n  offering 

certification of clinical social workers.

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

(d ) Except to the extent necessary to co mply w i t h  A S  2 1 . 4 2 . 3 6 5, 

a [A] person m a y  not practice or permit un fair di scri m i n a t i o n  against 

a p e rson who provides a service covered u nder a group disability 

p o l i c y  that extends coverage on an expense incurred basis, or un der a 

group service or indemnity type contract issued b y  a n onpr o f i t  c o r p o­

ration, if the service is w i t h i n  the scope of the provider's o c c u p a­

tional license. In this subjection, "provider" m eans a state licensed 

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

midwife, naturopath, physical therapist, or occupa t i o n a l  therapist.

Sec. 3. AS 21.87.340 is a m e n d e d  to read:

Sec. 21.87.340. O T H E R  PROVISIONS APPLICABLE. In addition to the

provisions contained or r e f e r r e d  to previo u s l y  in this chapter, the
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following chapters and p r o v i s i o n s  of this title also apply w i t h  r e­

spect to service corp orations to the extent a pplicable and n ot in

conflict w i t h  the express provis i o n s  of this chapter and the r e a s o n­

able implicationb of the express provisions, and for the purpos es of

the application the c o r po rations shall be considered to be mutual 

" i n s u r e r s " :

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09, except AS 21.09.090

(4) AS 21.18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS 21.18.120

(8) AS 21.21.321

(9) AS 21.36

(10) AS 21.69.400

(11) AS 21.69.520

(12) AS 21.69.600, 21.69.620, and 21.69.630

(13) AS 21.78

(14) AS 21.90

(15) AS 21 .42.345 - 21 42.365 [AS 2 AND 21 .42.355]

( i M  AS 21.89.040

(17) AS 21.89.060.

* Sec. 4. AS 21,42.365, enacted by sec. 1 of this Act, applies to group 

di s a b i l i t y  insurance policies and h o s p i t a l  or medical service subscriber 

contracts entered into or r e newed on or after January 1, 1989.
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O f f e r e d  in the H O U S E  By Collins

TO: HCS CSSB 6 7 (Judiciary)

Page 1, line 29:

D e l e t e  "20"

Insert "50"

f p f o l s
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A M E N D M E N T

TO: CS SB 6 7 (HESS)

Page 1, line 16:

D e l e t e  "shall offer"

I n s e r t  "must provide"

i
D e l e t e  "an option to receive"

Page 1, line 22, after "50":

Insert "hours of"

Page 1, line 24:

De l e t e  "offering"

I nsert "providing"

Page 1, line 29 through page 2, line 3:

De l e t e  all material.

Reletter the following subsection accordingly.

Page 3, line 10:

D e let e "in"

Insert "through"



O f f e r e d  in the HOUSE

TO: HCS CSSB 67(HESS)

By G r u e n b e r g

Page 3, line 9, after "Providers;":

Insert "the A m e r i c a n  A s s o c i a t i o n  for M a r r i a g e  and F a m i l y  T h e r a p y ; "

- 1 - 4/20/88
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Ford

A M E N D M E N T

O f f e r e d  in the HOUSE

TO: HCS CSSB 0 7 (HESS)

By Barnes

P a g e  3, line 9, a.4 ir "Providers;":
Insert "the Ame rican A s s o c i a t i o n  of Past oral C o u n s e l o r s ; "
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A M E N D M E N T

O f f e r e d  in the H O U S E

TO: H C S  C S S B  67(HESS)

Page 1, a f t e r  line 27:

I nsert a n e w  subse ction to read:

"(c) N o t w i t h s t a n d i n g  (a) of this section, if the i n s ured or 

s u b s c r i b e r  is an employer w h o  e m p l o y e d  fewer than 20 permanent, f u l l­

time e m p l o y e e s  for each w o r k i n g  day d u r i n g  each of at least 20 c a l e n­

dar w o r k w e e k s  in either the current c a l e n d a r  year or the p r e c e d i n g  

c a l e n d a r  year, the insurer, hospital, or m e d i c a l  service c o r p o r a t i o n  

is n o t  r e q u i r e d  to provide the c o v e r a g e  spec ified in (a) of this 

s e c t i o n  to the insured  or subscriber but shall offer that c o v era ge to 

the i n s u r e d  or subscriber as optio nal covera ge."

R e l e t t e r  the f o l l o w i n g  subsection accordingly.
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FISCAL NOTE

More A laskans  would be a b l e  to  o b t a i n  needed menta l  h e a l t h  s e r v i c e s  as a r e s u l t  
o f  passage o f  t h i s  b i l l .  These s e r v i c e s  c ou ld  be p rov ided  by the pub l i c  o r  
p r i v a t e  s e c t o r .  The Department o f  Hea l th  & S o c i a l  S e r v i c e s  is  unab le  to 
e s t im a t e  how much revenue would be gene ra ted  by the pub l i c  s e c t o r  (A laska 
P s y c h i a t r i c  I n s t i t u t e  aM  gran tee  community menta l  h e a l t h  c e n t e r s )  because 
consumpt ion p a t t e r n s  mig. . t s h i f t  i f  peop le  c ou ld  access the p r i v a t e  s e c t o r .

Pace 2 of f'
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a.ii 67 .
R E Q U E S T :  Publish Date :  3 r * . __________
Revision Date:  ___________________________Agency Affected: ______________ __
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FUNDING: (Thousands of Dollars)
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ITTIAI. - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY
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A N A L Y S I S  : (A ttach a separate page if necessary)
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Prepared by: Deborah K. Smith   Phnne • >65-3370
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Distribution (by preparer):
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FISCAL NOTE

Payments t o  the  A la ska  P s y c h i a t r i c  I n s t i t u t e  f rom 3rd p a r t y  i n su r a n c e  a r e  
e s t im a t e d  t o  i n c r e a s e  as a r e s u l t  o f  t h i s  b i l l .  Community Menta l  H e a l t h  
C en te r s  c ou ld  e xp ec t  a d d i t i o n a l  r evenue  f rom  3 rd  p a r t y  pa yo rs  a l s o .  Da ta 
i s  n o t  a v a i l a b l e  f r om  t h i s  D i v i s i o n  t o  c a l c u l a t e  the  p o t e n t i a l  i n c r e a s e  in 
re.venue. C u r r e n t l y ,  40% o f  o u r  c l i e n t s  have some fo rm o f  i n s u r a n c e .

page 2 o f  2
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D E P A R T M E N T  O F  A D M I N I S T R A T I O N
DIVISION OF RETIREMENT & BENEFITS 
PLEASE REPLY TO:
□ P.O.BOX CR

JUNEAU, ALASKA 99B11-0203 
PHONE: (907)465-4460

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

• P u b lic  E m p lo y e e s ' R e tire m e n t S y s te m  
T e a c h e rs ' R e tire m e n t S y s te m  

J u d ic ia l  R e tire m e n t S y s te m  
E le c te d  P u b lic  O ll ic e rs  R e tire m e n t S y s te m  

N a tio n a l G u ard  R e tire m e n t S y s te m  
Territorial R e tire m e n t S y s te m  

R e t ir e e s ' V o lun tary  D en ta l V ision  A udio  P la n  
S u p p le m e n ta l  B e n e f its  S y s te m  

G .o u p  H ea lth /L ite  In su ra n c o  B e n e f its  
D e te rred  C o m p e n s a tio n  P la n  

P u b lic  E m p lo y ers  S o c ia l S e c u ri ty  C o n tr ib u tio n s

STEVE COW PER, G O V ERN O R

Feb rua ry  1 2 ,  1988

The Hono rab le  N i i l o  Kooonen 
The Hono rab le  Johnny E l l i s  
Co -Cha i rmen ,  H e a l t h ,  Educa t ion ,
S o c i a l  S e r v i c e s  Committee 
P .O .  Box V 
Juneau ,  AK 99811

Dea r  R e p r e s e n t a t i v e s  Koponen and E l l i s :

Re: House CSCSSB 67 (HESS)
( 2 / 9 / 8 8  D r a f t )

In acco rdance  w i th  AS 2 4 . 0 8 . 0 3 6 ,  I am p r o v i d i n g  an a n a l y s i s  below on House 
CSSB 67 (HESS ) .  The a n a l y s i s  in c lud e s  the  l o n g - t e rm  and s h o r t - t e rm  c o s t s  
t o  the  s t a t e  i f  th e  b i l l  i s  adopted and the  impact the b i l l  w i l l  have on 
the  a c t u a r i a l  soundness o f  the  P u b l i c  Employees'  (PERS) and Teache rs '  
(TRS) R e t i r em en t  Systems fu nd s .

The f i n a n c i a l  impact shown in t h i s  l e t t e r  r e p r e s e n t s  the  c o s t s  t o  
emp loye rs  p a r t i c i p a t i n g  in the  s t a t e ' s  r e t i r e m e n t  p l a n s  due t o  the 
i n c r e a s ed  l i m i t s  o f  coverage f o r  mental  o r  ne rvous  c o n d i t i o n s  under  the 
r e t i r e e ' s  h e a l t h  p l a n .  In a d d i t i o n  t o  the  c o s t s  t o  the  s t a t e ' s  o p e r a t i o n  
budget  o u t l i n e d  on the  f i s c a l  n o t e ,  t h i s  b i l l  i s  e s t im a ted  t o  r e s u l t  in a 
.20% i n c r e a s e  in the  PERS emp loye r  c o n t r i b u t i o n  r a t e  and a .15% in c r e a s e  
in the  TRS emp loye r  c o n t r i b u t i o n  r a t e  and a .15% in c r e a s e  in  the  TRS S t a t e  
Match c o n t r i b u t i o n  r a t e  in  FY 8 9 .  The e s t im a ted  FY 89 p a y r o l l s  a r e  l i s t e d  
below and a r e  assumed to  remain l e v e l  each y e a r  t n e r e a f t e r .
The c o s t  o f  $ 1 , 0 3 4 . 6  i s  c a l c u l a t e d  as f o l l o w s :

The i n c r e a s e  in  the PERS c o n t r i b u t i o n  r a t e  
( . 2 0% )  t imes  the  e s t ima ted  FY 89 s t a t e  PERS 
p a y r o l l  ( $ 4 7 9 , 5 4 9 , 8 7 2 )  e q u a l s :

The i n c r e a s e  in the TRS c o n t r i b u t i o n  
r a t e  ( . 1 5% )  t imes th-- e s t im a ted  FY 89 
U n i v e r s i t y  o f  A la ska  TRS p a y r o l l  
( $ 4 4 , 7 5 3 , 8 6 3 )  e q u a l s :
The i n c r e a s e  in the TRS c o n t r i b u t i o n  r a t e  
( . 1 5% )  t imes the  e s t ima ted  FY 89 Department 
o f  Educa t ion  TRS p a y r o l l  ( $ 5 , 6 1 3 , 9 3 0 )  e q u a l s :

$ 1 , 0 3 4 . 6

$ 9 5 9 . 1

6 7 . 1

8 . 4

Note: Please Include Your Social Secunty Number In All Correspondence & Requests Concerning Your Bene'-ts.



M ess rs . Koponen & E l l i s - 2 - Feb ru a ry  1 2 , 1988

In a d d i t i o n  t o  the  s t a t e  c o s t s  d e s c r i b e d  above ,  t h e r e  would a l s o  be an 
i n c r e a s e  in  p o l i t i c a l  s u b d i v i s i o n s '  FY 89 c o n t r i b u t i o n  r a t e  o f  .20% and in 
s choo l  d i s t r i c t s '  c o n t r i b u t i o n  r a t e  o f  .15%. Th is  would r e s u l t  in an 
i n c r e a s e  i n  t h e i r  annua l c o s t s  as f o l l o w s :

The i n c r e a s e  in  the  PERS c o n t r i b u t i o n  r a t e  
( . 2 0% )  t imes the  e s t im a ted  FY 89 p o l i t i c a l  
s u b d i v i s i o n  p a y r o l l  ( $ 3 2 9 , 7 4 4 , 3 3 3 )  e q u a l s :  $ 6 5 9 . 5

- The i n c r e a s e  in  the  TRS c o n t r i b u t i o n  r a t e  
( . 1 5% )  t imes the  e s t im a ted  FY 89 schoo l  
d i s t r i c t s '  p a y r o l l  ( $ 3 1 9 , 8 8 2 , 3 4 4 )  e q u a l s :  $ 4 7 9 . 8

A lthough t h e r e  would no t  be an adve r s e  impact on the  a c t u a r i a l  soundness 
o f  th e  PERS and TRS funds i f  t h i s  b i l l  becomes l aw ,  the  unfunded l i a b i l i t y  
w i l l  i n c r e a s e  by $ 3 , 0 9 8 , 0 0 0  and the  f u nd ing  r a t i o  w i l l  dec rease  by .3% in  
the  PERS, and the  unfunded l i a b i l i t y  w i l l  i n c r e a s e  by $ 1 , 8 2 6 , 0 0 0  and the 
f u nd ing  r a t i o  w i l l  dec rea se  by .2% in the  TRS.

$ 1 , 1 3 9 . 3

S i n c e r e l y ,

R obe r t  F. S t a l n a k e r  
Ac t ing  D i r e c t o r

RFS/bb/7



STATE OF ALASKA
1980 LEGISLATIVE SESSION

B i l l  V e rs io n :
P u b lis h  u a te :

Work Draft 
HCSCSSBS7{HESS)

REQUEST:
FISCAL NOTE

R e v i s i o n  D a te : _________________________
T i t l e :  An Act relating to insurance 
coverage for mental ai:d nervous disorders.
Spon so r :  Faiks and Keritula 
Reque s to r :

Agency A f f e c t e d :  ah Agencies 
BRU: Retirement and Benefits

Components:  Retirement and Benefits 
(CHLB)

EXPFNDITURES/REVENUES: (Thousands o f  D o l l a r s )
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LWID & STRUCTURES
CRANTS, CLAIMS
MISCELLANEOUS

0 0 532.8 532.8 532.8 532.8
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 532.8 532.8 532.8 532.8

CAPITAL j 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands o f  Do l l a r s )
GENERAL FUND 0 0 481.6 481.6 481.6 481.6
FEDERAL FUNDS 0 0 24.5 24.5 24.5 24.5
OTHER 0 0 26.7 26.7 26.7 26.7
TOTAL 0 0 532.8 532.8 532.8 532.8

POSITIONS:
FULL-TIME 0 1 0 0 0 0 0
PART-TIME 0 1 0 0 0 0 0
TEMPORARY 0 1 0 0 0 0 0

ANALYSIS: (A t t a ch  a s e p a r a t e  page i f  n e c e s s a r y )

P repa red By: Robert F. Stalnaker, Acting Director Phone: 465-4470
D iv i s iC i i :  Retirement and Benefits Da te :  2-11 -68

Approved by Commiss ioner :  John M. Andrews_____________Date :
Agency: Department  o f  A dm in i s t r a t i o n __________________
D i s t r i b u t i o n  (by p r e p a r e r ) :

L e g i s l a t i v e  F inance 
L e g i s l a t i v e  Sponso r  
Reques to r
O f f i c e  o f  Management and Budget
Impacted A gen c y ( i e s )  Page  o f  _J_

-.ev : 1 /1 1 /8 7  15/ 6KP/0211-02
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A n a l y s i s :

House Committee S u b s t i t u t e  f o r  Senate  B i l l  67 
( 2 / 9 / 8 8  D r a f t  V e r s i o n )
F i s c a l  Note A n a l y s i s  

P repa red  by D i v i s i o n  o f  Re t i r em en t  & B e n e f i t s  
Department o f  A dm in i s t r a t i o n

Feb rua ry  1 1 ,  1988

Th is  b i l l  would r e q u i r e  would r e q u i r e  in c r e a s ed  l i m i t s  
o f  cove rage  f o r  menta l  o r  ne rvous d i s o r d e r s  under the 
s t a t e ' s  h e a l t h  p lans  f o r  a c t i v e  employees o f  the s t a t e  
and r e t i r e e s .

Th is  b i l l  i s  e s t ima ted  t o  r e s u l t  in a S 3 . 7 0  pe r  month 
i n c r e a s e  in  Hea l th  In su rance  c o s t s  o f  an e s t ima ted  
1 2 , 0 0 0  s t a t e  employees e f f e c t i v e ;  J u l y  1 ,  1988 .  The 
c o s t s  a re  assumed t o  remain l e v e l  each y e a r  t h e r e a f t e r  
because the s t a t e  does no t  y e t  have any expe r i e nce  
a n a l y s i s  t o  i n d i c a t e  t h a t  c o s t s  w i l l  i n c r e a s e  a n n u a l l y  
f o r  t h i s  a d d i t i o n a l  b e n e f i t ,  and i t  i s  a sma l l  p o r t i o n  
o f  the  t o t a l  Hea l th  In su rance  package.

The FY 89 e s t ima ted  c o s t  f o r  a c t i v e  s t a t e  employees i s  
c a l c u l a t e d  as f o l l o w s :

The i n c r e a s e  o f  £ 3 . 7 0  pe r  month 
h e a l t h  c o s t  t imes the number o f  
s t a t e  employees ( 1 2 , 0 0 0 )  5 5 3 2 , 8 0 0

A dd i t i o n a l  c o s t s  r e f l e c t e d  in in c r e a s ed  emp loye r  
c o n t r i b u t i o n  r a t e s  in the P u b l i c  Employees' (PERS) and 
Teacne rs '  ( 7 RS) Re t i r emen t  Systems a r e  d i s cu s sed  in  a 
se pa ra t e  l e t t e r  t o  R e p r e s e n t a t i v e s  E l l i s  and Koponen.



F e b r u a r y  2 9 ,  1 9 8 8

Representative John Sund 
House Judiciary Committee 
Alaska State Legislature 
P.O. Box V, (MS 3100) 
Juneau ,Ak. 99811

Dear Representative Sund:

Recently I sent a P.O.M. regarcKng S B c o n c e r n i n g  mandatory insurance/ for 
mental health problems. The worcTiTTg" of the bill needs to be changed because it 
presently focuses on service providers with Master's de^rees__in_Psy-e'nology, 
Social Work, or Nursing. Therefore, many other appropriate and Qualified 
individuals are excluded from said insurance reimbursement. Ideally, there 
neeos to be licensing for Master's level mental health therapists, so that the 
insurance bill could read that "any licensed provider" could be eligible for 
reimbursement. However, since there is no such licensing, the bill needs to 
include language such as "an equivalent degree" to assure that providers of 
services with Master's in Counseling, Marriage and Family Therapy, or similar 
degrees would be covered as well as those with Psychology, Social Work, and 
Nursing. It is not at all reasonable to focus on only three degrees as many 
other mental health providers are highly trained and appropriate therapists 
also.

I would appreciate your attention to this matter.

Sincerely,

u
Vivian C. Finlay, M. Ed.,
Marriage, Family and Child Therapist.

P.O. Box 872433, Wasilla, Ak. 99687

cc: Senator Kerttula
Representatives: Fran Ulmer

Sam Cotten
Max F. Gruenberg, Jr.
Mike Navarre 
Ramona L. Barnes 
Robin L. Taylor

M R  0 A

f

AkAMFT



F e b r u a r y  2 9 ,  1 9 8 8

Senator Kerttula 
Alaska State Legislature 
P.O. Box V 
Juneau, Ak. 90811

Dear Senator Kerttula:

As a follow up to my phone conversation with Matt Fishel in your Wasilla office 
I would like to express my support for Senate Bill 423 which would provide for 
certification for Marital and Family Therapists. I believe that a hearing is
needed on this subject so that the importance of certification and licensing
may be discussed thoroughly.

I have been writing to members of the Alaska legislature since early 1984 on 
this subject of licensure for Marital and Family Therapists. I believe 
licensing is of critical importance to regulate the people who are "therapists" 
so as to assure adequate training and expertise, thereby giving consumers 
information to make informed judgements in seeking therapy services. Also if 
we presently had licensing the wording of legislative bills such as SB 67 would 
be less cumbersome; insurance reimbursement could be available to "licensed 
providers". However, since there is no licensing for Marital and Family 
therapists, we are excluded from the wording in such a bill.

As a Clinical member of the Alaska Association for Marriage and Family 
Therapists, and as a practicing therapist for the past 12 years (4 1/2 years in 
Alaska) I strongly support the need for licensing of Marital and Family 
Therapists. I have been licensed in the State of California as a Marriage, 
Family and Child Counselor since January 1980. I retain the license because I 
believe it helps the Alaskan public have confidence in my skills. I am 
required to obtain specific continuing education regularly in order to renew my 
license. I believe this is another valuable espect of licensure.

I would appreciate your support cf this bill and would like you to consider
holding hearings on the subject.

Sincerely,

Vivian C. Finlay, M.Ed.
Marriage, Family and Child Therapist, V .O .Q . Z ' l Z l f l ' Z  ,  iaWcI{ « ,  m e .

cc: AkAMFT
Senator Paul Fischer 

^Representative John Sund, House Judiciary Committee
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Montreal, site of A P A ' s  1988 

annual meeting, calls St. J o­

seph's Oratory the world's m o s t  

important shrine to St. Joseph, 

Canada's patron saint. T h e  b a­

silica w a s  b e g u n  through the 

efforts of Brother Andre, w h o  

w a s  beatified in 1982. A P A  

m e m b e r s  h a v e  until April 2  to 

preregister for the annual m e e t­

ing a n d  save o n  fees. M o r e  in­

formation about the meeting is 

available b y  calling (202) 682- 

6100.

anally Disturbed Students 
Status as ‘Handicapped’
sturbed students who 
or dangerous may not 
or an indefinite period 
school officials obtain 
n parents or a judge, 
)urt ruled in late Janu-

le majority in the 6-2 
i William Brennan Jr. 
e Education of the 
ct of 1975 (EHA) pro- 
than four million dis- 
eceiving special edu- 
in the United Stales 
al" disciplinary ac- 
lisabled children, ap- 
000 are considered to 
disturbed, the U.S. 
Education estimates, 
igation of the I954 
Brown vs. Board of 
Supreme Court pro- 
n to be “perhaps the 
unction of state and 

Yet 21 years lat- 
bscrved, Congress 
y to enact the EHA 
Is of American chil- 
t receiving appropri- 
irviccs.
cording to Brennan, 
ildrcn “were simply 
special classes or 

shepherded through

school until any disciplinary review 
proceedings have beer completed, 
“unless the parents and state or local 
educational agencies otherwise 
agree.”

By passing this legislation, Brennan 
asserted, ‘‘Congress very much 
meant to strip schools of the unilateral 
authority they had traditionally em­
ployed to exclude disabled students, 
particularly emotionally disturbed 
students, from school.”

