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Date Referred: January 9, 1989
Date of Committee Action:

The LABOR & COMMERCE Committee recommends “elsat-

HOUSE BILL NO. 75 [CONSTRUCTION CONTRACTOR LICENSING]
"« Act relating to construction contractor licensing requirements and
exemnptions,* and providing for an effective date.”

[ the same title

[ ] be replaced with a ngw title

[ ] have attached amendment(s)

[ ]do pass
do not pass
no recommendation )
[ individual recommendations i

J additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:
[ Ifiscal impact [ ] fiscal note(s) published:
[ Jzero fiscal note
[ Jzero with analysis [ ] zero fiscal notes(s) published:

vis *1 | e

SIGNING BQ PASS: SIGNING OTHER THAN DO PASS:

(Do Not Pass, No Recommendation, Amend)



STATE OF ALASKA ihll/erson: HB 75

Nc.

1989 LEGISLATIVE SESSION publishdate; house 1/9/89

FISCAL NOTE ~ "

REQUEST:
“Revision Dale; Agency Affected: Labor

Tide: "An Act relating to construction BRU: Labor Standards & Safety

__contractor licensing..." Workers'Compensation

Sponsor. Rates Committee Components: Wage & Hoar

Requestor Governor, Workers'Compensation

EXPENDITURES/REVEVUES: (Thousands ol’ Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL
REVENUE

FUNDING; (Thousands of Dollars)
GENERAL FUND
IEDERAL FUNDS

OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach aseparate page if necessary)

Prepared by: Jim Sampson'— \ n Phone: 4*5-2790
Division: Department of Labo iJAL \L V\ Date: 12-19-811
/ A%

Approved by Commissioner Jim Sampson Date: 12-19-88
Agency: Department of Lat

Distribution (by preparer) :

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ics) page 1 of

FY 94

0.0

0.0



few - No.

STATE OF ALASKA BILLVERSION: KB 75
1989 LEGISLATIVE SESSION PUBLISHDATE: ~HOUSE 1/9/89
FISCAL NOTE
REQUEST:
Revision DttK Agwyy mCommerce & Economic Dev.
Title: An Act relating to construction BHU. Occupational Licensing
contractor licensing requirements and exemptions...
Sponsor: Rules Committee » Administration

Reooeaor: Governor -

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 Q 0 .0 0
CONTRACTUAL 0 0 Q. 0 -0 0
SUPPLIES 0 0 0 0 0 6
EQUIPMENT 0 0 0 0 0 0
LAND A STRUCTURES 0 0 Q . 0 0 f
GRANTS, CLAIMS 0 0 0 0 0 |
MISCELLANEOUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL | 0 0 0 0 0 0
REVENUE *
FUNDING: (Thousandsof Pollan)
GENERAL FUND n . .0 . 0 . 8 Q
FEDERAL FUNDS b 6 0 b u
OTHER 0 0 0 0 o 0
TOTAL g 2 6 0 0 6
POSITIONS:
FULL-11IME 0 0 0 0 0 0
PART-TIME T v Tl 0 o -1 ™ "
TEMPORARY 0 0 0 0 0 0
ANALYSIS : (Attach aseparate page if necessary)
This bill is not expected to increase the operating costsof thedivision.

**Revenues: Because there is no sure way to find out theactual number of
contractors who, in past years, have performed work under AS 08.18.161(8),
the federal project examption, we are unable to estimate the revenues which

would be generated through licensing fees from those contractors.
Preparedby: -Tpnnifpr Sfrirklpr. Admin. (

Division : Occupational Licensing late : — J2/19/88.
Approved by Commissioner: Larry Here rn
Agency : Commerce and Economic

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Manageme.Tt and Budget
Impacted Agency(ies) nage of



STATE OF ALASKA
1989 LEGISLATIVE SESSION

bill version hb is

publishdate:

FISCAL NOTE

REQUEST

Revision Date:

Title: "An Act relating to construction
contractor licensing requirements..."