Concurring with Brennan’s opinion 
were Chief Justice William Rehnquist 
and Justices Thurgood Marshall, By- 

see "Students," page 11
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B i p o l a r  D i s o r d e r  

Is P h y s i c a l

In a decision that could have wide- 
ranging ramifications for psychiatry 
and the insurance industry, an Arkan­
sas appeals court recently ruled that 
bipolar disorder is a physical, not 
mental, illness and should be reim­
bursed at whatever payment rate an 
insurer has established for covering 
the treatment of physical illnesses.

After hearing testimony from sever­
al psychiatrists, the judge upheld a 
lower court ruling that ordered Blue 
Cross/Blue Shield to reimburse a poli­
cyholder for the treatment of bipolar 
disorder at the payment rate for cov­
erage of physical disorders.

Under the insurance policy in ques­
tion, as with most insurance policies, 
mental and nervous disorders were to 
be reimbursed at a lower rate than 
were physical illnesses and accidental 
injuries. ,

The father of a minor child, identi­
fied only as John Doe and Jane Doe 
respectively, filed suit against the in­
surance carrier after it refused to re­
imburse him to the extent he expected 
for the hospital treatment of his 
daughter’s bipolar illness.

The Blues claimed that their defini­
tion of bipolar disorder as a mental 
illness was in line with similar classifi­
cations by Medicare, hospitals, and 
physicians throughout the country. 
Thus they were not remiss in refusing 
to reimburse Doe as they would have 
if the treatment was for a physical 
illness or an accidental injury.

One of the controversies in the case 
was whether the traditional classifica- 

see "Bipolar,"page 16

A M A  L a u n c h e s  D r iv e  to  C h a n g e  
S t a t e s ’ M a lp r a c tic e  L a w s
In the caucuses and reference com­
mittees of the AMA House of Dele­
gates, South Florida has been termed 
“the Beirut of the professional liabil­
ity crisis."

Some specialists in that part of the 
country have been staggering under 
colossal malpractice premiums. Neu­
rosurgeons in Florida’s Dade and 
Broward counties, for example, may
[■)(» T P M I l i r n H  ' •'

ida was $140,594—almost two and a 
half times the national average of 
$56,739.

Last year St. Paul Fire and Marine 
Insurance Company, the largest medi­
cal malpractice carrier in the country, 
requested a nearly 30 percent increase 
in its malpractice premium rates for 
Florida. But when the state’s insur­
ance department prantM onl" n 17
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In T h is  I s s u e

Foreign Medical Graduates 2
Through a sen es of meetings FMG 
fondants have iho opportunity to discuss 
problems with APA officials and experts 
in cross-cultural psychiatry.

AIDS 3
APA Deputy Medical Director Ca.olyn 
Robmowitz. M D . has urged the federal 
government to start an aggressive 
nationwide program of AIDS education in 
schools.

Sterile Needles 5
A plan has been approved to provide 
dean needles to intravenous drug 
abusers in New York City to reduce the 
spread o f AIDS.

Shorter Hospital Stays 6
Party detection and treatment of 
psychiatric problems among hospital 
patients with both medical and psychiatric 
disorders should reduce hospital s /a )? . 
according to a recent study.

Nursing Home Reform Act 7
A new nursing home reform act w„l 
prevent monlally ill or retarded persons 
from being improperly placed in nursing 
hom es, but leaves questzxis about their 
;  hiatric treatment.

Washington In Brief
Heinz Lehmann, M.D. 10
The psychiatrist who introduced 
chlorpromazme to North America for the 
treatment of schizophrenia recently 
celebrated 50 years of research, 
teaching, and clinical senrico at Iho 
Douglas Hospital in Verdun, Ouoboc.

Victims of Trauma 13
Victims ot ext'om e trauma aro not 
doomed to lives o f physical and monlal 
suffering, according to a researcher who 
has identified five factors linked to 
surviving such ordeals.

1987 MlAW Campaign
The APA Public Affairs Network 
e/oen en ced  its m cs: successful 
campoign ev e / tor Met 'al illness 
Awaroness Week 198/.

Econocast
Letters to the Editor

15
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Type A Personality 27
• A recent study ha s reaffirmed a

   - etweon Type A behavior and
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Emotio 
Given 5
Emotionally dlsli are disruptive or 
be suspended Tor of lime unless sd 
permission from | the Supreme Cour 
ary.

Writing for the decision. Justice V 
argued that the Handicapped Act c teds the more tha 
ablcd children rcce cation services in 
from ••unilateral" tions. Of Ihesc disa proximntcly 385.000 be emotionally dist Department of Educ During the liligal landmark cbsc. Bro 
Edwatinn. the Supt 
claimed education to most important fund local government." ' 
cr. Drcnnan obscr 
found il necessary lo because thousands nl drcn svcre still not rec. ale educational servic Al that time, accord many disabled childrci ’warehoused’ in spec were neglectfully shcpl 
the syslcm until they w to drop out.”Drcnnan pointed out EIIA safeguards guat abled children the rigl appropriate public cdui •stay-put" clause. Tl slates that if a disabled c disruptive, he or she si
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lion of bipolar lor munlc-dcprcislvc) 
disorder as a menial illness was based on Hi symptoms or Its causes and, if il was symptom based, did this reded current thinking on how illnesses 
should be classified?Several of the psychiatrists testify­ing as expert witnesses said that his­
torically bipolar disorder has been la­
beled a menial or psychiatric illness, bul that this is changing lo reded its causes ralhcr lhan ils manifestations.

Al least five psychiatrists and psy­
chologists testified about the nature and classification of bipolar disorder.All hut one of them maintained that it 
is a biologically based illness.
Classification Changing 

Several witnesses testified that 
classidcation of illnesses hy symp­toms ralhcr lhar. etiology is outdated, and that psychiatry was shifting its classidcation focus to one that is based more on the causes than the behavioral and emotional manifesta­
tions of psychiatric disorders.Thomas Harris. SI.D., a Little P.ock psychiatrist, told the court that 
there is a movement Ihroughout medi­cine to reclassify bipolar disorder as a 
physical illness because of "over­whelming medical research" pointing lo its biological roots as a chemical or hormonal imbalance in the brain. “ I think most laymen and. . .most physi­cians and most people in psychiatry now classify illnesses by cause or origin." he sz:d, and although people with this illness display serious behav­ioral and emotional disturbances, its 
causes are dearly physical rather than 
mental in nature.Anolher witness pointed out t'*al in 
1986 the Arkansas Psychiatric Society said that ' ‘|b|ipolar affective disorder is an illness whose origin is biologi­cal." The judge look the dislrict branch's stalcmenl into consideration in his ruling, (he decision indicates.The judge rejected an argument by 
Blue Cross/Blue Shield lhal since psy­chotherapy is an important compo­
nent of treatment of bipolar disorder, 
il is in the realm of menial ralhcr lhan 
physical disorders.In upholding the trial court decision that Blue Cross/Blue Shield should have reimbursed the plaintiff al its treatment rale for physical illnesses, 
the appeals court judge noted that in 
addition to the evidence about the biological basis of bipolar illness, the 
insurer’s case was weakened by the fad thal allhough classificalion man­uals still consider il primarily a menial disorder, such manuals were not adoplcd or even referred to by Blue Cross/Blue Shield in Ihe insurance 
policy in question.
Impact on Psychiatry 

The impact on psychiatry of the Arkansas decision will be relatively 
minor unless courts in other slates hand down similar rulings or exlcnd the decision in illnesses such as schizophrenia and unipolar depres­
sion, for which there are biological 
components.If this decision starts a judicial 
trend, however. Ihe reaction of the insurance industry will in ’urge part determine what the ramilications will 
be for psychiatrists and their patients.If Ihe Arkansas court's ruling be­comes a precedent, or if the insurance industry is forced to reimburse for other psychiatric illnesses at Ihe same rales as it docs for other physical illnesses, the decision could raise sig-

I | |  4.* Ill 1,11 tlHf

nlflcanl ami complex Issues "for psy­chiatry as a whole, particularly In how we conceptualize the illnesses we deal with,”  said Paul Appclbaum, M.D.. chair of Ihe APA Commission on Judi­cial Aclion.
More immediate ramifications may be on reimbursement patterns and muy -lilfcrcntiully affect psychiatrists who Ircal the most severe illnesses 

compared with those who generally 
treat less severe psychiatric disor­ders, he suggested.
APA Responds

To plan for how best lo respond lo Ihe Issues raised by this ruling. APA Prcsidem-clccl Paul Pink, M.D , an­nounced al the January 39 meeting of the Joint Reference Committee that a work group lo study Ihe implications of the Arkansas decision will soon be appointed."The Arkansas case gives psychia­try an extraordinary window of op­
portunity," Fink (old Psychiatric 
News. The lask confronting psychia­try in light of the judge's ruling "is to use this decision in the hcsl interest of all concerned, and wc do this by help­ing people to understand lhal all major illnesses arc physical, mental, and 
medical. All of these illnesses are bio­psychosocial."

Il is unfortunate, he added, that the judge chose lo dichotomize psychiat­ric illnesses inlo separate categories of physical and mental disorders.Fink emphasized lhal in light of ils potential ramifications, psychiatrists must be "vigilant that insurance com­panies don't start lo use (the Arkansas decision) to exclude psychiatric ill­
nesses from coverage on a discasc-by- 
disease basis.”  —K.H.

Trauma
continued Irom page 13
previously committed, he said. One 
child amung Ihe children iff Chow- 
chilla who were kidnapped and buried underground for 24 hours conlinucd 
lo bljmc Ihe kidnapping on "mean things" said lo Ihe molhcr Ihe morn­ing before Ihe abduction."The final theme.”  Segal said, “ sometimes ends up sounding mote like a sermon lhan science, hut il has lo do with the capacity, even during 
great suffering, of viclims lo turn out­ward. or in psychiatric terms lo prac­tice dcrcllcclion. from sclf-involvc- mcnt lo a sense of compassion and involvement with others. Those who didn't make il. indeed many of Ihesc who died in captivity, hy the testimo­ny of physicians and others who were 
there, gave up the ghosl and did nut 
turn outward lo their fellow captives 
in a sense of communication and con­cern."
Implications

During a telephone interview Segal added. " I believe Ihcse findings have implicalions for the treatment of indi­viduals who have undergone trauma and shattering crises of any sort. Il may be important in treatment not 
only to help viclims find sources of social support but to encourage at­tempts lo find ways to reassert control and mastery over their existence, lo rediscover meaning and purpose, to shed the mantle of self-blame and guilt, and to find vehicles for reaching outward to others ralhcr lhan becom­ing ensnared in sclf-occupation and 
chronic victimhood."
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Education
C urren t enrollm ent in a g raduate program  in 

m arital and  family therapy, or a course of study 
substantially  equivalent, in a regionally accredited 
educational institution.

Professional Reference
Endorsem ents by tw o Clinical M em bers of the 

Association, attesting  to suitable qualities of per­
sonal m aturity  and in tegrity  for the conduct of 
m arital and family therapy.

S tuden t m em bership m ay be held until receipt of 
a qualifying graduate degree, o r for a maximum of 
five years.

Btor, APPLICATION PROCEDURES

A pplicants m ust apply  for the h ighest level of 
m em bership  for w hich they  qualify.

All applicants for m em bersh ip  and transfer of 
sta tus m ust subm it the following:

□  AAMFT application for m em bership
□  N on-refundable processing fee
□  Official transcrip ts of g raduate  and profes­

sional education (Exception: Associate 
M em bers w ho have previously m et all 
educational requirem ents.)

□  Endorsem ents by tw o AAMFT Clinical 
M em bers

Please note additional specific m aterials required 
for these categories:
Clinical m em bership

□  Supervision reports com pleted by all 
supervisors, or

□  Copy of a current state-issued MFT license 
o r certificate recognized by the AAMFT 
Board of Directors

S tuden t m em bership
□  C urrent enrollm ent verification signed by 

the program  coordinator/director at a 
regionally accredited educational institution.

For applications, please write: 
AAMFT 

1717 K Street, N .W .
Suite 407 

W ashington, D.C. 20006

For m ore in fo rm ation , p lease call: 
AAMFT M em bership D epartm ent 

(202) 429-1825

MEMBERSHIP 
R̂EQUIREMENTS

£ >  CLINICAL MEMBER 
£ )  ASSOCIATE MEMBER 
£ )  STUDENT MEMBER

American Association 
for

Marriêe and Family 
Therapy

Effective 7-86
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M on tana  C o un c i l  o f  R eg io n a l  
M en ta l  H ea l th  B o a r d s ,  Inc .

2/21/86

N a n c y  P e a s e
H o u s e  R e s e a r c h  A g e n c y

P.O. B o x  Y
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0

D e a r  N a n c y ;

In 19 8 3  the M o n t a n a  l e g i s l a t u r e  p a s s e d  a law r e q u i r i n g  group 

i n s u r a n c e  b e n e f i t s  for m e n t a l  h e a l t h  t r e a t m e n t .  T h e  e n c l o s e d  
m a t e r i a l s  w e r e  p r e s e n t e d  to the l e g i s l a t i v e  c o m m i t t e e s  and used 
as j u s t i f i c a t i o n  for p a s s a g e  of the law m a n d a t i n g  i n s u r a n c e  
b e n e f i t s  for t h e  t r e a t m e n t  of m e n t a l  i l l n e s s .

T e s t i m o n y  a l s o  i n d i c a t e d  that too o f t e n  p e o p l e  w e r e  b e i n g  
i n a p p r o p r i a t e l y  h o s p i t a l i z e d  for p s y c h o l o g i c a l  s e r v i c e s  s i n c e  
h e a l t h  i n s u r a n c e  p l a n s  p a y  for h o s p i t a l  b e n e f i t s  b u t  n o t  for 
o u t p a t i e n t  m e n t a l  h e a l t h  t r e a t m e n t .  O b v i o u s l y  the i n c e n t i v e  was 
to p l a c e  p e o p l e  in an e x p e n s i v e  h o s p i t a l  b e c a u s e  t h e  c o s t s  we r e  
p a i d  by t h e  h e a l t h  i n s u r a n c e  c o m p a n y .  L e s s  e x p e n s i v e  o u t p a t i e n t  
s e r v i c e s  w e r e  n o t  a p a i d  b e n e f i t  so a c l i e n t ’s d o c t o r  w o u l d  o r d e r  

h o s p i t a l i z a t i o n .

A f t e r  o u r  p h o n e  c o n v e r s a t i o n ,  I c h e c k e d  the t r e n d  in 
i n p a t i e n t  h o s p i t a l  a d m i s s i o n s  as r e p o r t e d  to our m e n t a l  h e a l t h  
a u t h o r i t y ,  t h e  D e p a r t m e n t  of I n s t i t u t i o n s .  T h e  i n f o r m a t i o n  was 
g a t h e r e d  f r o m  r e p o r t s  by t h e  C o m m u n i t y  M e n t a l  H e a l t h  C e n t e r s .  In 
f i s c a l  -year (FY) 83 t h e r e  w e r e  6358 m e n t a l  h e a l t h  i n p a t i e n t  
h o s p i t a l i z a t i o n  u n i t s  r e p o r t e d .  In F Y  84 t h e r e  w e r e  5 9 9 9  
i n p a t i e n t  u n i t s .  In F Y  85 t h e r e  w e r e  5 5 1 8  i n p a t i e n t  u n i t s .  As 
r e p o r t e d  by t h e  C o m m u n i t y  M e n t a l  H e a l t h  C e n t e r s  t h e  d o w n w a r d  
t r e n d  in i n p a t i e n t  h o s p i t a l i z a t i o n  s i n c e  the p a s s a g e  of t h e  law 

in 1983 is c l e a r .

REGION I REGION II
C A M M IN  W I N  I ANA C O M M U N IT Y  ,JMl l ) f  N i n iA N O I  F COM  M l IN I  (V 
■If Al IM f  I  N l (  n  • >AI N I A I . I I f  A l l l K T N I I  >1
1*1*1 M.nn S liI 'm  H niiri.lv  Vjil.inn !«I * * * P  p*t * d  C m u m

Montana  f .n . i o i  P  R u t  . '(MA
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i7HI 21«mi
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M F N fA l .  I» rA l IM I ”  N i l  II 
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I’rofcssional Reference
E ndorsem ents by tw o Clinical M em bers of the 

Association, attesting  to suitable qualities of per­
sonal m aturity  and integrity for the conduct of 
marital and family therapy .

S tudent m em bersh ip  m ay be held until receipt of 
a qualifying graduate degree, or for a m axim um  of 
five years.

i»
A pplicants m ust app ly  for the h ighest level of 

m em bership for w hich they qualify.
All applicants for m em bership  and  transfer of 

status m ust subm it the following:
□  AAMFT application for m em bership
□  N on-refundable processing fee
□  Official transcrip ts of g raduate  and profes­

sional education  (Exception: Associate 
M em bers w ho have previously met all 
educational requirem ents.)

□  Endorsem ents by tw o AAMFT Clinical 
M em bers

APPLICATION PROCEDURES

MEMBERSHIP
REQUIREMENTS

£ )  CLINICAL MEMBER 
ASSOCIATE MEMBER 

Q  STUDENT MEMBER

C urrent enro llm ent in a graduate program  in 
marital and  family therapy, o r a course of study 
substantially equivalent, in a regionally accredited 
educational institu tion .

Please note additional specific m aterials required 
for these categories:
Clinical m em bership

□  Supervision reports com pleted by all 
supervisors, or

□  Copy of a curren t state-issued MFT license 
or certificate recognized by the AAMFT 
Board of Directors

S tudent m em bers’ p
□  C urrent <• ailm ent verification signed by 

the pros .n coordinator/d irector at a 
re g io n a l accredited educational institution.

For applications, please write:
AAMFT 

1717 K Street, N.VV.
Suite 407 

W ashington, D.C. 20006
A m e ric a n  A sso c ia tio n  

For m ore inform ation, please call: fo r
AAMFT M em bership D epartm ent . . .  ,

(202) 429-1825 Marriage and Family
Therapy

Effective 7-86



The American Association for Marriage and Family Therapy (AAMFT), founded in 1942, is the professional association for the field of marital and family therapy. AAMFT offers professional conflict and exchange of informa­
tion, and serves ihe public interest through the advancement of the ethical practice of marital and family therapy. This brochure describes the requirements and procedures for becoming a Clinical, Associate, or Student Member of AAMFT.

Education
Com pletion of a m aster's  or doctoral decree in 

marital and  family therapy from a program  ac­
credited by the Com m ission on Accreditation for 
Marriage and Family T herapy Education, or a 
g raduate degree from a rep o n a lly  accredited 
educational institution ar... an equivalent course of 
study  as defined by the AAMFT Board of 
Directors.

Applicants w ho have com pleted a program  ac­
credited by the Com m ission on Accreditation are 
considered to have com pleted all educational re­
quirem ents. C’oursew ork com pleted at institutions 
not accredited by the Com m ission is subject to 
review by the M em bership Com m ittee.

M eeting the educational qualifications consists of 
com pletion of a course of s tudy  substantially 
equivalent to the  following curriculum . (Each 
course m ust be equivalent to a three-credit 
sem ester o r four-credit quarter course.)

□  I lum an D evelopm ent (3 courses)
I lum an developm ent, personality theory, 
hum an sexuality, psychopathology, 
behavior-palhology.

□  Marital and  Family S tudies (3 courses) 
Family developm ent and family interactional 
patterns across the life cycle of the in­
dividual as well as the family. Courses may 
include the study  of: family life cycle; 
theories of family developm ent; marriage 
and /o r the family; sociology of the family; 
families u nder stress; the contem porary 
family; family in a social context; the cross- 
cultural family; youth /adult/ag ing  and the 
family; family subsystem s; individual, in­
terpersonal relationships (marital, parental, 
sibling).

□  M arital and  Family T herapy (3 courses) 
C om m unications; family psychology; family 
therapy  m ethodology; family assessm ent; 
treatm ent and intervention  m ethods; over­
view of major clinical theories of marital and 
family therapy such as: structural, strategic, 
transgenerational, experiential, object rela­
tions, contextual, systemic.

D  Research (1 course)
Research design, m ethods, statistics, 
research in marital and family stud ies and 
therapy.

□  Professional S tudies (1 course)
Professional socialization and the role of the 
professional organization, legal respon ­
sibilities and liabilities, independen t practice 
and  interprofessional cooperation, ethics, 
and family law.

□  Clinical Practicum  (1 year, 300 hours)
15 hours p e r week, approxim ately 8-10 
hours in face-to-face contact w ith in­
dividuals, couples, and families for the pu r­
pose of assessm ent and intervention .

This course of study  m ay be com pleted in a 
m aster's o r doctoral degree program  or subsequent 
to a gm uuate  degree.

A pplicants w ho have earned their first qualifying 
g raduate degree prior to 1979 m ay establish 
coursew ork equivalency in the following m anner:

□  W orkshops/Sem inars—45 contact hours 
equals one three-credit sem ester or one 
four-credit quarter course

□  C ourses taugh t—one graduate level course 
taught equals one three-credit sem ester or 
one four-credit quarter course

□  Extensive experience, publications, and 
educational qualifications in the field of MFT 
m ay be considered on a case-by-case basis.

C linical Experience
C om pletion of 2 years of post-graduate w ork ex­

perience in MFT and supervision in accordance 
w ith the following established m em bership 
standards:

□  Supervised  clinical experience m ust follow 
receipt of the first qualifying graduate 
degree and the practicum  required as part of 
the course of study;

□  S upervision m ust be provided by AAMFT 
A pproved Supervisors or supervisors accep­
table to  the M em bership Com m ittee; and.

□  Successful com pletion of at least 1000 hours 
of face-to-face contact w ith  couples and  
families for the purpose of assessm ent and 
in tervention, and 200 hours of supervision 
of MFT, at least 100 of w hich are individual 
supervision, is required.

A pplicants w ithout previous graduate degrees 
w ho have com pleted program s accredited by the 
Com m ission on Accreditation m ay be credited  w ith 
500 hours of face-to-face contact and  100 hours of 
supervision, of w hich not m ore than 50 hou rs may 
be group  supervision.

Licenses/Certificates 
Applicants w ith a g raduate degree and a state- 

issued MFT license o r certificate recognized by the 
AAMFT Board of Directors are deem ed to have 
com plied w ith the educational and clinical ex­
perience qualifications for Clinical m em bership.

Professional Reference 
Endorsem ents by two Clinical Member:. of the 

Association, attesting  to suitable qualities of per­
sonal m aturity  and integrity for the conduct of 
marital and  family therapy.

ASSOCIATE MEMBER REQUIREMENTSREMENTS)

Education
C om pletion of a m aster's o r doctoral degree in 

marital and family therapy from a program  ac­
credited by the Com m ission on A ccreditation, or a 
g raduate degree from a regionally accredited 
educational institution and an equivalent course of 
s tudy  as defined by the AAMFT Board of 
Directors.

M eeting the educational qualifications for 
Associate m em bership consists of the com pletion 
of at least eight of the required courses and  one 
year of clinical practicum  as described un d er 
Clinical M em ber requirem ents.

Professional Reference
E ndorsem ents by tw o Clinical M em bers of the 

Association, attesting to suitable qualities of per­
sonal m aturity  and integrity for the conduct of 
marital and family therapy.

Associate m em bership may be held until satisfac­
tory com pletion of the requirem ents for Clinical 
m em bership, or for a m axim um  of five years.



M on tana  C o un c i l  of R eg io n a l  
M en ta l  H ea l th  B o a rd s ,  Inc .
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N a n c y  P e a s e
H o u s e  R e s e a r c h  A g e n c y

P.O. B o x  Y
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0

D e a r  N a n c y :

In 1983 the M o n t a n a  l e g i s l a t u r e  p a s s e d  a 'aw r e q u i r i n g  g r o u p  
i n s u r a n c e  b e n e f i t s  for M e n t a l  h e a l t h  t r e a t m e n t .  T h e  e n c l o s e d  
m a t e r i a l s  w e r e  p r e s e n t e d  to the l e g i s l a t i v e  c o s m i t t e e s  and used 
as j u s t i f i c a t i o n  for p a s s a g e  of the law m a n d a t i n g  i n s u r a n c e  
b e n e f i t s  for the t r e a t m e n t  of m e n t a l  i l l n e s s .

T e s t i m o n y  al s o  i n d i c a t e d  t h a t  t o o  o f t e n  p e o p l e  w e r e  b e i n g  
i n a p p r o p r i a t e l y  h o s p i t a l i z e d  for p s y c h o l o g i c a l  s e r v i c e s  s i n c e  
h e a l t h  i n s u r a n c e  p i a n 3 pay for h o s p i t a l  b e n e f i t s  b u t  n o t  for 
o u t p a t i e n t  m e n t a l  h e a l t h  t r e a t m e n t .  O b v i o u s l y  the i n c e n t i v e  w a s  
to p l a c e  p e o p l e  in an e x p e n s i v e  h o s p i t a l  b e c a u s e  the c o s t s  w e r e  
p a i d  by the h e a l t h  i n s u r a n c e  c o m p a n y .  L e s s  e x p e n s i v e  o u t p a t i e n t  
s e r v i c e s  w e r e  n o t  a p a i d  b e n e f i t  so a c l i e n t ’s d o c t o r  w o u l d  o r d e r  

h o s p i t a l i z a t i o n .

A f t e r  our p h o n e  c o n v e r s a t i o n ,  I c h e c k e d  the t r e n d  in 
i n p a t i e n t  h o s p i t a l  a d m i s s i o n s  as r e p o r t e d  to our m e n t a l  h e a l t h  
a u t h o r i t y ,  t h e  D e p a r t m e n t  of I n s t i t u t i o n s .  T h e  i n f o r m a t i o n  w a s  
g a t h e r e d  from r e p o r t s  by the C o m m u n i t y  M e n t a l  H e a l t h  C e n t e r s .  In 
f i s c a l  y e a r  (FY) 83 t h e r e  w e r e  63 5 8  m e n t a l  h e a l t h  i n p a t i e n t  
h o s p i t a l i z a t i o n  u n i t s  r e p o r t e d .  In F Y  84 t h e r e  w e r e  5 9 9 9  
i n p a t i e n t  u n i t s .  In F Y  85 t h e r e  w e r e  5 5 1 8  i n p a t i e n t  u n i t s .  As 
r e p o r t e d  by the C o m m u n i t y  M e n t a l  H e a l t h  C e n t e r s  the d o w n w a r d  
t r e n d  in i n p a t i e n t  h o s p i t a l i z a t i o n  s i n c e  t h e  p a s s a g e  of t h e  law 

in 1983 is clear.
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.

As y o u  m i g h t  g u e s s  the h e a l t h  i n s u r a n c e  i n d u s t r y  is 

p h i l o s o p h i c a l l y  o p p o s e d  to a n y  m a n d a t e d  b e n e f i t s .  H o w e v e r ,  in 
p r i v a t e  c o n v e r s a t i o n s  w i t h  i n s u r a n c e  p r o v i d e r s  they have 
i n d i c a t e d  t h a t  m e n t a l  h e a l t h  b e n e f i t s  a r e  a low co s t  item. T h e y  
al s o  w e r e  p a y i n g  for it a n y w a y  t h r o u g h  i n c r e a s e d  u t i l i z a t i o n  of 
h o s p i t a l i z a t i o n  and o t h e r  p h y s i c a l  i l l n e s s  b e n e f i t s .  In fact, I 
am n o t  a w a r e  of a n y  i n s u r a n c e  c o m p a n y  t h a t  r a i s e d  their p r e m i u m s  
any s i g n i f i c a n t  a m o u n t .  M o s t  i n s u r a n c e  p r o v i d e r s  did n o t  e v e n  
a d j u s t  t h e i r  p r e m i u m  r a t e  a f t e r  the p a s s a g e  of the law.

I h o p e  t h i s  i n f o r m a t i o n  is of u s e  to you and the m e m b e r s  of 
the H o u s e  c o m m i t t e e .  If I c a n  be of f u r t h e r  a s s i s t a n c e ' p l e a s e  

feel free to call on me.

B e s t  r e g a r d s , R

S t e v e  W a l d r o n  
E x e c u t i v e  D i r e c t o r



Dispelling Myths 
About Mental Health Benefits
B y  S t e v e n  S . S h a r f s t e in , S a m  M u s z y n s k i a n d  G r a c e -M a r ie  A r n e t t

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

I nsurance coverage for mental health 
care always has lagged behind that 
of coverage for other medical care, 
and today, private insurance cov­
erage for psychiatric illness is only 
half as available as coverage for 

other medical problems.*
The American Psychiatric Association, in 1983, sur­

veyed health insurance benefits provided by a cross section 
of major private sector employers. The 300 plans in the 
study sample covered 33 million workers and dependents 
employed in such corporations as IBM, General Motors 
and Exxon plus numerous mid-sized and smaller companies. 
Thcsucvcyshowed all of the plans provided some level 
ofjmpatient',coverage for mental illness, but only 49 
percent of the insured were protected for mental illness 
expenses on the same basis as any other illness. The 
remaining 51 percent of insured individuals were covered 
at a reduced level. Ninety-eight percent of the plans had 
some coverage for outpatient expenses for mental illness 
treatment. But, again, only 10 percent of the plans provided I 
these benefits on the same basis as outpatient coverage I
for other medical conditions.1 Hfr <l 5

i ? . e MA‘>
An earlier study of 455 major insurance programs,

conducted in 1980 by Hewitt Associates, a benefits con­
sulting firm, also found equal outpatient coverage for- 
mental disorders in only 10 percent of the plans.

This discrimination is bad for patients, for business, 
for mental health providers and, ultimately, for the com­
munity and taxpayers. Unequal coverage of psychiatric 
treatment has evolved primarily because of several prevalent 
myths about menial health benefits and care.. In business’ 
role as a formulator of health care policy, accurate in-

Steven S. Sharfstein is deputy medical director and Sam 
Muszynski is director of the Office of Economic Affairs 
with the American Psychiatric Association. Grace-Marie 
Amett is former executive director of the Washington 
Psychiatric Society"*hd a professional journalist.

formation is essential to assure that em­
ployers make wise economic decisions 
about health care coverage for employees 
while providing for quality health care.

The 1960s and 1970s were decades 
of tremendous growth for mental health 

services, fueled by ever expanding public and private 
third party financial resources. From 1955 to 1977, the 
number of patients treated in inpatient and outpatient 
mental health facilities almost quadrupled, from 1.7 million 
to 6.4 million.

There also was a major shift in the type of care 
delivered, with inpatient care declining sharply while out­
patient care increased tenfold, primarily, because of federal 
funding of community mental health centers.

The emergence of an accessible mental health treatment 
system in the U.S. depended upon joint private and public 
financing. Through these investments, the private and the 

_gublic sectors have demonstrated over the last two decades 
the importance of mental health care. But concerns over 
the costs of this care have arisen in tandem with alarm 
over the nation’s soaring total health care bill. As a result, 
a last in-first out policy is being adopted by health insurers 
with regard to psychiatric coverage, whose growth tra­
ditionally has lagged behind that of other medical coverage.

Restricting Benefits
Today, psychiatrists have approximately twice the 

number of patients with no health insurance as other 
physicians, and those patients with insurance have greater 
limits on their psychiatric benefits than for medical care. 
Mental health coverage has been curtailed in a number 
of plans, including those under the Federal Employees 
Health Benefits Program (FEHBP). Some carriers, be­
ginning in 1981, imposed strict limitations on the amount 
of mental health care federal employees and their de­
pendents may receive under the plans. The Blue Cross- 
Blue Shield federal employees plan, for example, in 1982 
imposed a 50-visit limit on outpatient mental health treat-

v;MentAB®|I
• T l E A L T I l I ? S t
R e p o r t s ® !
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mcnt .ind a 60-day limit on inpatient care annually. wherea* 
in the past treatm ent was limited only by medical necessity.

Decades of clinical experience and research have 
proven, however, that mental and physical illness cannot 
be separated without impeding effective treatment. Psy­
chiatric problems often are presented as physical complaints 
while somatic diseases initially may be experienced as 
emotional symptoms. Restrictions on mental care coverage 
cannot prevent individuals from obtaining some kind of 
care, although that care may not be the most appropriate 
for their illness. There is good evidence that attempting 
to establish a false dichotomy between mental and physical 
illness leads to a false economy in insurance coverage.

■

"R e s tr ic t io n s  o n  m e n ta f c a re  c o v e ra g e  
c an  n o t p r e v e n t  in d iv id u a ls  f ro m  

ob ta in in g  s o m e  k in d  o f  c a re , a lth o u g h  
th a t c a re ''m a y  n o t  b e  th e  m o s t  

a p p r o p r ia t e d o r i t i e i r  i l ln e s s . T h e re  is 
^ g o o d , e v i d e n c e  th a t a t tem p tin g  to  
[e s t a b l is h 'a ia ls e b i ic h b to m y  b e tw e en  
Z m en ta i a n d  p h y s ic a l j l j n e s s  le a d s  to  
f a ls e  e c o n o m y  in in su ra n c e  c o v e ra g e .”

For example, an executive under great utress may 
experience headaches, abdominal pain, fatigue and depres­
sion. Unless accessible psychiatric diagnosis and care are 
available, this executive might have to undergo costly 
medical and diagnostic testing and specialty consultations. 
It is cost-effective to treat this person with psychiatric 
interventions.

In addition, because of the essentially cognitive nature 
of psychiatry, especially as it involves psychotherapy, 
because psychiatrists can treat only a limited number of 
patients each day, and because fewer of their patients arc 
insured, psychiatrists’ earnings 2re near the bottom of the 
income scale compared witn other physicians. So while 
psychiatrists contribute little to_soaring health .care costs, 
insurance coverage for their patients, nonetheless, is often 
the first to be cut.3 " ~

The Uncontrollable Costs Myth
Psychiatric care will not be reimbursed equally along 

with other medical treatments, however, until some of 
the myths considered unique to psychiatry are addressed. 
There are four commonly held, myths that may account 
for discriminatory treatment of psychiatric coverage.

The first such myth is that costs of psychiatric treatment 
are uncontrollable and unpredictable. Opponents of com­
prehensive psychiatric coverage suggest that providing 
benefits with no limits on the number of days for inpatient 
treatment or the number of visits for outpatient care would 
bankrupt an insurance carrier because of the influx of 
new patients who would seek these services. Actual .ex-

pern  ice shows these concerns to he invalid.
Data from the Blue Cross-Blue Shield federal employee 

health plan, for exam ple, which had no artificial lim its 
on m ental health coverage from 1967 to 1981. aside from 
the sam e deductibles and copaym ents for general medical 
care, indicate that mental health costs are stable over 
time. A fter an initial jum p in costs imm ediately following 
the introduction o f  broader psychiatric benefits between 
1967 and 1969, mental health care accounted for 7.2 
percent to 7 .7  percent o f  the total benefits paid from 1970 
to 1981.

In 1971, the Rand Corporation began a health insurance 
study that enrolled 7,500 persons at six sites across the 
country in 14 different insurance plans having patient 
copayments ranging up to 95 percent, with a maximum 
dollar expenditure of SI,000 per family. The Rand study 
found that expenditures for mental health care constituted 
only about 5 percent of the total health care costs for all 
insurance plan cnrollees.

It was further determined that when insurance pays 
more of the bill and the patient less, people use extra 
psychiatric care at about the same rate as they use extra 
care from other medical specialists. The researchers found 
that between 7.1 and 9.6 percent of the population studied 
used mental benefits; this calculation embraces visits to 
general practitioners and internists whenever a psychotropic 
medication or a mental health reason was involved in the 
visit. Only a small percentage of the individuals (0.4) ~ 
saw clinicians more titan 40 times a year. The Rand study 

Ûnderscores the stability over time of costs for mental" 
health care under insurance.1

Health economist John Krizay has done studies that 
also suggest that costs level out over time or show a 
plateau effect. In a 1982 study, for instance, he analyzed 
the experiences of the two insurers participating in the 
FEHBP — Blue Cross-Blue Shield and Aetna — on a 
state-by-state basis and translated these data into per capita 
utilization rates and costs in constant dollars. He noted 
that in almost all states the total percentage of enrollees 
who received psychiatric benefits under these plans was 
around 1.5 percent of total enrollment, indicating that the 
availability of insurance financing docs not cause excessive 
utilization.4

Many of the restrictions on insurance coverage for 
psychiatric care appear to stem largely from concern about 
the costs of long-term custodial care or intensive psy­
chotherapy. The standard treatment regimen for intensive 
psychotherapies involves a minimum of three therapy 
sessions a week. Experience with the FEHBP, which 
placed no annual restrictions on the number of outpatient 
visits for more than a decade, has shown that the number 
of persons receiving intensive psychotherapeutic treatment 
ranged from 0.9 percent of all psychiatric outpatients 
treated in 1971 to 1.1 percent in 1973. The cost for 
treatment for this population during the same time period 
ranged from 8.7 percent to 10.3 percent of the total cos: 
of physicians’ treatment of mental disorders.3

The availability of coverage limited only by medical 
necessity for intensive psychotherapy during the early
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1970s did not scent 10 cause any appreciable increase in 
the number o f  people using this form of treatm ent. It is 
clear that in this system , which offered a com prehensive 
benefit — the full range o f  mental health serv ices — that 
the number o f  people utilizing intensive psychotherapy 
remained consistently low. This seems a self-stabilizing 
factor mitigating against threats o f  exorbitant overutilization 
o f the benefit.

Still, misconceptions about the excessive duration and 
costs for all psychiatric care have prevailed, and unwar­
ranted discriminations against both inpatient and outpatient 
psychiatric care in general have persisted. The growing 
body of data and coverage experience suggests that these 
concerns and resultant discriminations need to be reviewed. 
A look at the larger picture of utilization of mental health 
benefits in comparison to use of other medical services 
indicates, too, that even with unlimited access to psychiatric 
care, use is predictable and the portion of the total health 
dollar consumed is modest.

The “Moral Hazard” Myth
Another myth is that mental health care costs are 

unstable because of the “moral hazard" which is especially 
applicable to psychiatric coverage. “Moral hazard" de­
scribes the case in which the services demanded for 
treatment of an illness depend, in part, on the price of 
f ese services. Since insurance lowers the price to con­
sumers, more services may be used than if the consumer 
were required to pay the entire medical bill.

Arguments for restricting mental health benefits focus 
on the assumption that libera! coverage encourages un­
necessary and excessive use. Supporters of this view cite 
data such as this: Among outpatient uscis of mental health 
care in the federal employees Blue Cnss-Blue Shield 
plan, 9 percent accounted for 45 percent of the total cost. 
Likewise, in the Michigan Blue Cross plans, the highest 
utilization group of persons, consisting of 10 percent of 
the users with mental disorders, accounted for over 60 
percent of the charges.

But that someone with insurance may be more likely 
to initiate medical care, and once under care, be likelier 
to opt for more extensive treatment is not a phenomenon 
exclusively found in the mental health area. General medical 
literature also has documented the fact that insurance 
encourages utilization of physician services. The 1981 
Rand study, for example, reported that 1 percent of 
utilizers of medical care in the 7,500 sample accounted 
for 28 percent of the total expenditures.

Another study, “Insurance Effects on Employer Group 
Dental Expenditures,” published in the June 1984 issue 
of Medical Care, further illustrates this point. The study 
found consumers spend more on dental care when they 
have dental insurance, and 81 million Americans have 
this type of coverage. Specifically, the study’s findings 
indicate that total outlays for covered dental service are 
36 percent higher for employees whose group insurance 
requires no cost sharing than for workers whose group 
insurance covers only 80 percent of, the costs of basic 
dental services.

There is no established consensus about die extent o f  
the impact of insurance on use o f psychiatric services. 
Nonetheless, it is unw arranted to assum e dial this is a 
phenom enon unique to mental health care and. therefore, 
that specific benefit lim itations to control for moral hazard 
are justified. The d istribution o f higher users o f  m ental 
health benefits seem s, if  anything, to be less extrem e.

According to a National Center for Health Statistics 
survey of ambulatory care conducted between May 1973 
and April 1974, less than 20 percent of all physician 
visits arc for problems considered “serious" or “very 
serious" by physicians. Nonetheless, 61 percent of all 
visits concerned problems for which the same patient had 
been seen by the same physician before, and, in roughly 
the same percentage of cases, the patient was instructed 
to return for yet another visit.

The demand for medical services, in other words, 
has little to do with “seriousness" in terms of clinical 
judgment. Relief from discomfort or anxiety is the most 
common motive for seeking medical advice. Thus it is 
both impossible to design a health insurance program 
around a concept of “seriousness,” and illogical to apply 
a “seriousness" doctrine to coverage of psychiatric services 
alone. In that same vein, it is inappropriate for carriers 
to provide open-ended coverage for various nonpsychiatric 
conditions while restricting coverage for mental disorders. 
Yet, a recent study by Roche Products, Inc. showed more 
than 90 percent of psychiatrists stated they seldom or. 
never sec patients who primarily are seeking self- 
improvement.4

" T he re  is  n o  
a b o u t th e  e x te n t  o f  th e  im pac t'-o fj& B  
in s u ra n c e  o n .t h e  u s e - o f .p s y c h ia t r ic '  
s e rv ic e s . N o n e th e le s s / f i t  
u n w a r ra n te d  to  a s s u m e ' lh a t jh i s i s a  
p h e n o m e n o n  u n iq u e ' t o m e r t fa l j i e a r n
c a re .
u se rs  o f  m e n ta l h e a lth  b e n e fits  seem s?) 
i f  a n y th in g 'r to fb

Lengthy inpatient care and intensive outpatient treat­
ments are important and valid approaches in psychiatric 
care, just as open heart surgery is an important and valid 
method of treatment for cardiac patients.

The Cost-Effectiveness Debate 
A third myth is that mental health care is not cost- 

effective. When benefits for mental health care are expanded 
and the stigma associated with receiving treatment for 
mental conditions decreases, an initial increase in insurers’ 
costs attributable to psychiatric care is likely to occur. 
However, with psychiatric problems no longer masked 
under other diagnoses, and with early detection and ap-
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propriuie treatment of these conditions, it aiso is probable 
tliat such costs will be offset partly by reduced expenditures 
for care of other illnesses.

Over the past few years there has emerged a body 
of evidence that spending for psychotherapy produces 
savings elsewhere through increased employee productivity, 
reduced absenteeism and lower costs for other medical 
care. There is wide and growing acceptance in private 
industiy that it is worthwhile to invest in providing mental 
health services to employees as corporations can recoup 
some of the costs of this coverage in other areas.

Increasing medical care expenditures has made evi­
dence of cost-effectivcness essential. In psychiatric treat­
ment, however, results are not as quantifiable as in other 
medical disciplines. What is the dollar value of relief 
from incapacitating depression or anxiety, for instance? 
How can one measure the benefits to a child who is no 
longer beaten by an alcoholic father or calculate the 
advantages of a patient’s increased capacity for intimate 
relationships?

Yet some notable studies have been done which doc­
ument the cost-effectiveness of psychiatric care in quan­
tifiable terms. Among these was an extensive, three-part 
study reported in 1980 which found that the use of 
community based programs for the chronically disabled 
psychiatric patients greatly reduced the need for hospi­
talization, lengthened community tenure and enhanced 
community adjustment. A rigorous cost-benefit analysis 
determined ihat benefits outweighed costs by about $400 
per individual.7

A s :c o m p a n ie s  lo o k  f o r  a r e a s  to  
tr im  c o s ts t p s y c h ia t r ic  b e n e f i t s  o f te n  
a re  th e  f ir s t  to  g o , fu r th e r  e r o d in g  th e  
a? r e a l in s u ra n c e  p ro v is io n s  o f  th e i r  
^  c o v e ra g e . T h is  is e s p e c ia l ly  t ru e  

w he re  p s y c h ia t r ic  b e n e f i t s  f o r . 
c a ta s t ro p h ic  i l ln e s s  a re  e lim in a te d  .{ 

p ro v id e  f o r  m o r e  p re d ic t a b le  , 
R o u t i n e  d e n t a l c ^ e y i o p e x a m p l e ^

A 1980 study looked at the issue of costs and benefits 
from a broad societal perspective. The focus was on the 
impact of the psychoactive medication lithium on the costs 
generated by manic depressive psychoses. Their conserv­
ative estimate of the 10-year savings was $4.2 billion, 
that is, $2.9 billion in unexpended treatment costs plus 
$1.3 billion in productivity gains.*

Further, a 1983 study involving the Blue Cross-Blue 
Shield federal employees health plan showed a group of 
patients who began outpatient psychotherapy following 
diagnosis of chronic medical disease used 56 percent fewer 
medical services duripg the third year after diagnosis lhan

a group with the same diseases who received no outpatient 
psychotherapy.’'

These studies clearly show that treatment for mental 
illness is cost-effective and can be measured directly in 
terms of savings from nonutilization of other medical 
services.