Sponsor Rules Committee

Requestor: House Labor & Commerce

EXPENDITURES/REVE NUES:

0.0

0.0

Agency Affected:
BRU:

Components:

Labor
Labor Standards & Safety
Workers' Compensation

Workers' Compensation

(Thousands ol’ Dollars)
FY 91

FY 92 FY 93

0.0 0.0 0.0

0.0 0.0 0.0

Phone : 465-2790

OPERATING FY 89 FY 90
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS.CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0
CAPITAL
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0.0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS: (Attach aseparate page if necessary)
Prepared by: Jim Sampson-~ o '
Division: Departmentof Labor

Date: 2/2/89

Approved by Commissioner:
Agency: Departmentof Labor

Jim Sampson-~Cg"

Date: 2/2/89

Distribution (by preparer) :
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

page 1 of

Wage & Hour

FY 94

0.0

0.0



STATE OF ALASKA BILL VERSION: CSHB 75 (Jud)
1989 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:

Revision Date: Agenc mAffected: Commerce & Economic Dev.
Tide: An Act relating to construction BRU. Occupational Licensing
contractor licensing requirements...

Sponsor : Rules Committee/Governor Components Administration

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPVENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 9 9 9 0 0 0

REVENUE i 9 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER

TOTA9 9 9 2 . 6 6 0--mmev
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 L 0 0 0
TEMPORARY n 9 _ ft 9 9 9

ANALYSIS : (Attach a separate page if necessary)

Preparedby: Jennifer Strickler, Administrative O fficer ptonc: 465-2144

Division: Occupational Licensing CYY ~ .  March 6-...19.39
Approved by Commissioner: Larry Merculieff A : [1E ]
Agency: Commerce and Economic Development/*

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget . .
Impacted Agency(ies) page of —






HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811
(907) 405-3892

April 5, 1988

MEMORANDUM

To: Representative Mike Navarre, Chair
House Rules Committee

From: Representative Dave Donley, Chair 775
House Labor and Commerce Committee T-

Re: Request to schedule HB 197

HB 197, a measure introduced by the House Labor and Commerce Committee,
is currently before the House Rules Committee. I am writing to request
that you schedule HB 197 for a vote before the full House at vour
earliest convenience.

HB 197 requires that state bid documents designate a delivery point for
supplies within the state unless the Department of Administration
determines that it is in the best interest of the state to disignate a
delivery point outside of Alaska.

HB 197 has a zero fiscal note and is strongly supported by local
businesses, particularly the Alaska Manufacturers Association. This is
a simple bill that doesn®"t cost anyone anything and it may help Alaska
businesses to more fairly compete for state funded procurement
contracts.

Please call me or Ginger Baim at 4954 if you have anv questions or need
additional information.



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX V. JUNEAU 99811
Chairman - Representative Dave Donley ) [ X&sIm
January 10, 1989
MEMORANDUM
To: Members, Rouse Labor and Commerce Committee
From: Representative Dave Donley, Chair
House Labor and Commerce Committee
Re: Proposed Committee Legislation - Delivery of supplies
The enclosed draft bill, identical to HB 197 of last year, requires that state

bid documents designate a delivery point for supplies within the state unless
the D.partment of Administration determines that it is in the best interest of
the State to designate a delivery point outside of Alaska.

The measure is strongly supported by local busiiiesses, particularly the Alska
Manufacturers Association. This is a simple bill that doesn't cost anyone
anything and it may help Alaska businesses to more fairly compete for state
funded procurement contracts.

o<$>



STATE OE ALASKA BILL VERSION: HB..82.

1989 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Dept. of Administration
Title: An Act relating to delivery of rrit = General Services & Supply
supplies purchased under the st. procure. code

Sponsor: Labor & Comnerce Committee Components = Purrbasing

Requestor: Labor & Commerce Commi tree

EXPENDITURES/REVENUES: (Thousands of Pollan)

OPERATING FY 89 FY 90 FY9l FY 92 FY 93 FY 94
PERSONAL SERVICES 0 0 0 0 n
TRAVEL 0 0 0 - 0 CL. 0
CONTRACTUAL 0 0 .0 L..0. 0. 0
SUPPLIES 0 0 0 n Jm.. 0
EQUIPVENT 0 0 o r:l n 0 n
LAND & STRUCTURES 8 p n n n n
GRANTS, CLAIMS ( 0 n 0 n
MISCELLANEOUS 0 0 0 .0 n 0
TOTAL OPERATING 0 0 0 a D 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 6 0 0 0 mm mmmm N
OTHER 0 0 0 0 n
TOTAL n mm n .l n n
POSITIONS:

FULL-TIME 0 10 0 0 0 0
PART-TIVE U m J u U 0 u
TEMPORARY 0. 1n Q..... 0_ - Q _
ANALYSIS :  (Attach a separate page if necessary)

This bill has no fiscal impact on the Division of General Services & Supply.