28%
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P e r c e n t  o f  P a y m e n t

The Accountability Issue
A final myth is that psychiatric treatment is n< 

accountable to insurance carriers. Utilization review i 
the form of peer review has become the cornerstone < 
organiztd psychiatry’s accountability to payers and coi 
sumers. The goal of utilization review is to monitor tl 
necessity and appropriateness of care, while peer revic 
is intended to improve the quality of care. Psychiati 
peer review is carried out by psychiatrists and it 
concerned with utilization review, quality review, conti 
uing education, advocacy with third party payers I 
improved care and cost control.

Unfortunately, many insurance carriers have cho* 
to put strict limits on psychiatric care rather lhan implenv 
peer review procedures.

The American Psychiatric Association has develoj 
peer review services to give employers the option 
providing psychiatric care limite 1 only by medical nccess 
thereby enhancing their opportunity to achieve savi 
through cost avoidance in other areas of medical c; 
The APA’s peer review program was established in 
early 1970s and expanded in 1976 at the behest of 
Civilian Health and Medical Program of the Unifon 
Services (CHAMPUS), the health insurance program 
military families. Panels of psychiatrists are organize 
each of the APA’s district branches or chapters.

More than 400 psychiatrists nationwide now re' 
mental health benefits claims for a total of 24 nati 
and local insurers. Three psychiatrists review each ( 
basing their evaluations on guidclints in the Manw 
Psychiatric Peer Review, which is regularly revise 
the APA. In 1982, the APA conducted 5,000 review 
CHAMPUS and 965 reviews for other third part;

The reported cost savings resulting from use c 
APA program are impressive. Aetna Life and Casu 
peer review costs in 1981 were about S20.000, at
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estim ated savings were 52 -J m illion. Mutual o f  Om aha 
Insurance Com pany estim ated a savings o f about S300.000 
during us first year o f  participation in the program . 
CH A M PU S reports that peer review has led to ‘‘outright 
sav ings" o f S5 million a year since it began participating 
three years ago. In addition, savings in costs o f medical 
care avoided as a result of peer review may be three to 
four tim es greater than the direct savings. Peer review  
has been effective in assuring that necessary and appropriate 
care is delivered.

The APA program  is recognized by many third party 
payers as a responsible effort by the psychiatric com m unity 
to deal with significant issues o f  accountability. M ental 
health benefits require special attention by claims reviewers 
because o f  the e s tin tia l task o f  protecting patient confi­
dentiality in o rder for the treatm ent process to w ork. The 
A P A ’s peer review  program  makes this service available 
by utilizing careful, professional review ers in a system 
that assures accountability and confidentiality.

B usiness L ead ersh ip  N eeded
It has been predicted that 90 percent o f  health care 

services in 1990 will be delivered through contract ar­
rangem ents between providers and third party payers and 
their intermediaries. A lready systems are evolving to change 
the econom ics o f  health care delivery. T here is increased 
cost sharing to hcighton consum ers’ aw areness o f  cost, 
and there is m ore com petition between plans for prem ium  
dollars. D iagnosis related groups (DRG s) are altering 
dram atically medical services paid through M edicare and 
arc being adopted rapidly by num erous other all-payer 
system s.

T he extent to which business takes the lead in making 
choices and helping the medical and other health professions 
to set the course for health care delivery may well determine 
the success o r  failure o f  the evolving system s to provide 
quality care at reasonable prices to em ployers and em ­
ployees. Some crucial issues must be addressed in this 
process. O ne is that as m ore and m ore people a rc  covered 
by insurance the original definition o f  insurance is w eak­
ening. Increasing lim its on psychiatric coverage mean that 
em ployees are less likely to be protected against the onset 
o f  a catastrophic mental illness. A lso, as com panies look 
for areas to trim  costs,, psychiatric benefits often are the 
first to go, further eroding the real insurance provisions 
o f  the ir coverage. This is especially true when psychiatric 
benefits for catastrophic illness are elim inated to provide 
for m ore predictable routine dental care , for exam ple,

A second issue is that because o f  prevalent m yths 
about mental health benefits, access to  private psychiatric 
insurance coverage is lim ited and, consequently, m ore o f  
the burden for this care falls to the public sector, especially 
state mental health program s. O nly 12 percent o f  the 
paym ent for treatm ent o f  mental illness com es from private 
insurance dollars, compared with 28 percent o f  the payment 
for treatment o f  general medical conditions. States pay 
alm ost 50 percent o f  the cost o f  m ental health care while 
paying less lhan 15 percent o f  the cost o f  other medical 
treatm enfs?= . . .

This shift in the financial burden o f  mental health 
care to the public sector creates especially serious problem s 
for the mental!) ill in times o f  budget cutbacks bv all 
!cve>« o f  governm ent. Patients receive less care and som e­
tim es no care at all. The untreated show up on the streets 
as the hom eless and in the ja ils  and courts.

The public sector has a responsiblity to care for the 
2S million Americans who reported in a 1982 Robert 
W ood Johnson Foundation survey that they had serious 
trouble obtaining medical treatm ent. An estim ated one 
million o f  these people w ere refused treatm ent for financial 
reasons and had no where .lse  to tum  but to public 
facilities. I f  these facilities are crow ded with em ployees 
and their dependents whose em ployers have elim inated  
catastrophic psychiatric care from  their health insurance 
packages, then the poor and near-poor are left w ith no 
place to go for mental health care.

It is im perative that business stand up to this cha llenge 
to  provide insurance coverage in its truest sense for its 
em ployees to obtain private psychiatric treatm ent so that 
the state can provide adequate care to those with no o ther 
alternatives.

W ith accurate inform ation to dispel m yths about 
w hether psychiatric costs are controllable, the need for 
psychiatric treatm ent, the cost-cffectiveness o f  such ca re  
and accountability to carriers, business should be p repared  
to  lead the revolution into the next century to  assu re  
em ployees receive full, affordable and high quality  health 
care. 9

The opinions expressed in this article are those of the 
authors and do not reflect the official position of the 
American Psychiatric Association.
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FACT SHEET:
EQUAL INSURANCE 

COVERAGE FCR MENTAL ILLNESS

Currently, states regulate Insurance coverage for treafment of mantal
and emotional problems by guaranteeing that benefits for mantal II Inass are 
equal to benefits for physical Illness. Most health Insurance policies provide 
Inadequate ccverage for mantal Illness by limiting Inpatlont services and by 
providing no more than minimal outpatient services. Few, If any pollclos, ccver 
partial hospital Izatlon. Inadequate or untimely treatment of mental disorders 
Is very costly In terms of the well-beirg of the Individual, stability of the 
family and productivity In the work place. It may also result In costly and 
unnecessary hospitalIzatlon.

FACT:

FACT:

FACT:

FACT:

Over 50% of the patients who go to physicians ha/e symptoms due 
wholly or In part to mental or emotional factors.

Seme patients are forced to seek costly hospital Izatlon because 
outpatient or partial hospltal Izatlon services ere often not 
covered by their Insirance.

A

Most current Insurance plans provide Incentives for Inpatient care 
by paying only for Inpatient care rather than fcr outpatient or 
partial hospitalization care.''

Partial hospital Izatlon Is more effective than Inpatient care In 
effecting client social adjustment and reducing family stress, and 
Is comparable to Inpatlont care In provontl g relapses.

FACT: The cost of partial hospitalization Is usually one half, to one 
third the cost of Inpatient care.

Equal Insurance coverage for mantal lllnoss will dacrease medical utili­
zation and result In a cost-offset which should save consumers money.

FACT: Jones and Vlschl reviewed 13 studies end found that d^eased
medical wrglcal utilization occurred In 12 o f 13 -peffharn * wtion 
mental health care war Insirod. Reduction In utilization rarged 
frera 5S to Bit with a r̂ dIan reduction of 20JC.

FACT:

7 ACT:

FACT:

Blue Crocs of Western Pennsylvania Instituted psychiatric benefits 
and found a significant reduction In medical utilization - the 
monthly cost per patient war reduced 30£.

The University of Washington Health Services Center found a AlS 
reduction In the use of outpatient medical services by Individuals 
receiving mantal health services.
The G-oup Haalth 'ucsoclatlon of Washlrgfon D.C. found that 
patients with metal health coverage reduced their, nodical- 
swrglcal utlIIzotlon by 30.7*.

- I -
27-30



Equality of Insurance coverage for mantal 11 Iness has slgnl f leant benef Its for 

business and Industry*

FACT: Equltob la Life Initiated an emotional health program for employees
and Increased productivity by S3.00 for every $1*00 spent.

FACT: Kimberly-Clark began an Employee Assistance Prcgrom and realized a
7CX reduction In accidents.

FACT: ' Konneccrtt Coppor started cn Employre Assistance Program and found
a 6 to I benefit to cost ratio; a 52X Improvement In attendance; a
74.6X decrease In weekly Indemnity costs; and a 52.4X decrease In 
medical costs.

Currently most Insurance policies hove higher co-paynwnts, moro restrIctlons 
and lower 11 ra I* s for mental health care than are placed on physical Illness. Ai
a result, the mantal ly III, and In some cases, the tocpayor, must bear a far
greater burden for tho cost of mantal Illness than for physical Illness. 
Equalltyof Insurance coverage for mental 11 Iness wl 11 ensire that the prIvate sec­
tor shares In the cost of providing mantal health, thus freeing limited state 
dollars to fund services for the chronical ly mantal ly III.

Nationwide, public funding sources provide 5IX of the funds for 
mental health care, compared with 42X of the funds for general 
health care.

Insurance coverage accounts for only I5X of the total expenditures 
for mental health cere compared with 25X of the expenditures for 
general health care.

In 1980, fee collections In mantal health centers In New Hampshire
. Increased IO0X since Insurance coverage for mantal health caro
was mandatod In 1977.

Equal Insurance coverage for mental and nervous conditions fravoni-i unne­
cessary end costly hospitalization, benof Its employers, reduces nodical costs by 
.reducing utilization and saves tax dollars.

FACT:

FACT:

FACT:

27-51
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Alcoholism Treatment and Total Health 
Care Utilization and Costs
A  F o u r - Y e a r  Longitudinal Analysis of F e d e r a l  E m p l o y e e s

Harold D. Holder, PhD , J a m e s  O. B lo se , M PP

This s tud y  exam ines the e ffec t o f alcoholism  treatment se rv ices on overall 
health ca re  utilization and cos ts fo r health insurance enro llee3 under the 
Federal Employees Health Benefit Program w ith Aetna Insurance Company, 
1980 through 1983. C laims filed by 1697 trea'.ed alcoholics (and  the ir fam ily 
members) continuously enrolled w ith Aetna f ’uring the s tudy  period were 
exam ined. In the yea rs prior to  initial alcoholism  treatment, a lcoho lics incurred 
gradually increasing to ta l hea lth ca re  cos ts on 'he  average. These cost3 rose 
dramatica lly in the six months prior to  treatment, began to  decline a fte r 
treatment initiation, and continued to  fa ll during several fo llow -up years. For 
alcoholics Ies3 than 45 years o f age, cost3 eventually dec lined to  a point 
comparable w ith the lowest pre treatment levels.

(JAMA 1986̂ 56:1456-1460)

EARLIER studies have established 
that alcoholics have lower life expec­
tancies and thus higher mortality rates 
at younger ages than nonalcoholic pop- 

" ulations.1-3 Regular heavy ingestion of 
ethanol increases the chances of physi­
cal illness and early death.

On the average, alcoholics consume 
medical care resources at a much high­
er rate than nonalcoholic individuals.0 
There have been few studies, however, 
of the svay that alcoholism treatment 
affects overall health care utilization 
and costs. This relationship has become 
an important issue during the past 
decade as more insurance carriers, self- 
insured companies, and health mainte­
nance organizations (HMOs) have cov­
ered and/or provided alcoholism treat­
ment. Several.studies have examined

From Tire H im a n  Ecology h sM u te . C tu p e l  m .  NC (Dr 
HoOef a n d  Mr. B o w ) ,  a n d  Ihe S chool o l Pubkc Health. 
U v rtrM y  o l  N orth  Carctovi a l C h ap e l H I  (Or Holder) 

Re©mt r e q u e s ts  to  The H i n a n  E cology HstA rte. 211 
N C oL rrtS a  SI. S o le  B, C h a p e l H I. N C  27S14 (Dr 
Holder).

1456 JAMA. Sect 19. 1986-Vol 256. No. 11

the impact of alcoholism treatment on 
medical care cost and utilization using 
data from prepaid plans or HMOs (H. 
Hunter, unpublished data, November 
lyiS).*"' These have generally found a 
reduction in health care utilization or 
cost following alcoholism k.-eatm'enL 
Holder and Hallan* report similar find­
ings in a study of alcoholics in a 
fee-for-service population. Research in 
this area has.been more thoroughly 
revicwi d by Jone3 and Vischi10 and 
Saxe el al." While these studies con­
sistent!' show decreases in overall 
health :are utilization following alco­
holism treatment, the generalizability 
of the findings can be questioned 
because of the possibility of self­
selection in enrollment with HMOs.12,11 
Further, most of this research is based 
on relatively small numbers of cases 
concentrated in specific geographic 
areas.

The j'udy reported herein provides 
further evidence regarding changes in 
general medical care utilization and

costs following initiation of alcoholism 
treatment This research sought to 
avoid several limitations of many prior 
studies10 by the use of several design 
features: (1) a large, continuously 
enrolled treated alcoholic population 
(about. 1700 subjects), (2) a geographi- i 
cally diverse population including cases'̂  
from all 50 states, (3) longer pretreat­
ment and posttreatment time periods, 
(4) use of multiple cost and utilization 
measures to corroborate any observed 
effects, and (5) use of a comparison 
group.

In addition to providing an opportur̂ 
nity to corroborate the findings of 
previous small regional studies with a 
sizable national data base, this re­
search has the capacity to extend our i 
knowledge in two directions: (1) The 
large number of cases permits some 
exploratory analyses to be conducted 
on alcoholics of differing ages; and (2) > 
the long time period examined provides 
a longer and more detailed picture of 
the pretreatment cost patterns of alco- . 
holies than has been possible. j

RESEARCH APPROACH j
The data for this study were derived | 

from a review of all claims filed with '> 
the Aetna Life and Casualty Company I 
during the calendar years 1980 through I 
1983 by all persons insured under the j 
Federal Employees Health Benefit ■ 
Program. A3 of September 1983, the ' 
Aetna plan covered 390 000 enrollees 
(federal employees and retirees) and 
about 980 000 beneficiaries in all. ' 
About half of all enrollees were aged 60 j 
years or older. During the four-year j

Alcoholism Treatment—Holder 4 Blose ‘J
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■tudy period, 2034 individuals filed 
fiaimi for alcoholism treatment.

An alcoholic was defined as any 
yum who had received medical treat- 
m m l  tinder a primary diagnosis of 

{alcoholism. Aetna utilized a limited 
f̂alsification system for coding types 
of illnesses but did identify alcoholism 
diagnoses as a single group. Aetna did 
Dot utilize International Classification 
of Diseases codes during the time 
period covered by the study.

Since the primary purpose of the 
itndy was to examine longitudinal pat­
terns of medical care, only those fami­
lies that had continuous health insur­
ance coverage with Aetna during the 
ttudy period were used for analysis. Of 
all families with at least one alcoholic 
member, 1645 (57%) were continuously 
enrolled. Those dropped from the longi­
tudinal analysis were demographically 
similar to the continuously enrolled 

f̂amilies, and no temporal patterns in 
enrollment discontinuity were evident 

A randomly selected group of contin­
uously enrolled families that had filed 
no claims for alcoholism treatment 
during the study period was chosen. 
This random sample was stratified by 
age to ensure that the age distribution 
matched that of families with alcoholic 
members. The sample size (Nf3598) 
was twice that of the alcoholic family 
group. This group was used only to 
■ulce comparisons with the alcoholic 
families regarding general medical 
Ctra utilization patterns. It would be 
Inappropriate to utilize such a compar­
ison group for malting inferences 
lagarding the impact of alcoholism 
treatment14 

No statistically significant differ- 
Mces in demographic characteristics 
tP<.01) were found between the two 
family groups. Both had a mean family 

of approximately 50 years. This 
rixnilarity 4n age was the result of 
•electing in age-stratified comparison 
group. Mean family size was 2'A per- 
■w Family composition was similar 
M welL
* Ail medical care claims for both 
pvopa for services rendered during the 
priod from January 1980 through Sep­
tember 1983 were analyzed. Claims for 
••A cm] services received during the • 

quarter of 1983 were incomplete 
many such daim3 would not be 

until early 1984.' Costs were 
ArfWd as unique charges for services 

to Aetna by medical care 
Although the cost measures 
are limited to services for 

claims were filed with Aetna, 
A*plan is rather inclusive, and 
•  •■“ ires thus serve as fairly 

indicators of overall

health care utilization. Federal em­
ployees and annuitants can be insured 
under only one government-sponsored 
plan, including HMOs approved under 
the Federal Employees Health Benefit 
Program. While membership by Aetna 
enrollees or members of their families 
in other HMO3 is possible, we consider 
it unlikely given the high average age 
of Aetna enrollees and the large num­
ber of retirees enrolled. All charges 
were adjusted to control for inflation 
during the study pericd using the Med­
ical Care Index developed by the US 
Department of Labor as part of the 
Consumer Price Index All cost figures 
cited herein are stated in January 1980 
dollars.

Under the Federal Employees 
Health Benefit Program with Aetna, 
alcoholism treatment is explicitly cov­
ered under the surgical and medical 
expenses for mental disorders. There 
are two annual inpatient treatment 
benefit limits: $20 000 (high-option 
coverage) and $15 000 (low option). 
About 80% of the families in both the 
alcoholic and nonalcoholic study 
groups retained high-option coverage 
throughout the four-year period. Inpa­
tient treatment i3 covered only if part 
of a program of therapy supervised by 
a physician who certifies that a follow- 
up program has been established. Inpa­
tient care for detoxification alone with­
out an associated therapy program is 
not covered by the plan. Outpatient 
treatment coverage includes the ser­
vices of a physician or clinical psychol­
ogist Services rendered by other pro­
viders are covered if they are super­
vised by a physician .specializing in 
psychiatry. Annual outpatient treat­
ment benefits are limited to $1000 
(high-option coverage) and $750 (low 
option).

RESULTS
The total medical care utilization 

and costs of the two family groups 
were examined by calendar year. This 
family-based comparison ensures the 
broadest frame of reference, ie, all 
insured individuals are included. No 
statistically significant differences 
were found across calendar years with­
in either group. The four-year average 
per capita monthly health care costs 
for families with an alcoholic member 
were $209.60, or almost 100% higher 
than comparable costs ($106.54) for 
families with no apparent alcoholic 
members (statistically significant at 
Pc.01) (Fig 1). Most of this difference 
resulted from higher monthly inpa­
tient costs ($164.50 per person) for the 
families with an alcoholic member. 
These figures include both general

medical care and alcoholism treatment 
costs. When alcoholism treatment costs 
are omitted, the average per capita 
monthly health care cost of the alco­
holic families was $180.88.

The mean age for the 1697 treated 
alcoholics was 51 years. The age distri­
bution is shown in Fig 2, which shows 
that 85% were 35 and older and that 
more than 50% were more than 54 years 
old. About 65% were male. Treated 
alcoholics were located in all 50 states. 
Two thirds of those receiving alcohol­
ism treatment were enrollees (employ­
ees or annuitants), 24% were spouses, 
and 11% were dependent children.

The primary form of alcoholism 
treatment was inpatient care, with an 
average length of stay of 21.7 days. 
Inpatient’ alcoholism care ŵs received 
by 77% of the treated alcoholics and 
accounted for 95% of all alcoholism 
treatment costs. The utilization rate of 
the alcoholism benefit was low—les3 
than 1% of covered individuals were 
treated for alcoholism in any given 
year. The estimated benefit cost for 
Aetna's alcoholism treatment coverage 
was $1.34 per covered individual per 
year. About 65% of all charges were 
paid under tha plan.

Most of the inpatient care was con­
centrated in general hospitals (82% of 
inpatient admissions). Other forms of 
inpatient or residential care, such as 
specialized alcoholism hospitals (9.2%) 
and hospital-affiliated inpatient or 
alcoholism care centers (62%), were 
used less frequently. Outpatient care 
was conce* .rated in physicians (66.4%) 
and general hospitis (13.7%). Other 
outpatient providers included clinical 
psychologists (5.7%), speciaL-«d alco­
holism hospitals (2J5%), and psyciiiat- 
ric soda] workers (10%).

No individuals exceeded the annual 
benefit limits for inpatient alcoholism 
treatment and the outpatient benefit 
limits were exceeded only rarely—in 
'less than 1% of the cases. Benefit 
limits thus did not result in any signif­
icant underestimation of alcoholism 
treatment cost or utilization.

The pattern of overall medical care 
for treated - alcoholics was analyzed 
using the first known alcoholism treat­
ment event as a reference point The 
date of first alcoholism treatment was 
determined based on the available 
claims data. While it is possible that 
some individuals had previously re­
ceived alcoholism treatment, this, is 
unlikely to be a significant problem.

Since alcoholics began treatment 
during each month of the study period, 
individuals had varying amounts of 
pre- and post-alcoholism treatment 
initiation data available for analysis
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fig 1.— FamJy health care costs (per capita monthly average}, 1980 
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groups. Ninety-five percent confidence Smits are given in parentheses.

fig 2.— Age of persons receiving alcoholism treatment.

Table 1.—LonqitucSnal Patterns in Total Health Cara Cost and UtTrzatioo for Individuals With 
Available Data for 24-Month Pretreatment Period and 12-Month Posttreatment Period*

Variable

1524-mo
Pretreatment
Mean

1-12-mo
Pratreatment
Mean

• 1-12-mo 
Poatlraatment 

Mien F P

Total cost $247 $398 $251 4.76 <01

Inpatient cost $192 $316 $191 4.11 .01

Ambutatory cost $41 $49 $47 0.49 .61

No. o( inpatient days 0.7 1.6 0.7 9.98 <.01

No. of inpatient 
treatment events 0.03 0.07 0.05 13.60 <01

*N“344. first akxhofem treatment daim and Ka associated coat and utiizatlon have been excluded.
(

Table 2.—Longiturfinal Patterns in Total Health Cara Cost and Utilization (or Individuals With 
Available Data tor 12-Month F*etreatm9nt Period and 24-Month Posttreatment Period*

Variable

1-12-mo
Praboatmant
Mean

1-12-mo
Poettraatment

Mann

15-24-mo 
Poatlraatment 

Mean F P
Total cost $290 $242 $t92 3.85 .02

Inpatient cost $225 $188 .. $150 2.55 -07
Ambulatory cwt $48 $45 $35 2.31 .09

No. oI inpatient days *..2 1.0 0.8 4.73 <.01

No. of inpatient 
treatment events 0.06 0.05 0.04 6.46 <01

'N - 3 3 8 .  F irst a lco h o lism  tre a tm e n t c la im  a n d  its  a s s o c ia te d  c o s t  a n d  utilization h a v e  b e a n  ex c lu d e d .

We tested for statistically significant 
changes in medical care cost and utili­
zation using two groups of individuals 
having pretreatment and posttreat­
ment periods of similar length: (1) 
persons for whom a full 2A months of

pretreatment data and 12 months of 
posttreatment data were available and
(2) persons with 12 months of pretreat­
ment and 24 months of posttreatment 
data. Mean monthly cost and utiliza­
tion for specific 12-month intervals

were examined. Costs associated with ~ ‘ 
the first alcoholism claim have been 
excluded from these and all subsequent 
analyses reported herein. Sinco initial 
alcoholism treatment usually involved 
an expensive inpatient stay, including 
these costs in the analysis tended 
obscure the pattern of general medical " 
care utilization. All subsequent costs 
for alcoholism treatment were in­
cluded, however.

The total health care costs of group 1 
(24 months of pretreatment and 12 
months of-posttreatment data, N°344) 
averaged $247 per month during the 
period from 13 to 24 months prior to 
treatment initiation and rose to $333 t 
per month during the year immediate­
ly prior to treatment This declined to 
an average-of $251 per month during 
the year following treatment initiation 
(Table 1). Those in group 2 (N=»338) had 
an average monthly, total health care 
cost of $290 per month during the 12 
months prior to treatment (Table 2). 
This declined to $242 per month during 
the first year following treatment ini­
tiation and then declined further to a 
monthly average of $192. Each of the 
mean comparisons was statistically 
significant at P<SfL These changes in 
overall monthly medical care are pri­
marily the result of changes in inpa­
tient utilization (Tables 1 and 2). While 
the longitudinal cost patterns of the 
two groups are similar, they appear to 
differ in average monthly costs for the 
12-month pretreatment period. Some 
differences between groups should be 
expected due to stochastic variation.

J

1458 JAMA. Sept 19. 19B6-V 0I 256. No. 11 Alcohoksm Treatment—Holder & Sosa



m t''

65 and Over

-H

2500 13-18 * 1-81 7-12 18-24 31-36
31-36 19-24 7-12 11-6 13-18 2530

Be loro Treatment Posttreatment Wtiation

Fig 3.—Averaoe monthly total health'care costs for alcoholic individuals 
by six-month intervals (total population). Costs associated with first 
alcoholism treatment encounter were excluded.

2530 13-13 1-6 7-12 19-24 31-36
31-30 19-24 7-12 11-6 13-18 2530

Before Treatment Posttreetmert htsation

Fig 4.— Average total health care costs for aloohofic IrxSviduats by 
six-month intervals, by age group. Costs associated with first alcohofsm 
treatment encounter were exdudod.

1
1
t
J
i

m

r

r

t
2
)
a. v
9 ’
iU-

9 ^ ,

1 
1 
d
3
2 
I.
£-

a
a

a

h

L

- i

I

&i

Although the precise reasons for this 
particular difference are unclear, it is 
fairly certain that it is not due to a 
systematic discrepancy between indi­
viduals beginning treatment at differ­
ent times. A comparison of the demo­
graphic ’laracteristics of each of the 
four-year cohorts found no statistically 
significant differences. A cross-cohort 
comparison of average monthly costs 
also found no significant differences.
. Taken as a whole, these results clear­

ly indicate that mean monthly total 
medical care costs gradually increase 
before the initiation - of alcoholism 
treatment, decline immediately follow­
ing treatment initiation, and continue 
to decline at least into the second 
year.

These statistical analyses of specific 
subgroups were necessary to ensure 
that individuals were compared across 
•imilar time periods. However, overall 
patterns in monthly total medical care 
costs can also be examined by pooling 
the pretreatment and posttreatment 
data from all 169/ treated alcoholics to 
obtain a distribution of average month­
ly costs per individual during a six- 
year period (36 months before and 
after treatment initiation). A plot of 
this distribution i3 shown in Fig 3, 
■*ing means for 12 different six-month 
burvals, where the midpoint on the 
koriiontal axis is the start of alcohol­
ism treatment Monthly cell sizes 
always exceed 300 individuals.

This plot shows that on the average, 
from 36 to 12 months before alcoholics 
bnpn alcoholism treatment their medi- 

costs gradually increase, with 
•vvragr monthly costs per person ris- 

from approximately $130 to $179. 
Luring the year before treatment

Sret 19. 1966-Vol 255, No It

begins, however, total medical care 
costs rise much faster. The average 
monthly medical care cost rose to $452 
in the six-month period before alcohol­
ism treatment and to $1370 in the final 
month.

After treatment begins, total medi­
cal care costs drop fairly rapidly for 
about 12 months. This drop continues, 
though more slowly, during the next 
two years. Total health care costs 
averaged $294 per month during the six 
months following treatment initiation, 
but only $190 per month by the third 
post-treatment initiation year.

While this pattern of overall medical 
care costs wa3 almost identical for both 
men and women, alcoholics of different 
ages showed distinct medical care cost 
patterns. We examined three age 
groups: less than 45 years, 45 to 64 
years, and 65 years and older. Alcohol­
ics in each age group followed the 
general patterns of the total group (Fig 
4). Yet there was a clear association 
between age and the extent of the drop 
in medical care costs following the 
start of alcoholism treatment. By 36 
months after the start of treatment, 
the average monthly total costs of 
those less than 45 years (N=440) had 
dropped to a level comparable with 
that experienced 36 months prior to 
treatment.

The middle age group (45 to 64 years 
old, N=823) is most like the model age 
of groups typically represented in pre­
vious studies of treated alcoholics. The 
health care costs of this group also 
dropped significantly following the 
start of alcoholism treatment, although 
they did not reach levels as low as 
those existing several years prior to 
treatment. The oldest group (N=434),

which consisted primarily of retirees, 
experienced the highest overall medical 
care costs and showed the least conver­
gence to the levels that existed prior to 
initiation of alcoholism treatment

COMMENT
The results presented herein provide 

important confirmation of the findings 
of previous studies showing a decline in 
the health care costs of alcoholics 
following the initiation of treatment 
No study of a single enrolled popula­
tion can be definitive, given both the 
diversity of the alcoholic population 
and the diversity of populations en­
rolled under employee health benefit 
plans, as well as variances in types of 
coverage and services available in dif­
ferent regions of the United States. 
Nonetheless, this research is probably 
more generalizable than many previous 
studies based on smaller regional sam­
ples. Additionally, the long time period 
available for analysis allowed us to 
examine the pretreatment medical care 
cost patterns of alcoholics more thor­
oughly than has been possible in prior 
research. This examination identified 
more clearly the nature of the rapid 
increase in costs that occurs in the year 
immediately preceding initial alcohol­
ism treatment It appears that within 
the six months prior to the start of 
alcoholism treatment, the emotional 
and physical prob.ems of the average 
alcoholic escalate. These worsening 
problems manifest themselves in the 
use of additional health carc services. 
This sharp upward ramp is not unique 
to alcoholism but also occurs for other 
chronic diseases.15

Further, the large sample size per­
mitted for the first time an exploration
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of the possibility, that the effects of 
alcoholism treatment on health care 
could vary by age. Indeed, the findings 
indicate that this may be the case. Only 
for persons less than 45 years of age 
did posttreatment health care costs 
eventually decline to a level as low as 
that experienced Beveral years prior to 
alcoholism treatment While persons in 
older age groups also experienced 
declining costs after starting treat­
ment, these costs did not decline to a 
point comparable with the lowest pre­
treatment levels. This is likely a result 
of the increasing medical care costs 
that accompany aging,1* as well as 
potentially more serious alcohol- 
related health problems due to a longer 
period of chronic abuse.1*1*

It is possible that some of the post­
treatment decline in total medical care 
costs resulted from factors other than 
the treatment itself, -particularly sta­
tistical convergence to the mean. While

Reference*
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this factor may be operating for some 
individuals in the period immediately 
following treatment initiation, the 
longer-term decline in posttreatment- 
costs is more likely the result of alco­
holism treatment 

The effects of specific forms of treat­
ment cannot be evaluated using these 
data. Rather, the findings are relevant 
to an actuarial concern for the extent 
of risk for increased benefit payments 
by a health insurance company, a 
self-insured employer, or an HMO. 
From this perspective, the aggregate 
reductions in total health care costs 
associated with alcoholism treatment 
in a situation where there is no direct 
control of the quality or type of alco­
holism treatment are most relevant 

Random assignment to treatment 
and “no treatment” conditions to con­
trol for motivation to seek care is not 
possible in studies of this type. In any 
case, it is unlikely that a “no treat-

E xp  Res 19792315-120.8. Hayami DE, Freeborn DK: Effect of coverage on um of an HMO alcoholism treatment program, outcome, end medical care utilization. Am J  Pub lic  
H ealth 1981171̂113-1143.9. Holder HD, Hallan JR M edical C a n  and 
Alcoholism  Treatm ent Cods and U tilisation .: A  
F ive -Y ea r A nalysis q f the C a lifo rn ia  P ilo t P ro jec t 
to P ro -id s  H ealth Insurance Coverage fo r  A lcohol­
ism. Chapel Hill. NQ H-2 Inc, 1981-10. Jones KR, Viechl TR: Impact of alcohol, drug abuse and mental health treatment on medical care utilization. Med C a rs 1979373-82.11. Saxe L, Dougherty D, Eity K, et ak The 
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ment" alcoholic group randomly se­
lected from the same enrolled popula­
tion could be diagnosed and ethically 
denied care. Further, enrollees who are 
motivated to seek alcoholism treat­
ment are the ones most likely to expe­
rience reductions in health care uti­
lization and cost The health policy 
question is not whether alcoholism 
treatment can bring about a reduction 
in total health care under controlled 
conditions but whether such treatment 
as actually rendered to a large popula­
tion that is motivated to seek care can 
result in reduced overall health care 
costa. The results of this study provide 
further evidence that this question 
should be answered affirmatively.

— . lThis research waa conducted under a contract from th* National Institute on Alcohol Abus* and I Alcoholism, US Department of Health and Human Service!, contract ADM 281 83 001L '
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T here exists within the health 
care sector a considerable 
controversy over the issue of 
how to meet the costs*of pro­
viding care for mental illness, 

alcoholism, and drug dependency. A 
major issue in this debate is the trend 
towards legislative mandates to in­
clude certain minimum benefits for 
mental illness, alcoholism, and drug 
dependency in insurance plans of­
fered by insurers and health mainte­
nance organizations. At this writing, 
over twenty states mandate some form 
of these benefits and such legislation 
is under consideration in a number of 
other stales.

There is significant reluctance on 
the part of many insurers and health 
m aintenance organizations to em ­
brace any form of mandatory bene­
fits. The insurers and health main­
tenance organizations have expressed 
the belief that provision of such bene­
fits should be the choice of the indi­
vidual or group purchaser.

The care providers for such ill­
nesses, and other advocates of such 
care, contend that the social stigma 
and general denial systems of these 
illnesses prevent a groundswell of de­
mand for such benefits by the public. 
They further contend that employers 
who are aware of this public percep­
tion do not feel meaningful pressuies 
to voluntarily provide or expand bene­
fits of this nature.

Against this background, a chorus 
o f claim s and counterclaim s has.

arisen from both camps. Central 
among these claims are four issues 
which this report attempts to explore. 
They are:

(1) A num ber o f insurers and 
health maintenance organizations 
claim that mandating benefits for 
mental illness, alcoholism, and drug 
dependency will dram atically in­
crease premium costs for health care 
protection and be disruptive to the 
health care delivery system.

(2) Some insurers and health main­
tenance organizations indicate that 
mandating these benefits will acceler­
ate a trend by employers towards self- 
insurance as a means of avoiding the 
impact of the mandates, since at this 
time there is a legal question as to 
whether self-insured plans must com ­
ply with most existing legislation.

(3) Many insurers and health main­
tenance organizations also contend 
that individuals and employers faced 
with the increased costs of health cov­
erages because of mandated benefits 
will severely curtail or terminate their 
existing group insurance programs.

(4) A number of providers of care 
for mental illness, alcoholism, and 
drug dependency claim that mandat­
ing such benefits will lead to signifi­
cantly increased utilization of such 
benefits. While conceding that this in­
creased usage may result in modest 
increases in costs for such protection, 
they contend that there will be an off­
set in savings through less general med­
ical a.id hospital services utilization.

It is the purpose of this paper to ex­
plore these four issues by reviewing 
the actual health insurance experience 
in six states which have had mandated 
benefits in some form for a period of 
time. The six states reviewed in our 
report are Arkansas, Connecticut, 
Maryland, Massachusetts, Oregon, 
and Wisconsin. These states were se­
lected for their many diverse charac­
teristics to provide balance to the 
report. They differ in region, popula­
tion, economy, and other important 
social measurements. Their mandat­
ed benefits were incepted at different 
points in lime and differ widely in 
structure.

Methodology

The relatively short period of time 
since Wisconsin enacted the first 
mandated health insurance legislation 
in 1972 has made it difficult to obtain 
hard data on claim experience on 
mental health, alcohol, and drug 
claims in post-mandated benefit peri­
ods as contrasted lo pre-mandated 
benefit periods. In the absence of such 
data, we conducted our study by con­
tacting sources located in the six study 
states who had beer, actively involved 
in the pricing, administration, and 
marketing of large numbers of group 
health insurance plans during both 
pre-mandated and post-mandated 
periods. No individual coverage ex­
perience was studied.

A total of thirty-one sources were
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. in s o m e  states legislation requires inclusion o f the 

m a n d a t e d  benefits in all g r o u p  insu ran ce p r o v i d e d  in the state. # #

contacted. All of the sources respond­
ed. T hese  sources adm in istered  
84,500 plans in the study states cover­
ing a total of 8,822,100 participants. 
The sources have access to very sig­
nificant data from both a quantitative 
and qualitative standpoint. The major 
carrier responded in each state. The 
largest national private carrier re­
sponded in each state. A national ac­
tuarial consulting firm responded for 
all states. A large national employer 
with locations in five of the six states 
responded for those five states. The 
balance of the responses were from 
major group insurers and indepen­
dent agents located in the states stud­
ied. The respondents’ answers.were 
recorded exactly as given; however, it 
is obvious the respondents tended to 
round their numerical responses.

We have utilized data on mandated 
legislation that is aged for several 
years. This was done to present a 
mandated benefit structure for each 
state that would track as closely as 
possible with the period studied. The 
period studied was from the effective 
date of the mandates to a point thirty- 
six months after the mandates became 
effective. There may well be differ­
ences in the mandated benefits illus­
trated in the study and some legisla­
tion now in place.

Certain clarifications as to termi­
nology are important. In questioning 
the experience of the respondents as 
to cost history, the respondents were 
asked not only if premiums increased 
but if  prem ium s would have d e ­
creased in the absence of the mandat­
ed mental health, alcohol, and drug 
dependency benefits. This is impor­
tant because respondents indicated 
some leveling of costs in recent years 
due to cost containment programs. 
We are also aware that it might not be 
desirable politically or from a mar­
keting standpoint for an insurer to ac­
knowledge cost increases for mandat­
ed benefits. It would not be difficult 
for the insurer to make internal rate 
adjustments to reach desirable pricing 
levels.

In regard to "mandated benefits," 
the term has a different meaning in 
different states. For example, in some 
stales legislation requires inclusion of 
the mandated benefits in all group in­
surance provided in the slate. In other 
states, the insurer or health mainte­
nance organization must provide the 
benefit as an option for an employer to 
elect. In yet a third arrangement, an 
employer has the option, by written 
refusal, to waiver the mandated bene­
fits.

It should be noted as a point in in­
terest, there arc many other mandated 
benefits that do not deal with mental 
illness, alcohol, or drug abuse issues 
which are in place in the states we 
studied.
I t should be noted that in access­

ing the move from insured to 
self-insured health plans by em­
ployers, we measured the move­
ments that were solely attribut­

able to mandated benefits or where 
mandated benefits were the major 
causative factor in the respondents' 
view. This is important because there 
are two points to consider in evaluat­
ing the movement of plans from in­
sured to self-insured status. The first 
point relates to the size of the group 
involved. The respondents indicated 
that a group of less than 100 partici­
pants was not generally appropriate 
for self-insurance. This fact has par­
ticular significance in that the number 
of employers with less than 100 em­
ployees generally significantly out­
numbers those employers with more 
than 100 employees. The second 
point is that mandated benefits are on­
ly one of the reasons, according to re­
spondents, that such plans change 
status.

Table One 
Mandated Benefits in Place 

During Period Studied 
Arkansas

Drug—No benefits in legislation 
during period studied.

Alcohol—No benefits in legislation 
during period studied.

Mental Health—There are no mini­

mum benefits specified for inpatient 
treatment. Reimbursement for ser­
vices in a licensed outpatient psychi­
atric center on a par with those for 
health care services in a hospital. 
Minimum for both inpatient and out­
patient of $4,000 per year. Employer 
must sign waiver to delete these bene­
fits from coverage.

Connecticut 
Drug—There were no drug benefits 

during the period surveyed.
Alcohol—For Group and Individ­

ual plans the benefits provide for 45 
days inpatient coverage in a hospital 
or residential facility.

Mental Health—Inpatient benefits 
provide for at least 60 days full hospi­
talization or 120 sessions of partial 
hospitalization in a hospital (whether 
or not operated by the State) in any 
calendar year.

Outpatient benefits provide a de­
ductible on a par with that for other 
illnesses. 50% copayment with man­
dated m aximum benefit of up to 
$1,000 in any calendar year. Avail­
ability of additional benefits, up to a 
maximum of $1,000 at option of 
group policyholder with deductible or 
copayment provisions on a par with 
those for other illnesses.

M aryland 
Drug—Inpatient benefits cover 21 

days; there is a $1,000 outpatient ben­
efit with 80% copayment.

Alcohol—For Group plans only, 
the benefits provide 7 days detoxifica­
tion; 30 days residential; 3G outpa­
tient visits for at least $1,000 with a 
lifetime limit of 120 inpatient days 
and outpatient visits combined.

Mental Health—Inpatient benefits 
provide at least 30 days full hospital­
ization in any calendar year or benefit 
period. Mandates optional availabil­
ity for partial hospitalization. Where 
a patient lives at home part of the time 
and spends some time in a treatment 
program.

Outpatient benefits provide copay­
ment of up to 50 % of the benefits pro­
vided for other types of illness.



Effect of M a n d a t e d  D r u g ,  

Alcohol, a n d  M e n t a l  Health 

Benefits o n  G r o u p  Health 

I n s u r a n c e  P r e m i u m s

Stales and 
Plans Surveyed

Tabic Two 

Study Results—By Individual States

Increase in Premium

Insured-
Self-

Insured
Plans

Terminating
Offsetting 
Cost Reductions

Arkansas 
Groups—6,420 
Participants 

619,700

Connecticut 
Groups—16,400 
Participants 

1,565,000

Maryland 
Groups—13,750 
Participants 

1,295,600

Massachur
Groo-
Part'-

ups— 1,060
Participants

822,400

None - 0
1-5% - 0
5-10% -  100%
10-15% -  0

None 
1-5% -
5-10% - 
10-15% -

None 
1-5% -
5-10% - 
10-15% -

None 
1-5% -
5-10% - 
10-15% -

None 
1-5% -
5-10% - 
10-15% -

4one
,-5% -
i-10% - 
0-15% -

75%
25%
0
0

42%
0

58%
0

40%
40%
0
20%

33%
0

67%
0

25%
0 None-88%

75% Modest-12% 
0

None

None

None

None

None

None

None

None

None

None

None

None -  33%
Significant -  0
Too early 

to determine -  67%

None -  40%
Significant -  20% 
Too early 

to determine - 40%

None -  29%
Significant - 0 
Too early 

to determine -  71%

None -  75%
Significant - 0
Too early 

to determine - 25%

None -  33%
Significant -  33% 
Too early 

to determine -  34%

None
Significant 
Too early

- 50%
- 28%

to determine -  22%

M assachusetts
Drug—There were no drug benefits 

during the period surveyed.
Alcohol—For Group and Individ­

ual plans and Health Mainienance Or­
ganizations the benefits provide for 30 
days inpatient and $500 outpatient 
coverage.

Mental Health—Inpatient benefits 
provide at least 60 days full hospital­
ization in a licensed/accredited pub­
lic/private mental hospital in any cal­
endar year. Benefits and limitations 
on a par with those for other illnesses.

Outpatient benefits provide up to 
$500 per year for services furnished 
by a comprehensive health service or­
ganization, a licensed/accredited hos­
pital, an approved merftal health 
center, and other mental clinics or day 
care centers with furnished mental 
health services or services provided 
by a licensed psychotherapist, psy­
chologist, or clinical social worker.

Oregon
Drug—There were no drug benefits 

during the period surveyed.
Alcohol—For Group plans only, 

the benefits provide for $6,000 per 
24-month treatment period with mix 
of inpatient, residential, and outpa­
tient and with usual copayments and 
deductibles.

Mental Health—General: Maxi­
mum overall benefit of up to $9,000 in 
any 24-consecutive month period (un­
less payments are for both chemical 
dependency, including alcoholism, in 
which case an overall benefit cap of 
$6,000 may be applied.) Deductibles 
and copayments on a par with those 
for other illnesses.

Except as noted above, inpatient 
benefits provide for not less lhan 
$7,500 in any 24 consecutive month 
period for full hospital or other health

( I )  Some 22 sources provided both statistical 
data and background information. A number 
of organizations had sources reporting in more 
than one state. One source omitted a question 
due to premium tracking dilTiculiy. Further de­
tails regarding this study are available'to inief- 
esied readers from the authors. .. V

Wisconsin
Groups—5.830 I 
Participants 

755,000

facility within the dollar limit for in­
patient.

Except as noted above, outpatient 
benefits provide not less than $2,000 
in any 24 consecutive month period.

Wisconsin 
Drug—For Group plans only, the 

benefits provide 30 days inpatient 
coverage and the first $500 of outpa­
tient treatment.

Alcohol—For Group plans only, 
the benefits provide 30 days of inpa­
tient coverage; and the first $500 of 
outpatient coverage.