Current purcliasing practices are consistent with the bill.

Prepared by: J- Link. Director Phone 465-2250"
Division: . General Services ft SnpnLv- Dale:. /719
Approved by Commissioner: John M, Andrews Date:
Agency: Department of Admlnistratian jL-
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestci

Office of Management and Budget

page, of

Impacted Agcncy(ies)






HOUSE COMMITTEE REPORT

= MIiL |
5)
E)ate Referred: 1/17/89 FURTHER REFERRALS: STATE AFFAIRS
JUDICIARY

Date of Committee Action: s jl
The LABOR & COMMERCE Committee refammends that:

HOUSE BILL NO. 86 [EMPLOYEE ACCESS TO OWMN PERSONNEL FI
"An Act requiring employers to permit employees and former employees to
have access to their personnel Tiles."

t*

? fsft |

[ the same title

] be replaced with a new,title

] have attached amendment(s)

Y] do pass
do not pass
no recommendation i
individual recommendations

additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S) APPROVES PREVIOUS:
[ 1 fiscal impact [ ] fiscal note(s) published:
{X] | zero fiscal note
[ 1 zero with analysis [ 1 zero fiscal notes(s) published:
SIGNING (Q PASS: SIGNING OTHER THAN DO PASS:

Pass, No Recommendation, Amend)

o red



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX V. JUNEAU 99811

Chairman - Representative Dave Donley
1JC7) 4t>5-3592

Januarv 10, 1989

MEMORANDUM

To: Members, House Labor and Commerce Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Proposed Committee Legislation - Access to Personnel Files

The attached bill, identical to the final version of HB 540 from last year,
authorizes employees to have access (including copying) to any information
contained in their personnel files.

The bill covers all employees in Alaska including the state, the University of
Alaska, the Alaska Railroad and political subdivisions of the state.



STATE OF ALASKA BILL VERSION: HB &

1989 LEGISLATIVE SESSION PUBLISH DATE:
FISCAL NOTE
REQUEST:
Revision Date: Agency Affected: Labor
Tide: 1 An Act requiring employers to BRU: Labor Standards & Safety
permit ...access to ...personnel files."
Sponsor House Labor & Commerce Components: Wage & Hour

Requestor  House Labor & Commerce

EXPENDITURES/REVE NUES: (Thousands oi* Dollars)
OPERATING FY 89 FY90 FY 91 FY 92 FY 93 FY94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDSTRUCTURES
GRANTS,CLAIMS
MISCELLANEQUS
TOT 'L OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach aseparate page if necessary)

Preparedby: ~ Tom Stuart, Director Phone: 465-2725
Division: Labor Standards & Safety Date: 1/26/8
Approved by Commissioner Jim Sam( 1/26/89
Agency: Department of Labor

Distribution (by preparer) :
Legislative Finance
Legislative Sponsor
Requestor
Office, of Management and Budget
Impacted Agency(ies) page | of 1

0.0

0.0



Bill No. House Bill 86 Date January 30, 1989

Title "An Act requiring employers to permit Contact: Tom Stuart
employees and former employees to have 264-2452
access to their personnel files.” Eileen Plate

465-2700

House Bill 86 requires employers to provide an employee or former employee
access to his or her respective personnel records and to permit the
employee to make copies of the records. The employer may charge the

employee for the costs of duplicating the records.

Employees should have access to employer Kkept personnel records as
provided in this bill. The accuracy of such records may have a direct
bearing on a worker®s employability should a prospective employer contact
the worker®"s current or former employer as a reference. Under the

provisions of this bill, a worker would have an opportunity to at least be
aware of any discrepancies in the employer®s personnel records.