Mental Health—Inpatient benefits 
provide at least 30 days full hospital­
ization in any calendar year in ap­
proved public or private hospitals. 
Benefits on a par with those for other

illnesses. Partial hospitalization in­
cluded under outpatient coverage.

Outpatient coverage provides not 
less than $500 in any calendar year, 
including partia l hospitalization . 
(State may adjust the dollar limit ev­
ery two years.) Benefits on a par with 
those for other illnesses.

Summary ^
Composite Results for AH 
Sources 

(1) 35% of the sources indicated 
there was no measurable premium in­
crease in the plans they covered attrib­
utable to the inception of mandated 
benefits.'

11 % of the sources indicated tha'
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W i t h o u t  exception the r e s p o n d e n t s  indicated there h a d  b e e n  

n o  p l a n  t er m i n a t i o n s  d u e  to m a n d a t e d  m e n t a l  health, alcohol, 

a n d  d r u g  benefits. f t

they had experienced premium in­
creases in the I -5  % range in the plans 
they covered attributable to the incep­
tion of mandated bencfi’s.

50% of the sources indicated that 
they had experienced premium in­
creases in the 5-10%  range in the 
plans they covered attributable to the 
inception of mandated benefits.

3% of the sources indicated that 
they had experienced premium in­
creases in the 10-15% range in the 
plans they covered attributable to the 
inception of mandated benefits.

(2) 98% of the sources indicated 
there had been no change from in­
sured to self-insured status due solely 
to the mandated benefits in th^ plans 
which they administered.

2% of the sources indicated chang­
es from insured to self-insured status 
due solely to the mandated benefits in 
the plans which they administered.

(3) None of the sources in our 
study slates indicated that there had 
been any plans terminated due to the 
implementation of mandated benefits.

(4) 14% of the sources indicated 
they had experienced measurable cost 
reductions in other areas since the im­
plementation of mandated benefits in 
plans which previously did not offer 
coverage in the mandated benefit ar­
eas or offered limited coverage in 
those areas.

43% of the sources indicated there 
had been no offsetting cost reductions 
in other coverage areas since the in­
ception of mandated benefits.

43% of the sources indicated that it 
was too early to determine if there had 
been savings in other coverage areas 
since the inception of mandated bene­
fits.
Observations

The composite figures indicate a 
consistency of response throughout 
the six slates studied despite their 
aforementioned differences. 
Premium Increases

We found no dramatic premium in­
creases in the states studied due to 
mandated mental health, alcohol, and

drug benefits. Some respondents in­
dicated that a reason for this was that 
although individual ciaims for the 
mandated benefits may be significant, 
the number of claims for these bene­
fits as a percentage of the total claim 
exposure was not significant in their 
experience. Another reason given for 
the moderate premium increases is 
that many plans already had benefits 
in place for mental health, alcohol, 
and drug abuse which approached, 
equaled, or exceeded the mandated 
benefits. The major carrier reported 
premium decreases in two states after 
mandated benefits were enacted. We 
believe it lair to assume that in many 
cases the premium increases indi­
cated were the result of prospective 
rate increases by the insurers as op­
posed to rate adjustments based on ac­
tual experience. The respondents, in 
large numbers, indicated they simply 
had no hard claims figures on the 
mandated benefits being studied. It is 
interesting to note that a major carrier 
estimated claims made for substance 
abuse (not including mental health) 
were less than one-half of one percent 
of total claims. Another area not dealt 
with in our study but of considerable 
interest u> the effect of costs occa­
sioned by the involvement of family 
members in the treatment of sub­
stance abuse patients. It has been indi­
cated that health care providers seek­
ing reimbursement for family ser­
vices are assigning nervous or mental 
health diagnosis such as "adolescent 
adjustment disorder" or “ stress" to 
the family members (Science Man­
agement Technology Study 1981.)
Trend to Self-insurance 

The two percent of the respondents 
reporting plans changed solely due to 
mandated benefits indicated only five 
plans were actually changed. The re­
spondents reported a modest trend lo 
self-insurance in plans of over one 
hundred lives; however, reported that 
mandated benefits were a minor con­
sideration in that trend. Cash flow, 
plan design flexibility, and elimina­

tion of premium taxes in states where 
they exist, were cited as the main rea­
sons for the movement to self-insur­
ance. Future legislative efforts at the 
federal level could impact on this area 
if “ qualified plans" were dealt with in 
regard to mandated benefits as con­
trasted to the current state approach 
which deals primarily with insurers 
and health maintenance organiza­
tions.

Plan Terminations
Without exception the respondents 

indicated there had been no plan ter­
minations due to mandated mental 
health, alcohol, and drug benefits.

Offset Savings
No conclusion as to whether mean­

ingful offset savings had been experi­
enced could be reasonably deter­
mined from the sources’ responses. 
The respondents differed more on this 
question than any other. It was inter­
esting to note that those sources re­
porting offset savings were associated 
with the administration of plans with 
large numbers of participants. These 
respondents note that outpatient costs 
had increased with utilization after 
mandates, however, inpatient costs 
had decreased and the total of outpa­
tient and inpatient costs had de­
creased. A reason cited for this result 
was that many participants no longer 
had to enter a hospital in order to re­
ceive benefits for mental health, alco­
hol, or drug abuse. Another factor to 
be reckoned with over time is the shift 
in costs resulting from previous mis­
diagnosis of drug, alcohol, and men­
tal health claims. It is not uncommon 
for the family physician to label these 
claims differently in order to allow the 
patient to avoid stigma and discrimi­
nation, and to obtain reimbursement 
where none is provided under drug, 
alcohol, or mental health.
(I/R Code No. 3250.00)J

Barbara Browne isano fT ke rlnThe Browne 
Company, a Wishlngton-based national in­
surance and tax planning firm . P rio r to her 
association with the firm , Ms. Browne was
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Office M anager fo r Aetna Life and Casu­
alty in C leveland, O H .

Raymond F. Browne is an officer in The 
Browne Company. He attended the Univer­
sity o f  M ary land . M r. B rowne’s artic les 
have appeared previously in this Jou rna l 
and other publications. Enro lled  to practice 
before the Internal Revenue Service, he has 
le c tu red  b e fo re  p ro fe ss ion a l g roups 
throughout the country on tax planning.

Susan T. McLaughlin received her BA at the 
University o f Toronto, MAT at Reed C o l­
lege , M SU P  at C o lum b ia  U n ive rs ity , 
and EdD at H arvard . D r. McLaughlin is a 
healthcare consultant in Washington, DC .

Cynthia D . Wagner received her BA in Eco­
nomics from  Chatham College in 1975. Ms. 
Wagner is Vice-President fo r Comprehen­

sive Benclils Service C o ., Inc. P rio r to this 
affiliation she was Vice-President, Sales in 
the group division o f United States L ife In ­
surance Co.
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Sam aritan C o u n se lin g  C e n te r  o f A laska
Expressing the love of God via counseling.
4502 Cassin Drive, Anchorage, Alaska 99507 • (907) 563-4325

February 26, 1988

Ref.:
Senator Jan Faiks 
P.O. Box V
Juneau, Alaska 99811

Refeience: CS FOR SENATE BILL NO. 67 (HESS)

Dear Senator Faiks:

Raymond Norman Fedje, Ph.D., D .D . 
Executive D irector

L-K-1008 3

/ h e

(Joi) 3W-4A78
||j Allen & Nancy Price 3661 Hazen Circle = Anchorage, AK 99515

On behalf of our Board of Directors and staff (please see the attached 
list), I am writing to you regarding Senate Bill No. 67 (HESS) asking for 
inclusion of Pastoral/Christian Counseling Centers, such as the Samaritan 
Counseling Center of Alaska.

We are suggesting as an amendment to Sec. 8.B.IV, line 14 through 18 or as 
'... an additional paragraph (v), the following be added:

A PASTORAL COUNSELING CENTER WHERE STAFF PROVIDERS HAVE AN 
_ ACCREDITED DEGREE IN COUNSELING OR PSYCHOLOGY AND WORK UNDER THE 
DIRECT SUPERVISION OF A LICENSED PSYCHOLOGIST OR PSYCHIATRIST 
(M.D.).

This past year we served 652 clients for a total of 6,071 therapy hours. 
Our staff is supervised by W.A. Cassell, M.D., F.A.P.A., License No. 
AA1533, with Dr. 0. Matsutani, consulting psychiatrist, and Dr. Nancy S. 
Sydnam, M.D., as our consulting medical officer. Being included in the 
bill would make it less of a burden for our clients' to rely on their 
insurance for sessions given within the context of Pastoral Psychotherapy 
especially during our economically difficult times.

We do not receive state, federal or local funds for these services, so 
this would be most helpful to the Center in meeting che needs of the 
community.

Should you have particular questions, I would be happy to appear before 
your committee or answer questions for you.

Your consideration and suppport for this inclusion would be appreciated.

Sincerely yours,

SAMARITAN COUNSELING CENTER OF ALASKA

Raymond Norman Fedje, Ph.D.
Executive Director

• * V*
RNF:iw

Furlosurcs



Chair-State Affairs 
V. Chair-Judiciary 

Telecommunications 
Special Ethics 

|jsgislati\e Council 
Finance Sulxommittee 

for the University of Alaska
Joint Committee 

on Economic Recovery

Committees:
Alaska State Legislature

R e p r e s e n t a t i v e  F r a n  U l m e r

March 1, 1988

P.O. Box V 
Juneau. Alaska 99811

i907i 465-4947

Allen Price
3661 Hazen Circle
Anchorage, AK 99515

Dear Mr. Price:

Thank you for your note regarding Senate Bill 67 and 
requesting amended language to include a pastoral counseling 
center.

I have shared a copy of your letter with the Committee and 
have requested that you be notified by committee staff when the 
bill will be heard.

Thank you for sharing your concerns.

Sincerely,

/
■Tram Ulmer, Vice Chair 
Judi/ciary Committee

cc: Representative John Sund, Chair
w/attachment

District 4 B  —  J u n e a u
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Sam aritan C o u n se lin g  C e n te r  o f A laska ^ 5  ,
Expressing the love of God via counseling. . s / JExpressing the love of God via counseling
4502 Cassin Drive, Anchorage, Alaska 99507

' M l
(907) 563-4325 

February 26, 1988

Kef.:
Senator Jan Faiks 
P.O. Box V
Juneau, Alaska 99811

Reference: CS FOR SENATE BILL NO. 67 (HESS)

Dear Senator Faiks:

Raymond Norman Fedje, Ph.D., D .D . 
Executive Director

L-K-1008

3§ AUen k Nancy Price 3661 Hazen C‘rcle Anchorage, AK 995is

On behalf of our Board of Directors and staff (please see the attached 
list), I am writing to you regarding Senate Bill Mo. 67 (HESS) asking for 
inclusion of Pastoral/Christian Counseling Centers, such as the Samaritan 
Counseling Center of Alaska.

We are suggesting as an amendment to Sec. 8.B.IV, line 14 through 18 or as 
an additional paragraph (v), the following be added:

A PASTORAL COUNSELING CENTER WHERE STAFF PROVIDERS HAVE AN 
ACCREDITED DEGREE IN COUNSELING OR PSYCHOLOGY AND WORK UNDER THE 
DIRECT SUPERVISION OF A LICENSED PSYCHOLOGIST OR PSYCHIATRIST 
(M.D.). — ':

This past year we served 652 clients for a total of 6,071 therapy hours. 
Our staff is supervised by W.A. Cassell, M.D., F.A.P.A., License No. 
AA1533, with Dr. 0. Matsutani, consulting psychiatrist, and Dr. Nancy E. 
Sydnam, M.D., as our consulting medical officer. Being included in the 
bill would make it less of a burden for our client to rely on their 
insurance for sessions given within the context of Pastoral Psychotherapy 
especially during our economically difficult times.

We do not receive state, federal or local funds for these services, so 
this would be most helpful to the Center in meeting the needs of the 
community.

Should you have particular questions, I would 
your committee or answer questions for you.

be happy to appear before

Your consideration and suppport for this inclusion would be appreciated.

Sincerely yours,

SAMARITAN COUNSELING CENTER OF ALASKA

Raymond Norman Fedje, Ph.D. 
Executive Director

RNF:iw
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PUBLIC OPINION MESSAGEPUBLIC OPINION MESSAGE

DEAR: REPRESENTATIVE SUNDDEAR: REPRESENTATIVE SUND

NAME: BEATRICE ROSE 
TITLE:

ADDRESS: 2263 KISSEE COURT
CITY: ANCHORAGE ZIP: 99517
PHONE: 243-4806 

I BILL NO: SB 67 
SUBJECT: HEALTH INSURANCE FOR MENTAL CONDITIONS
MESSAGE: MENTALLY ILL PEOPLE DO HAVE A DISEASE AND DESERVE TREATMENT. 
INSURANCE COMPANIES INFLATE THE COST BY NOT REIMBURSING THERAPY GIVEN BY 
CLINICAL SOCIAL WORKERS WHO CHARGE LESS THE PSYCHIATRIST. I URGE YOU TO VOTE 
FOR SB 67 AMENDED TO INCLUDE SERVICES OF CLINICAL SOCIAL WORKERS.

... - • . *' rt'l  ̂. '
POMID: 03081526 
DATE: 02/23/88 
TIME: 08:15:26 

LIONAME: ANCHORAGE LIO

NAME: JERRY MCCUTCHEON 
TITLE:

ADDRESS: 121 W 11TH AVE
CITY: ANCHORAGE ZIP: 99501
PHONE: N/R- 

BILL NO:
SUBJECT: STATE BAILOUTS
MESSAGE: FINANCE THOSE WHO USED POOR JUDGEMENT AGAINST THOSE WHO USED PRUDEff 
JUDGEMENT. BAILOUTS ABSORB THE AVAILABLE MIONEY FOR fUBLIC PROJECTS WHICH 
COULD HAVE PRODUCED JOBS AND, IN TURN, KEPT MORE PEOPLE IN THEIR HOMES WHICH 

WOULD PRODUCE MORF. JOBS. BAIL OUT MONEY ENOS UP IN .FEOERAL HANDS AND LEAVES 
THE STATE OF ALASKA.

POMID: 03092405 
DATE: 02/23/88 
TIME: 09:24:05 

LIONAME: ANCHORAGE LIO

REPRESENTATIVES COPIES: REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES ADAMS BARNES ABOOD
COTTEN BOUCHER BOYER BINKLEY
GRUENBERG BROWN CATO COGHILL
NAVAnRE COLLINS COTTEN DUNCAN
TAYLOR DAVIDSON DAVIS ELIASON
ULMER DONLEY ELLIS FAHRENKAMP
ADAMS FRANK FURNACE FAIKS
BOYER GOLL GRUENBERG FANNING
BROWN GRUSSENOORF HANLEY FISCHER
DAVIS HERRMANN HOFFMAN HALFORD
FRANK HUDSON KOPONEN HENSLEY
GOLL LARSON MARTIN JONES
LARSON MENARD MILLER JOSEPHSON
POURCHOT NAVARRE PEARCE KELLY
RIEGER PETTYJOHN PHILLIPS KERTTULA
SWACKHAMMER POURCHOT RIEGER RODEY
WALLIS SHULTZ SPRINGER STURGULEWSKI

SWACKHAMMER TAYLOR SZYMANSKI
ULMER WALLIS UEHLING
ZAWACKI ZHAROFF
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Ref:SB363 and HB 403 (the same) 
Ref: SB67 and HB 440

Sirs and Ms.;
75% of the small business in this state of Alaska in 1986 
have voted against this type of insurance 1 Do you not 
pay attention to what we have to say via the NFIB (National 
Federation of Small Business)

If we have a drug and alcohol problem, then it's our personal 
responsibilty to take care of it.. IT IS NOT THE RESPONSIBILITY 
OF THE TAXPAYERS to take care of our vices 1 If one plays 
with fire..he or she had better be prepared to be burned!
Vote against this program.Senator Binkley and Representative 
Boyer, I urge you to listen to the taxpayers and those 
small business's that keep the taxpayers and you employed.
Vote against this type of insurance.

Senator Faiks. I urge you to vote against this bill you 
have your name tagged to. This is still a free country, 
but with the legislation you people are trying to put into 
being..it soon won't be!

P.O . DOX 10449 
FAIRBANKS. ALASKA 99710 

(907) 457-6270 
FAX (907) 457-3122

March 14, 1988

Senator John Binkley 
Representative Mark Boyer 
Senator Faiks 
Representative Menard,

Rep. Menard, So now you all got your way with pregnancy 
coverage; letting the government stick its nose into peoples 
private affairs, Now you have to cover the other side that 
can't get pregnant! What next? Insurance to cover the 
mongrel stray dog that made your dog pregnant? And of 
course, then an insurance to cover the cat that can't have 
a litter of kittens?

To all of you, are we in a free country? Are we to be 
subjected and liable for everyones vises and personal affairs? 
I urge you to take responsible action, and cool down your 
desires to become A SOCIALIST GOVERNMENT! Read your history 
books..Socialism does not make a strong country!

me in Alaska
TNUSS FABRICATION PLANT . DOORS • WINDOWS • CABINETS

FACILITIES LOCATED AT 640 ROHLOFF STREET, JUST OFF OF 4 MILE OLD STEESE HWY. ACROSS FROM CURRY'S CORNER
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March 11, 1988

P 0 BOX 10449 FAIRBANKS. ALASKA 99710 19071457-6770 FAX 19071457-3177
Refi Workmans Comp article, as in todays Newsminer, inclosed.

To my representatives, legislators, senators, and to all 
those who represent me in my Government.

Sirs/Ms.;

In reference to paragraph 1 and 2. This is the main problem 
of the high costs of insurance. Is there any paper trace 
by the state, upon the insurance carriers, of the employers 
claim costs that are in reserves? And is there any paper 
trace of the insurance carriers ever returning these amounts 
back to the employer? ‘“see exhibit 1***

In my case, and I am inclosing my total history of claims 
in this letter. I can show you where the reserve amounts 
have sat dormat, as a cost to me, while the insurance company 
collected interest, and charged me higher costs in the high 
risk pool, while these funds were not used, ‘‘exhibit 2*“

I am complainly highly because this one case, (JUNE 13. 1985) 
of an employee who broke an ankle when he said he fell off 
the trailer bed, with no witnesses. The Coastal people told 
me he stepped out of the truck and broke his leg. Flippo 
tells me he stepped off the end corner of the trailer between 
it and the truck. When Coastal called me about it, I immediately 
called Humana Hospital where they took him, to request a 
blood test, as he seemed very "funny acting" when he left 
my office. I was told that they could not do that. This 
was the man's third trip to Anchorage for us and he knew 
that this was just a temporary situation.

We all know that 1985 in Alaska took a nose dive as far as 
the economy goes, and MANY employees used workmans compensation 
for their means of support in this declining era. If each 
case was thoughly investigated during this time period, you 
would see MASSIVE FRAUD by employees, the medical association 
and the legal professions. They all wanted to live in the 
manner that they became accustomed to during the BOOM years 1 
(And we have only 3 fraud investigators in the entire State!)

■muss rAnmcATioH flkkt • doom . mrioows. cabinets
FACILITIES LOCATED AT BAD ROHLOFF STREET. JOSTOFF OF 4 MILE OLD STEESE HWY_ ACROSS FROM CURRrS CORNER

It was later, upon getting back all the references and the 
inquirys into his history that I found out that he had lied 
on his application with me. He wrote that he had NEVER been 
in an accident, (when in fact he had three with his past 
employer, "Wickland Oil Transport" 1st one not chargable 
to him. 2nd one could have been avoided by himself. In the 
3rd one he killed several people! And in this one he collected 
workmans compensation from the state of California! YET 
0N HIS APPLICATION FORM HE TELLS ME HE HAD NEVER EVER COLLECTED 
COMPENSATION! AND HE SAYS HE NEVER HAD AN ACCIDENT!
(This was told to me by iclephone by his ex-boss Gerry Heifner 
for whom he worked from 6/78 to 3/85) I have his payroll 
files in my office and will send you all pages if you request.

I have talked to each of my insurance agents and NO ONE WOULD 
INVESTIGATE THIS CASE! In 1987 I had someone investigate 
where he lives and what he does. He lives in a high income 
area, a very elaborate home, with swimming pool and emmensities 
that many people would desire. He manages a condominion or 
apartment complex, and it would not surprise'me if he 
a partner in it.

With a figure of almost half a million dollars on this 
I was told 1st by Dorthy Ronning, of Dawson Insurance 
agent), and then by Kathy, 1986 and 1987 aqent at James and 
Associates, in Seattle, Ws. that the amount is TOO LITTLE 
FOR THE INSURANCE COMPANY TO INVESTIGATE!

Sure, why should they investigate? It will only cost them 
money...when in fact all they have to do is "set aside a 
reserve" for this account..against my account, add it to 
the many other employer "reserve" accounts in the same situation, 
CALL A MEETING WITH THE STATE OF ALASKA GOVERNMENT, tell 
our state people that they (THE INSURANCE COMPANYS) have 
to have MORE MONEY! SO UP GOES THE INSURANCE RATES FOR WHATEVER 
% THEY ASK FOR; And all the time all these reserves (listed 
as additional claim costs) are sitting in their bank accounts 
drawing more interest!

OF COURSE THE MORE THEY CAN SHOW AS TO HOW HEAVY THE CLAIMS 
ARE, THE MORE PREMIUM THAT THEY CAN CHARGE US!!

Have you people who are representing us looked at this side 
of the coin? Please do, if you haven't! I don't know how 
long we employers will last at the rate it is going now!

isn't a

case, i f  
(1985*-̂  v
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Why isn't it possible for employers to get a history of employees 
on the following:

) 1. Driving recorc's, every state.

2. Proof of medical certificates, and Doctors address on 
same, see attached, “‘exhibit 3“*The doctor's name is 
not signed as an "MD!" And no address to check it out 
for my protection as an employer!

3. Workmans compensation records, every state.

4. The permission to request another physician's examination 
if something seems to appear fraudulent. And when it is 
shown as fraudulent (my case, 4/1/78 John Balsh. another 
Doctor wrote me that this injury was not due to his work 
at our place, but a prior problem he had.) see SJ5 below.

5. Cooperation from the state and/or insurance company for 
investigation, if an employer finds there are abuses here.

6. Every employer to receive from his carrier, a loss claim 
record of injured employees without the hassel of going 
though his agent, who sometimes does not want to bother.
It's almost like they want to keep it a secret!
Plus, many self employed people have no knowledge of 
what to ask for to protect themselves, to be aware of 
what is going on in their workmans ccmp account.

y If these above items were possible, these types of people 
would not go from state to state, taking advantage of their 
employers with accidents coverage by workmans compensation.
Nor would it be allowable for doctors to dig up 30 and 40 
year old childhood injuries, and add it to a simple scratch, 
protect it by a band-aid, and expand a S100. workmans comp 
visit, into over 5100,000. of costs. Inclosed is a picture 
of this injured employee, 7 hours after the Ticcident, at 
a company picnic on July 22,' 986. “exhibit(j#“) This band 
aid injury tacked on a clai ost of 5112,(TOOT to my account!

With only 3 fraud investigators in the state, how do I as 
an employer protect myself from this kind of problem?

There should be limits set to the costs charged by the medical 
profession and the legal profession. Present method makes 
it easy and lucrative for them, because it is a workmans 
compensation injury. See copy of different cpst scales for 
this chiropratic clinic attached.“‘exhibit«5*“  I am sure 
if medical clinics were checked, you would see similar differences 
as I show you here, but with only 3 fraud investigators in 
Alaska, its very easy to "get away with it".

)

I

i _

Page 4

1973 t&L accidents. 1974 4 accidents. 1975
1576 1 accident 1977 1 accident 1978
1979 NO ACCIDENTS. 1980 2 accidents. 1981
1982 8 accidents. 1983 4 accidents. 1984
1985 6 accidents 1986 11 accidents 1987

Again, how can employers protect themselves of this? We 
are not ever told or given reports of what is going on with 
the injured employee! It is our premiums that pay for this, 
we employers of all people should be allowed to know!

In the past 15 years, we have had over 700 employees on our 
payroll. Per my OSHA records. I had 42 accidents: 27 with ^ j
No Days Lost. 9 with a total of 13 days lost. 1 with 2 weeks *
lost. 1 with 42 days lost. 1 with 3 months lost. 1 fraud f
that was caught. 2 still outstanding, both fraudulent, but \ .y s',- 
still collecting. • Kfr

"~\Vj  ’ y
1 accident. I <rl'A\
2 accident V fr"
1 accident. T 
NO ACCIDENTS \
3 accidents.I

If I had cooperation of suspicious cases, the entire cost I 
of workmans compensation claims for this firm for 15 years, 
would be less than the premium that I paid in this 1 year 
for 1987. See attached 1987 total premium cost. vfr/

If we cannot get proper audit controls of the insurance companys 
showing the ACTUAL claims paid, instead of the fictious reserve* 
accounts being added to the claim costs, thus throwing an 
inflated amount of claim costs upon the employers, of which 
they base the employers premiums costs; I'd like to suggest 
the following:

Is it possible to drop all insurance carriers, let the state 
start from scratch, and underwrite the workmans compensation 
insurance, with adequate investigators, and set limits on 
each and every injury what ever it may be, (example; a finger 
worth 1000., an arm 50,000. etc.) If this method were used, 
it would not be, as lucrative to sacrifice the finger or 
arm for Workmans compensation funds. Doctors on the other 
hand would only receive a set amount for that finger or arm.
And the legal profession would not be so "sue happy" if there 
was a maximum amount in place. '

And then parhaps, by the employers track and safety records, 
the state would a row them to have certain limits by which 
they could self-insure. In addition, have a state fund,
(collected from all employers to cover certain catastrophic 
injuries that are reviewed by a board and thoroughly investigated.)

Alsc, make it mandatory that every employer would get at 
least a quarterly report of all costs that occur in that 
employers claim record.

Thank you for hearing me out. Please advise if anything 
in these areas can be corrected.
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L egislator problem : to cut w orker  
com p rates or revise state law

By LARRY PERSILY 
Associated Press Writer 

JUNEAU—Legislators disagree 
|e 13 J»sNon whether the state should force 

I insurance companies to lower 
-••J^^worker’s compensation rates or 

just revise the compensation law 
and hope for a rate decrease. 

Opposition to mandatory rate re- 
L .i^ b  jductions also is coming from insur- 
- .if^ a n ce  companies and the state in­

surance director. . ' ' ~L‘_~~
”7’ The Senate last month passed a 
major rewrite of worker’s com­
pensation laws, but the House 
Labor and Commerce Committee 
chairmm said Thursday the bill is 
inadequate and he wants to change 
It. -
' The Senate bill (SB322) does not 
require insurance companies to 
lower their rates. The bill was 
drafted with help from a statewide 

— labor and management task force. 
A proposed House substitute 

would require companies to de­
crease their rates hy 6 percent for 
18 months.

“ We’re asking worker’s to agree 
to some compromises . . . and in 
tha t process one of our prim ary 
goals is to reduce rates,” said Rep. 
D ave Donley, Labor and  Com­
m erce chairman.

The Anchorage Democrat said,
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“The Senate bill fails to address 
many legitimate public concerns 
and is a mediocre product that does 
not adequately or fairly address the 
issues hundreds of Alaskans have 
asked us to address.”

Senate Labor and Commerce 
Committee Tim Kelly said he is 
nervous about a mandated rate de­
crease. - - 

“You might see insurance com­
panies decide not tooffer coverage 
up here,” Kelly said, noting that 
although the state can require rate 
cuts it cannot require companies to 
do business in Alaska.
/•.The Anchorage Republican said 
employers could find it difficult to 
obtain coverage if an excessive 
mandatory rate reduction forces 
companies to stop writing policies 
in Alaska. That would defeat the 
bill’s purpose to bring about afford- 
able w o rk er’s com pensation  
coverage. ‘ ••-•} -  

“You’ve got to have some control 
over the insurance industry,” Kelly 
said, because the state requires 
employers to carry the insurance. 
But too much state control of rates 
could lead to problems, he said.
• “At first blush it would appear 

that mandated rate decreases are 
attractive ,” said Paul R oller, 
acting director of the Division of In­

surance. But the state cannot force 
a company to write insurance at a 
loss, he said.

“We are opposed to mandatory 
rate decreases because they are 
unworkable,” Roller said.

Alaska employers spent about 
$180 million on worker’s compensa­
tion insurance in 1987. Recent rate 
increases and fears of another ma­
jor increase prompted legislators, 
labor and management repre­
sentatives to join forces in an 
attempt to rewrite state laws set­
tin g  out b en efits  for injured  
worker’s. ’

The bill would restrict daims for 
stress-related injuries, reduce be­
nefits to people living out of statj, 
limit rehabilitation services and 
change several other aspects of the 1 
program, with the intent of lower­
ing costs to insurance companies 
and rates to employers. .

A letter of intent accompanying 
the Senate bill said the measure is 
expected to result in at least a 2 
percent drop in rates, but letters of 
intent do not carry the force of law.

Fewer cases going to litigation, 
lower rehabilitation costs and few­
er stress-related claims are the 
major money-savers of the bill.

Roller said Maine tried manda-
v~ (See WORKERS, Page 5)

Weather helps cut into lead
News-Miner and AP reports 

'■’RIPPLE—Strong winds and un- 
l jonably warm temperatures 
have whittled Joe Redington’s lead 
in the 1.150-mile Iditarod Trail Sled

By the time he decided to move, 
Herbie Nayokpuk decided his team 

i rested enough to push on. 
.  —yokpuk, known as the Shish- 
maref Cannonball, had arrived in I

Shultz sa id , underscoring m e  
seriousness with which the United 
States views the situation there.

He accused Noriega of trying to 
impose a military coup in Panama 

| by deposing President Eric Arturo 
[ Delvalle, whom the United States 

regards as the legitimate constitu­
tional authority.

Under the Caribbean Basin In­
itiative, Panama and about 20 other 
countries are eligible to sell most 
products duty-free to U.S. markets.

But this measure will have most­
ly symbolic impact because the 
bulk of Panama’s exports to the Un-

W O R K E R S
(Continued from  page 1) 

tory rate cuts in 1985 and the state 
has suffered through tremendous 
problems since then, including 
massive rate increases to return in- 

: surance companies to financial sta- 
s bility.

Donley exsiects to move the bill 
out of his ci mmittee next week, 

’-sending it to House Judiciary for 
.further review.
. Labor and Commerce members 
• are scheduled to vote Tuesday on 
the substitute version and other 
proposed amendments to the Sen- 
ate bill. If the House changes the 
bill, it would have to return to the 
Senate for concurrence with the 

‘ amendments.
Donley wants to amend the bill to 

provide a “direct cash incentive for 
businesses to develop and maintain 
workplace safety programs.” His 
proposed amendments would re­
quire insurance companies to pay a 
5 percent to 10 percent rebate of 
premiums to employers that have 
an approved safety program and 
have not been cited for serious safe­
ty violations in the past year.

“The total failure of the other 
body (the Senate) to act on work 
place safety legislation. . .  requires 
that we try to incorporate some 
protection for worker’s ’ health and 
safety in the measure before us," 
Donley said.

Safety incentives are th' best 
way to save lives and save iey 
on insurance, he said.
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CLAIMANT 
ALOtN ll.

ACC ID-IIT
DATE LX1E

0*/19/di 1)0

« CL All •
1UHR CAT

LAAAAutE,
LUA JAC.. INJUX/CAUSc JNCNObl 

HA»C;N;RJOK, DEAl J. 0o/1*/do 1)0
fill Off [AUCK/OHTUSION AI5HT IHIOl 

HAIfltLD. PAUL H. 07/U/o) 1)0
10*I«0 TRUSS CART/INJURED LEM WAIST 

NAIflELO. PAUL H. 37/U/b) 1)0
10WIK5 TRUSS CART/INJU1E0 LEfT WRIST

LAwlcR/ ELWI1 J.
fJLL INTO PILE Of LUNCcR 

CA T tSw DELANE SC)T
oOARO FELL C HIT CLNT'S 

LILLIE. JOHN V.
NXNUALLT ADJUSTI1G 

PARbt. JEFF
CUI RIGHT HANO 01 SXILL 

AOAHSOW. ERIC W.
CLNT'S LIFT HA1D STRUCK TCONEX. JILL F.
INJURE) LEFT fltDILE 

SERRA, JOSEPH P.
SLIVER FROM BOARD IN Rt

'ISA SB 
93 30 0 
06S7 3 
83*1 8 
063* 5 
8383 1 
0674 3

00
00
00
CO
00
00
00

077227b) 1)0
MULT. INJ.
07726/63 130
RIGHr HAND 
07/2778) 1)0
EQUIPMENT ON TRUCK/BACK 
07/29/8) 1)0 83632 00SAW
10713/46 1)0 83792
31 PIECE OF 2000 
1171278) 1)0 83771
FINGER WITH HAMMER 
1 272)78) 130 4A1B1
MAND/IVFCC

00
00
00

IX 
46 A •RE NUMBER 

Vi 02267 PRODUCER
731

LOC
CD

INJ
CD

• R 6 I 3 4 
IM). LOSSES •RAID* 

MED. LOSSES
000 03 670.00 662.13
000 C6 0.00 61.90
000 OS 110.07 0.00
000 06 0.09 311.61
000 05 18.OC6.S3 65/066.12
000 06 0.00 123.00
000 06 0.00 60.00
000 06 0.03 332.00
000 06 0.03 131.00
000 06 0.03 121.03
000 06 0.03 362.00

UVDERwRITER 
Of FIC c 
1 3 JATC

• » • • LOCATION TOTALS ■
• • • • INSUAEO TOTALS •

18/806.60
18.806.60

€ « f  t*jf
J *  <*- f '+ 't  ~

m  y e t  £L ■

j& A . •C-tS' - y d * / '* * * '- '

*7.011.71
*7.011,71

RAGE 1 
REPORT JliEl 12/31/RJ_

rui dates oirosTsa
EfFiCTI/E EXPIRATION 

DATE 
01/01747 

NCURREO 
OSS AND 
OSS EXPENSE
1/402.80 CLOS
61.03 CLOS
110.07 CLOS
311.61 CLOS

112/000.00
123.00 CLOS 
60.00 CLOS
332.00 CLOS
131.00 CLOS
121.00 CLOS
362.00 CLOS
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Cl.
32
32
32

L O T
LOS

ri:i id 
0922U7 
062607 
06S6II7
o 6 2 v y r 
200

CAUSE 
UC HI'D
UC
IIC
UC

ll/s
0 c/s

MCU
hCD
HLD
IXP
EXP

A-1-A
CHS156
UN' 017 
liULAl r
UHLAI7

RES HST 
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200
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200
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SARA GRIFFITH, M. Ed.
F re d e ric k  h i l l m a n , b n n g  tQ  y 0 U r  attention that this bill does not allow for consumer

freedom of choice for mental health care providers. By requiring that the 

mental health care provider have "a masters or doctoral degree in 

psychology, nursing, or social work" the bill excludes several areas of 

nationally recognised and accredited training and educational programs 

that produce competent professionals in the mental health field. I have 

two suggestions that would allow for this bill to better serve the people 

in Alaska seeking mental health services.

1. Sec. 21/42.365 (c) (9) (D) to read "a person who works in a consulting 

relationship with a mental health care provider licensed by a state and 

has a masters or doctoral degree in psychology, nursing, social work, 

or equivalent related field: or"

Another solution to this problem would be:

2. A D D  under Sec. 21.42.365 (c) (9) (F)

(F) a Marriage and Family Therapist wh o  is

(i) licensed or certified as a marriage and family 

therapist by a state: or

(ii) a clinical m e m b e r  of The American Association for 

Marriage and Family Therapists;

Thank you for your consideration on this important matter.

cc Members of House Judiciary Committee 
2550 Denali Street • Suite 905 • Anchorage, Alaska 99503 ® Telephone (907) 276-2833



DISTRICT H ANCHORAGE 3111 C STREET, SUITE 330 ANCHORAGE. ALASKA 99303 (907)381-761 1

March 8, 1988

Raymond Norman Fedje, Ph.D.
Executive Director 
Samaritan Counseling 

Center of Alaska 
4502 Cassin Drive 
Anchorage, Alaska 99507

Dear Ray:

Thanks for your note of February 26. I supported SB 
67, which has passed the Senate.

I am forwarding a copy of your note to my House 
colleague, Representative John Sund, who chairs the House 
Judiciary Committee, so that he can be aware of your 
recommendation for a possible amendment.

I will await House action with interest. Truth to 
tell, I strongly support the objectives of SB 67, but I 
think we need to be assured, especially in these difficult 
times for employers, that the passage of the bill will not 
accelerate a flight from group insurance for health in 
general.

I have also enclosed copy of the latest version of this 
measure, as it passed out of the House Health, Education 
and Social Services Committee.

With best personal regards, I am

Sincerely,

Q u u l ,
Joe P. Josephson 
State Senator

J P J :rak 
Enclosure

v/cc: Representative John Sund



f e r r a t e

SENATOR 
ARLISS STURGULEWSKI

Chairman. Senate Community and Regional Affairs Committee 

Vice-Chairman. Senate Judiciary Committee 

Member. Senate Resources Committee

March 25, 1988

2957 SHELDON JACKSON STREET 

ANCHORAGE. ALASKA 99508

Whil< in Junrau 

P . O. BOX V 

JUNEAU. ALASKA 99811 
(907) 465-3818

Pamela Kirk

SR 9817 Hiland Drive

Eagle River, A K  99577

Dear Pamela:

Thank you for your recent letter regarding SB 67 "An Act relating to 

insurance coverage for the treatment of a mental or nervous condition." 
This bill passed the Senate with my support on May 8 , 1987.

Senate Bill 67 is currently in the House Judiciary Committee. I will 

send a copy of your letter to Representative John Sund who is chairman of 

that committee so he is aware of your concerns with the bill.

Kindest regards,

Sturgulewski 

Alaska State Senator

cc: Representative Sund



FREDERICK J. HILLMAN, M.D.

D EN A LI N O RTH  TH ER A P Y  A SSO CIA TES  
2550 DEN ALI S T R E E T  - SU ITE  905

( 9 0 7 )  258-1 121 AN CHORAGE, A LA S K A  99503

15 March 1 9 8 8

Mr. John Sund
Chairman, House Judiciary Committee 
Alaska State Legislature 
Pouch V
Juneau, AK 99811 

Dear Mr. Sund,

;e to 

SB 6 7  

received

a response which then led me to write to them to enlarge 

my previous brief remarks. Since SB 6? is now in your 

committee, I am enclosing a copy of my letter to them 

and hope that you will find it of interest.

Sincerely yours,

W . t  f-

Frederick J. Hillman, M.D.

I sent a Publi.Q^Gprnion Messa

v   ̂ i
Senator Ellis g.nd Senator Koponen regarding

(health insurance"for-mental conditions) an



POUCH Y • STATE CA PIIO t 

JUNEAU, A l ASKA 998 11 

W -4 6 J .3 8 0 0

LEGISLATIVE AFFAIRS AGENCY
LEGISLATIVE REFERENCE LIBRARY

Copies of minutes listed below were originally included 
in this file. The minutes are available, on the STAIRS 
database CMPR. In order to save space copies of minutes 
have not been left in the files.

Mary Van Nimwegen

f+- JuA



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y, State Capitol 
Juneau, A laika 99811 

(907) 46J-3991

April 29, 1985

TO:

FROM: ’ ithan Sherwood/
'slative AnaWs'

RE: Mental Health Insurance
Research Request 85-314

You requested that we respond to the following questions:

• What types of health insurance coverage does the State now man-

• Does the State require an employer to pay a portion of the 
premium for health insurance or can entire premiums be passed 
through to the employee?

• What would be the cost of optional mental health insurance bene­
fits providing the same copayments, deductibles, and length of 
coverage as physical health insurance?

• Could the State require that optional mental health insurance be 
offered to individuals on group policies?

• What is the H1ll-Burton Act and how does it relate to the funding 
of mental health services?

State Requirements for Health Insurance

Under current Alaska law, employers are nrt required to provide health 
insurance coverage for employees. Alaska Statute 21.51 and AS 21.54, 
the chapters addressing disability and group disability policies respec­
tively, contain requirements that health insurance policies must meet; 
however, there is no provision which requires an employer to offer,, 
provide, or pay for any employee health insurance. This circumstance 
has been used to argue against mandating specific kinds of health cover­
age; critics argue that 1f the cost of procuring insurance for employees 
becomes too high, employers may exercise their option not to provide 
any health coverage.

date?
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The potential cost of optional mental health insurance depends on a 
number of factors. The types of services covered, the dollar limits 
on coverage, and provisions for copayments and deductibles affect the 
cost of an insurance policy. Furthermore, it makes a significant 
difference whether the State permits the choice of purchasing mental 
health insurance to be made for a group as a whole or requires that
each individual within the group be given the option of purchasing
mental health insurance.

If the choice is made at the group level, then costs should be compar­
able to the costs of mandated group mental health coverage. Martin 
Tirador, with Blue Cross of Washington and Alaska, noted that the costs 
for group coverage under a mandated offering would be somewhat higher 
than under mandated coverage because not every group would elect cover­
age, thus, there would be fewer people across which to spread the risks 
and administrative costs of the mental health coverage. According to 
Mr. Tirador, Blue Cross estimates that under SB 295, which mandates a 
mental health coverage offering, the rate for employee-only coverage 
under a group basic and major medical plan with a $100 deductible would 
increase an average of 6.8 percent for all group sizes. For a group of 
5-10 persons, the increase comes to about $7.45 per month per employee.

This estimate is considerably higher than the estimate of $3.54 per
month for each family covered that Blue Cross made for coverage man­
dated under HB 313; however, Mr. Tirador stated that Blue Cross is in 
the process of revising its estimate for HB 313, and the company antici­
pates that it will be much closer to the estimates for SB 295.1

If mental health insurance were offered at the individual level, with 
the person choosing between coverage and some other alternative, then 
the cost of the insurance will probably be higher. When individuals 
are given the option of buying insurance or not, adverse selection 
usually occurs— the people who choose insurance are those most likely 
to make claims against the policy. Individuals who perceive little
likelihood of using the covered services will not elect to buy coverage,
preferring to use their money for some other purpose. This concentra­
tion of high risk individuals in the pool of insured individuals leads 
to higher per person costs of insurance than when the risk is spread 
across a group that includes lower risk individuals as well.

In the extreme case, adverse selection can price all but a few out of a 
market for insurance. As the price increases, individuals who do not

C o s t  o f  O p t i o n a l  M e n t a l  H e a l t h  C o v e r a g e

*1 will provide you with the revised estimates for Blue Cross insurance 
costs under HB 313 as soon as I receive them.
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anticipate heavy usage of the covered service will be even less likely 
to purchase insurance. In turn, prices must rise to reflect the in­
creasing concentration of high risks in the pool of insured individuals 
and even more people will opt out of insurance coverage.

Of course, not everyone has an accurate perception of the probability 
of their needing mental health services. Some individuals may over­
estimate the risk. In addition, some individuals may place a high 
value on security even if they perceive only a small chance that they 
will need services. These people might purchase mental health insurance 
even at a higher price than the probability of their needing the coverage 
would otherwise justify. To the extent that people with below average 
utilization of mental health services elect to purchase insurance, the 
effects of adverse selection will be moderated.

State Requirement for Individual Choice of Mental Health Option

A requirement for each individual covered under a group health plan to 
be offered mental health coverage could work in many different ways. 
The cost of the coverage could be borne by whoever pays for the group 
health plan or the premiums could be separate, paid for by the indi­
vidual selecting mental health coverage. Rates could be the same for
all members or could differ according to the risk associated with 
various classes of individuals.

O.P. Tangen, who represents the American Council of Life Insurance, 
stated that he did not see any legal problem with simply requiring in­
surers to make a mental health insurance plan available to individuals,
assuming they bore the cost of the coverage themselves. John George, 
Director of Insurance for the Department of Commerce and Economic Devel­
opment, mentioned that there are questions as to the extent to which 
the federal Employee Retirement Income Security Act (ERISA) preempts 
state regulation of employer-provided health insurance, the major form 
of group health insurance in Alaska.

John Ambrose, with the National Mental Health Association, was not 
aware of any state with a mandated offering of mental health coverage 
which required that the individual be offered the choice of whether to 
purchase mental health coverage. The decision is usually made for the 
group.

There may be some practical problems with offering the mental health 
coverage on an individual basis. As noted earlier, there is the ques­
tion of who is to pay for the coverage. If an employer pays for the 
coverage, employees presumably would be offered some alternative bene­
fit. For individuals to have a meaningful choice, they must be given 
an alternative; if there is no cost to the insurance or no alternative
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benefit is foregone, then virtually everyone would choose mental health 
insurance.

Some employers, such as the State of Alaska, offer their employees 
supplemental benefit packages from which employees are permitted to 
choose options. Mental health insurance could be offered as an option 
in such a package.

If employees were required to purchase insurance out of their own 
pocket, they would be using money for which they may have incurred some 
tax liability. By shifting the cost of the insurance from pretax to 
posttax dollars, the cost of mental health coverage may be increased, 
as deductions for health care do not cover all health care expenses.

Another potential problem is the rate structure for mental health 
coverage. Some of the individuals whom we contacted noted that because 
of the problems of adverse selection, a single rate for all members of 
a group selecting mental health coverage could be very expensive. How­
ever, individual rates based on risk could prove cost prohibitive to 
the individuals most in need of coverage.

The Hi 11-Burton Act

The Hill-Burton Act generally refers to the Hospital Survey and Con­
struction Act of 1946 and its subsequent amendments. One of the fea­
tures of the act was that state, municipal, and nonprofit health care 
facilities were eligible to receive capital project grants. In return, 
the facilities were required to provide a level of uncompensated care 
to needy patients.

Under the formula established by the Hi 11-Burton Act, the facilities 
were required to provide each year for twenty years the lesser of:

1) uncompensated care equal to 10 percent of the Hi 11-Burton grant, 
indexed to the Consumer Price Index for inflation; or

2) uncompensated care equal to 3 percent of the facility's operating 
costs.2

Every facility with a Hi 11-Burton obligation must offer uncompensated 
care to Individuals with incomes that fall below the federal poverty

facilities receiving grants under Title XYI of the Public Health Act 
must also meet the annual uncompensated Care requirements shown; how­
ever, there is no limit to the duration of that obligation. It con­
tinues indefinitely.

I
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standards set for the program. There are no limitations on assets 
other than income. The current annual income limits under the Poverty 
Income Guidelines for Alaska are shown below:

Size of Family Unit Poverty Guideline

1 $6,560
2 8,810
3 11,060
4 13,310
5 15,560
6 17,810
7 20,060
8 22,310

Each Additional Member 2,250

Facilities are also given the option of providing care to patients 
with up to twice the income of the federal poverty guidelines. Within 
this range, facilities can set their own income limits and institute a 
reduced rate schedule for covered services. For example, a facility 
might charge a patient with an income one and one-half times the federal 
poverty standard 25 percent of the normal charge for services. The 
difference would then be charged against the facility's Hill-Burton 
obligation.

The health care facility must bill other sources of coverage before 
applying the cost of a patient's treatment to its Hill-Eurton obliga­
tion. Anything above and beyond what is met by that third-party cover­
age may be charged to Hill-Burton. Eligibility for Hill-Burton cover­
age is not considered a source of coverage for other government health 
programs; Medicaid, Medicare, and catastrophic illness programs do not 
require individuals to seek coverage from Hill-Burton before paying for 
the cost of care.

The Hill-Burton Act does not distinguish between mental and other types 
of health services. Any health care service provided by the facility 
may be paid for with Hill-Burton funds. However, the facility deter­
mines which services will be covered under its Hill-Burton obligation. 
At the beginning of each fiscal year, the facility must publish an 
allocation plan stating how much uncompensated care it intends to 
provide during that year and what kinds of services are included. It 
should be noted that even if a hospital received federal funds to 
construct an outpatient facility, it would not have to cover the serv­
ices of that facility under Hill-Burton. It could limit Hill-Burton 
coverage to inpatient services.
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Each year, a facility that has received Hill-Burton funds must publish 
a public notice of Its allocation plan in its community; notices must 

also be posted in the facility and provided to each patient entering 
the facility. Patients can apply for Hill-Burton eligibility at any 
time during their stay; the facility has two working days to make an 
eligibility determination. A tentative approval may be made pending 
verification of income information.

We have provided only a brief synopsis of the Hill-Burton program; if 
you v :d like additional information on the mechanics of the program, 
or if you have any other questions concerning this memorandum, please 

do not hesitate to contact us.

JS

C



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y, State Capitol 
/uneau, A laska 99811 

(907) 465-3991

May 2, 1985

MEMORANDUM 

TO:

FROM: Jonathan
Legislati

RE: Cost of Mental Health Insurance under HB 313 and SB 295
Research Request 85-314 (Additional Information)

Martin Tirador, with Blue Cross of Washington and Alaska, has provided 
me with the most current estimates of the cost of mental health coverage 
under HB 313 and SB 295. This information is presented on the following 
page. Mr. Tirador emphasized that although these estimates are more 
accurate than earlier numbers, they still represent Blue Cross's best 
guess.

Blue Cross gives coverage groups one of several possible risk ratings, 
depending on its characteristics. According to Mr. Tirador, Risk Level 
3 is a moderately low risk group.

If you have any questions, please do not hesitate to call me.

JS

Attachment

(
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Group Plans

Basic Hospitalization and Major Medical 
$100 Deductible 
Risk Level 3
(for rate effective April 1, 1985)

Group Size HB 313 SB 295

5-10 $8.20 $7.45
11-24 7.50 7.20
25-99 7.25 6.60

Comprehensive Health 
$100 Deductible 
Risk Level 3
(for rate effective April 1, 1985)

Group Size HB 313 SB 295

5-10 $9.70 $8.80
11-24 9.45 8.60
25-99 8.60 7.80

Nonqroup Plans

Individual Only 
Age 40-44

Deductible HB_313a SB 295

$200 $8.30 $7.55
$500 6.40 5.80

$1,000 5.20 4.70

aHB 313 does not mandate coverage for individual plans; this column 
represents the cost of including coverage mandated under HB 313 in 
nongroup plans.

Source: Martin Tirador, Blue Cross of Washington and Alaska.

Table Prepared by the House Research Agency, May 1985.



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATI VES 

RESEARCH AGENCY

P.O . Box Y. Stale Capitol 
Junef'U, Alaska 99811-3100 

Mail Stop 3100 
(907) 465-3991

February 15, 1988

MEMORANDUM

TO: Representative Niilo Koponen

ATTN: Lisa McLaren

FROM: Karen O a k l e y ^ 0
Legislative Analyst

RE: Mental Health Insurance: Cost of Mandatory Availability
Research Request 88.167 (Preliminary ^formation)

Senate Bill 67 mandates that insurers offering major medical insurance 
include mental health coverage as an option, and you asked how much the 
addition of such coverage would add to the cost of a major medical 
premium. In this memorandum, we provide preliminary information on this
topic.

Background

Twenty-six states have statutes addressing the provision of mental health 
benefits under private health insurance policies. These statutes are of 
two general types: 1) mandated coverage statutes which require that
mental health coverage be provided under major medical policies and which 
specify the benefits that must be provided; and 2) mandated availability 
statutes which require only that mental health coverage be offered at the 
policy holder's option and which may or may not specify the benefits that 
must be offered. Mandated coverage is found in 13 states. Mandated 
availability is found in 13 other states (see Table 1).

^States with mandated coveraga statutes are Colorado, Connecticut, 
Maine, Maryland, Massachusetts, Minnesota, Montana, New Hampshire, North 
Dakota, Ohio, Oregon, Virginia, and Wisconsin.
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Alaska is one of 24 states that does not currently have a statute 
addressing the provision of mental health benefits. Senate Bill 57 would 
require that insurers in Alaska offer mental health benefits as an option 
under major medical insurance policies; Alaska would then become a mandated 
availability state. During the 1985 session, the legislature considered 
two bills which mandated availability, House Bill 313 and Senate Bill 295. 
House Research Memoranda 85.263 and 85.314 discuss these bills, including 
cost estimates, and are attached.

In Table 1 (attached), the laws of states mandating availability of mental 
health insurance are compared. The laws differ with respect to the 
following criteria:

the type of providers eligible to be reimbursed;

whether group or individual policies must be covered; and

whether minimum inpatient, outpatient and partial hospitalization 
benefits are specified;

Summarizing the features of the current mandatory availability laws:

Most of the laws were enacted 10 to 15 years ago. Ten of the 13 
states enacted mandatory availability of mental health coverage 
during the 1970s; three states enacted their legislation during the 
1980s.

Six states mandate that coverage by offered to groups only; the 
remaining seven states mandate that coverage be offered to groups 
and individuals.

All states consider psychiatrists and psychologists to be eligible 
providers; otherwise, states vary considerably in their definition 
of eligible providers.

O n l y  t w o  s t a t e s  s p e c i f y  a m i n i m u m  b e n e f i t  for partial 
hospitalization.

States differ in specification of the inpatient and outpatient 
benefits which must be offered. Washington and California have not 
specified required benefits. The other states typically require the 
offering to include coverage for 30 to 45 days per year for 
inpatient benefits or require the coverage to be the same as that 
provided for other illnesses. For outpatient benefits, the other 
states typically specify an upper dollar limit, ranging from S500 to 
$1,500 per year, or specify the maximum number of visits, ranging 
from 20 to 50 visits per year.
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Cost of Optional Mental Health Coverage: General Considerations

Adding mental health coverage to a major medical insurance policy increases 
the cost cf the premium because additional benefits are provided. How much
the added coverage will cost depends on a number of factors, including
several factors within the control of the legislature. The provisions of a 
mandatory availability statute that will most affect the cost of the
insurance include:

the types of services covered;

the dollar limits to the coverage;

any provisions for copayments or deductibles; or

whether the choice of purchasing mental health insurance must be
made for groups as a whole or whether each individual within ? '’roup 
has the option to select the mental health benefit.

In general, the more services that are required to be covered, the higher 
the dollar limits to the coverage, and the lower any copayments or 
deductibles, the higher the premium will be. Because treatment of mental 
conditions most often occurs on an outpatient basis, the cost of mental 
health insurance is largely dependent on the required outpatient benefit 
offering and on the amounts of any copayments or deductibles for the 
outpatient benefit.

The costs of mental health insurance under a mandatory availability 
statute are also dependent in large part on whether the decision to elect 
mental health coverage is required to be made at the group level. Under a 
mandatory coverage statute, the insured population is large; this reduces 
the per capita cost. Under a mandatory availability statute, the insured 
population will undoubtedly be smaller, and premiums will be higher. If 
the statute requires that the decision to elect mental health coverage be 
made at the group level, the costs should be comparable to but slightly 
higher than costs of mandated mental health coverage.

If the decision to elect mental health coverage resides with the 
individual, the costs will be even higher. When individuals have the 
option to select coverage, the people who are most likely to make claims 
are the ones most likely to select the coverage. Thus, high risk 
individuals predominate in the pool of insured individuals; this increases 
the cost.

Estimates of the Cost of Mandated Availability in Alaska

Estimates of the additional cost to a major medical or comprehensive health 
insurance policy from selection of a mental health benefit under proposed 
mandatory availability statutes considered during the 1985 session, SB 295
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and HB 313 were made by Blue Cross. These estimates are presented in Table 
2. Estimates for mandated availability were in the range of $7 to $9 per 
month for group policies.

I contacted Blue C. -'ss for an estimate of the costs under SB 67, but they 
were still in the process cf analyzing the cost. Presumably Blue Cross 
will provide this information during their testimony on the bill.

Costs of Mental Health Coverage in Other States

In the time available, I was able to obtain information on mental health 
insurance costs in only three states: Florida, California and Washington.

In Florida, the mandatory availability statute was passed originally in 
1976 and then amended in 1983. The statute applies only to group policies; 
inpatient coverage is limited to 30 days per year, and outpatient coverage 
is limited to $1,000 per year. According to Charlie Gray, of the Florida 
Insurance Commissioner's Office, major medical premiums for groups that 
include the mental health coverage are about 5 percent higher than for 
policies without the coverage.

In California, the mandatory availability statute was passed in 1973. 
Milo Pearson, of the Department of Insurance, said that at the time of 
passage, the increased cost was minimal and nut a major issue.

Washington has had a mandatory availability statute for five years. 
Their statute is somewhat unique in that the benefits that must be offered 
are not specified. Beth Stecher, a rate analyst with the Office of 
Insurance, provided a sampling of rates charged by various insurers for 
mental health coverage. The typical benefit provided is $2,000 for 
inpatient and $500 for outpatient services. Typical rates for low risk 
groups ranged from $1 to $2 per employee with the cost doubling if the 
coverage applied to the employee's spouse as well.

I hope you find this information useful. Additional information on costs 
of mental health coverage in other states will be provided. Please let me 
know if you need any additional information.

Attachments

2M s . Stecher noted that the $2,000 benefit for inpatient services is 
illusory since few people required inpatient treatment. She also said that 
the outpatient limit of $500 is almost too low to have any value and that 
the Washington legislature is considering specifying the benefits that must 
be offered.



COMPARISON OF THE PROVISIONS OF SENATE BILL 67 TO EXISTING STATE LAWS MANDATING AVAILABILITY OF MENTAL HEALTH INSURANCE

TABLE 1

STATE

Alaska

Senate Bill 67

Arkansas

r ili forma

REQUIRED BENEFIT OFFERINGS

POLICIES OTHER ELIGIBLE PROVIDERS PARTIAL

°ATE COVERED (SEE NOTE 1) INPATIENT OUTPATIENT HOSPITALIZATION

not

applicable Group licensed general or 45 days per year 50 outpatient treatments Not specified

psychiatric hospitals; or office visits per year

community mental health 

centers;

person with a master's or 

doctoral degree 'in psychology, 

nursing or social work and 

works in conjunction with 

a licensed mental health 

care provider

1979 Group,

Individual

1973 Group

licensed outpatient 

psychiatric centers

licensed marriage or 

*amily counselor;

registered nurse with 

masters in pschiatric 

mental nursing and 

2 years experience;

Pyschological evaluation, 

counseling psychotherapy 

or related mental health 

services are entitled to 

payment or reimbursed on 

an equal basis

Terms of all coverage 

agreed upon between 

the group policy-holder 

and the insurer

Reimbursed provided 

service is provided 

by facilities 

licensed as outpatient 

psychiatric center

Terms of all coverage 

agreed upon between 

the group policy-holder 

and the insurer

Not specified

Not specified

licensed clinical social 

worker



TABLE 1 (Continued)

COMPARISON OF THE PROVISIONS OF SENATE BILL 67 TO EXISTING STATE LAWS MANDATING AVAILABILITY OF HENTAL HEALTH INSURANCE

STATE

Florida

Georgia

Illinois

Kansas

Lou isiana

REQUIRED EENEFIT OFFERINGS

DATE

POLICIES OTHER ELIGIBLE PROVIDERS

COVERED (SEF NOTE 1) INPATIENT OUTPATIENT

PARTIAL

HOSPITALIZATION

1976

Amended

1983

Group licensed mental health 

professional

30 days per year $1,000 per year

1984

1975

Group,

Individual

Group,

Individual

not specified

1978 Group community mental health 

center or clinic;

pyschiatric hospital

30 days per year under 

an individual policy and 

60 days per year under 

a group policy

Coverage for inpatient 

on par with physical 

benefits but not more 

than 50% deductible for 

all expenses with an 

annual limit of the lesser 

of $10,000 or 25% of 

the lifetime policy

30 days per year

48 visits per year under 

an individual policy and 

50 visits per year under 

a group policy

Coverage for outpatient 

on par with physical 

benefits but not more 

than 50% deductible for 

all expenses with an 

annual limit of the lesser 

of $10,000 or 25% of 

the lifetime policy

Coverage for the first 

$100 and 80% of 

the next $500 per year

If partial hospitalization 

services or a combination 

of inpatient and partial 

hospitalization are utilized, 

total benefits paid should 

not exceed the cost of 

30 days of inpatient 

hospitalization

Not specified

Not specified

Not specified

1975 Group board certified social

worker in consultation 

with a physician

Benefits on par with 

those offered for other 

iIInesscs

Benefits on par with 

those offered for other 

iIInesscs

Not specified



TABLE 1 (Continued)

COMPARISON OF THE PROVISIONS OF SENATE BILL 67 TO EXISTING STATE LAWS HANDATING AVAILABILITY OF MENTAL HEALTH INSURANCE

STATE

Missouri

New York

Tennessee

REQUIRED BENEFIT OFFERINGS

DATE

POLICIES OTHER ELIGIBLE PROVIDERS

COVERED (SEE NOTE 1) INPATIENT OUTPATIENT

PARTIAL

HOSPITALIZATION

1980 Group,

Individual
30 days per year; 

on par with other 

illnesses

Copayment no greater than Not specified

50X up to $1,500 or 20

sessions. Frequency of

psychotherapy sessions may

be limited but benefits

shall be available for at

least one session during

any 7 consecutive days

1977 Group social worker 30 days per year in 

a general or mental 

hospital

$700 per year deductibles Not specified 

and coinsurance on par with 

other benefits

1974 Group, community mental health

Individual center with an approved

plan for quality assurance;

accredited hospitals

Not specified 30 visits per year 

copays and deductibles 

on par with physical 

illnesses

Not specified

Vermont 1975 Group licensed mental health 45 days per year in

professional; a general or mental
100% of the first 5 visits 45 day equivalents of 

and 80% thereafter up to active care per year



TABLE 1 (Continued)

COMPARISON OF THE PROVISIONS OF SENATE BILL 67 TO EXISTING STATE LAWS MANDATING AVAILABILITY OF MENTAL HEALTH INSURANCE

REQUIRED BENEFIT OFFERINGS

POLICIES OTHER ELIGIBLE PROVIDERS PARTIAL

STATE DATE COVERED (SEE NOTE 1) INPATIENT OUTPATIENT HOSPITALIZATION

Washington 1983

West Virginia 19 77 Group, licensed or accredited

Individual general mental hospital;

comprehensive health service 

organization;

45 days per year in 30% copayment up to $500

a mental or general hospital; per year, sessions cannot 

on par with illnesses in a exceed 50 per year 

general hospital

Not specified

community center or clinic

SOURCE: Intergovernmental Health Policy Project

NOTES: 1. All of the states specify pyschiatrists and psychologists as eligible providers. "Other eligible providers" are those other

types of mental providers eligible to be reimbursed for provision of mental health services to covered individuals.

Prepared by the House Research Agency, February 1988 (88.167).
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E S T I M A T E D  I N C R E A S E D  M O N T H L Y  C O S T S  F O R  M E N T A L  H E A L T H  C O V E R A G E

Group Plans

Basic Hospitalization and Major Medical 

$100 Deductible 
Risk Level 3
(for rate effective April 1, 1985)

Group Size HB 313 S3 295

5-10 $8.20 $7.45
11-24 7.50 7.20
25-99 7.25 6.60

Comprehensive Health 
$100 Deductible 
Risk Level 3
(for rate effective April 1, 1985)

HB 313 SB 295

$9.70 $8.80
9.45 8.60
8.60 7.80

Group Size

5-10
11-24
25-99

Nonqroup Plans

Individual Only 
Age 40-44

Deductible HB 313a SB 295

$200 $8.30 $7.55
$500 6.40 5.80

$1,000 5.20 4.70

a HB 313 does not mandate coverage for individual plans; this column 
represents the cost of including coverage mandated under HB 313 in 

nongroup plans.

Source; Martin Tirador, 81ue Cross of Washington and Alaska.

Table Prepared by the House Research Agency, May 1985. f&S - 3 6 ^ )



PuDiic Employee* Reliremtn! Sytlem 

Teachers Relirement System 

Judicial Retirement System 

Elected PuD'ic Officers Retirement System 

National Guard Retirement System 

Territorial Retirement Systam 

Retirees Voluntary Oentai Vision Audio P'an 

Supplemental Benefits System 

Group Health/Life insurance Benefits 

Oeterred Compensation Plan 

Public Employers Social Security Contributions

i*-T

DEPARTMENT OF ADMINISTRATION
DIVISION OF RETIREMENT 4 BENEFITS 
PLEASE REPLY TO:
□ P.O.BOX CR O 2600 DENALI ST. SUITE 401 STEVE COW PER, GOVERNOR

JUNEAU ALASKA 99811-0203 ANCHORAGE. ALASKA 99503-2740
PHONE: (907)465-4460 PHONE: (907) 277-7504 p e b r u a r y  24  § 1 9 8 8

The Honorable Niilo Koponen 
The Honorable Johnny Ellis 
Co-Chairmen, Health, Education,
Social Services Committee 

P.O. Box V 
Juneau, AK 99811

Dear Representatives Koponen and Ellis:

Re: House CS CSSB 67 (HESS)

This letter is meant to provide our analysis of the fiscal impact if HCS 
CSSB 67 (HESS) is passed into law. This analysis consists of two separate 
components. The first addresses the direct increase to health insurance 
premiums for active state employees for an increased level of coverage. 
The second addresses the costs to the retirement systems due to the 
increased levels of coverage for the retiree's health plan.

Premiums for active state employees is estimated to increase $3.70 per 
month per employee effective July 1, 1989. The costs are assumed to stay 
level each year thereafter because the state does not have any experience 
analysis to indicate that costs will increase annually for this additional 
benfit and it is a small portion of the total health insurance package.

The FY 90 estimated cost for active state employees is calculated as 
follows:

The increase of $3.70 per month
times the number of state employees
(12,000) x 12 months $532,800

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

02-B4LH Note: Ptease Include Your Social Security Number in All Correspondence & Roquests Concerning Your Benefits.



February 24, 1968

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

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

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

The increase in the TRS contribution rate 
(.15%) times the estimated FY 90 Department 
of Education TRS payroll ($5,613,930) equals:

$ 959.1

67.1

8.4

$1,034.6

In addition to the state costs described above, there would also be an 
increase in political subdivisions' FY 90 contribution rate of .20% and in 
school districts' contribution rate of .15%. This would result in an 
increase in their annual costs as follows:

The increase in the PERS contribution rate 
(.20%) times the estimated FY 90 political 
subdivision payroll ($329,744,333) equals:

The increase in the TRS contribution rate 
(.15%) times the estimated FY 90 school 
districts' payroll ($319,882,344) equals:

$ 659.5

$ 479.8 
$1,139.3

Although there would not be an adverse impact on the actuarial soundness 
of the PERS and TRS funds if this bill becomes law, the unfunded liability 
will increase by $3,098,000 and the funding ratio will decrease by .3% in 
the PERS, and the unfunded liability will increase by $1,826,000 and the 
funding ratio will decrease by .2% in the TRS.

Sincerely,

Robert F. Stalnaker 
Acting Director

RFS/MBC/cam/6
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FISCAL NOTE

Payments to the Alaska Psychiatric Institute from 3rd party insurance are 
estimated to increase as a result of this bill. Community Mental Health 
Centers could expect additional revenue frc.. 3rd party payors also. Data 
is not available from this Division to calculate the potential increase in 
re.venue. Currently, 40% of our clients have some form of insurance.
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Health, Education and DATE:
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The ____________________  Committee has considered
"An Act relating to insurance coverage for the treatment of- a mental or 

nervous condition."
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