The Department supports the provisions of this bill which provide workers
a right to access and copy employer kept personnel records.

House Bill 86 would not have a fiscal impact on the Department of Labor.

APPROVED

Commissioner

POSITION PAPER/Department of Labor






HEALTH. EDUCATION AND SOCIAL SERVICES COMMITT

ALASKA STATE LEGISLATURE P.O. BOX V, JUNEAU 998
HOUSE OF REPRESENTATIVES (907) 465-37

\

HB 92

TABLE OF CONTENTS

1. CS HB 92 with sectional analysis
2. HB 92

3. Sponsor Statement

4

FiscalNote - DOA Division of Retirement & Benefits
- Dept, of Commerce & Economic Development

. Alaska State statutes

5

6. Current Coverage

7. House Research: Mental Health Coverage

8 Resolutions of Support - Alaska Mental Health Board
- AK Mental Kualth Dir. Assoc.

9. Letters ofSupport - Alaska Mental Health Board
- editorial, Juneau Empire
- AK Psychological Assoc
- Sitka Mental Health Clinic

10. Articles - "Changes iIn Health Care Costs and Utilization
Associated with Mental Health Treatment"
- “Effect of Mandated Drug, Alcohol and Mental
Health Benefits on Group Health Insurance
Premiums
- "Dispelling M*chs about Mental Health Benefits"
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HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE
ALASKA STATE LEGISLATURE P.O. BOX V, JUNEAU 99811

HOUSE OF REPRESENTATIVES (907) 465-3759

HB 92
TABLE OF CONTENTS

1. CS HB 92 with sectional analysis
2. HB 92
3. Sponsor Statement

Fiscal Note - DOA Division of Retirement & Benefits
- Dept, of Commerce & Economic Development

Alaska State Statutes
Current Coverage

House Research: Mental Health Coverage

® N o O

Resolutions of Support - Alaska Mental Health Board
- AK Mental Health Dir. Assoc.

Alaska Mental Health Board
editorial, Juneau Empire
AK Psychological Assoc
Sitka Mental Health Clinic

9 . Letters of Support

10. Articles - "Changes iIn Health Care Costs and Utilization
Associated with Mental Health Treatment"
- "Effect of Mandated Drug, Alcohol and Mental
Health Benefits on Group Health Insurance
Premiums
- "Dispelling Myths about Mental Health Benefits"



LEGISLATIVE AFFAIRS AGENCY

MEMORANDU M March 31, 1989

SUBJECT: Insurance for mental or nervous
conditions - CSHB 92( )

TO: Representative Johnny Ellis

FROM: Michael F. Fordfi*4 - r r

Legislative Counsel

The following is a sectional analysis of CSHB 92( ):

Section 1 - Requires certain insurers who offer or renew
major medical coverage to provide coverage for mental or
nervous conditions of the insured. Specifies the coverage
required and that other contract conditions may be imposed
as long as a higher deductible amount is not required. EXx-
cludes coverage provided to persons drawing benefits under a
state retirement system, and coverage provided to employers
with fewer than 20 permanent, TfTull-time employees. Adds
certain definitions.

Section 2 - Provides an exception to the prohibition against
discrimination against a person who provides a health care
service under a group disability insurance policy.

Section 3 - Provides that required coverage of mental or
nervous conditions applies to medical and hospital service

corporations.

Section 4 - Applicability section.

MFF :gc
WKG8/100



6-0530E
Ford
3/9/89
Original sponsor: Ellis
IN THE HOUSE
2 CS FOR HOUSE BILL NO. 92 ( )
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act relating to insurance coverage for the treat-
7 ment of a mental or nervous condition."

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

* Section 1. AS 21.42 is amended by adding a new section to read:

10]j Sec. 21.42_.375. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
n CONDITION. (@ An insurer authorized under AS 21.09 to offer, 1issue
12j for delivery, deliver, or renew a group disability insurance policy
131 for major medical coverage on an expense-incurred basis iIn the state,
14} or a hospital or medical service corporation authorized under AS 21.87
5| to offer or renew a group contract for major medical coverage 1in the
15! state, must provide the insured or subscriber the following coverage
17 1 for treatment of a mental or nervous condition of the insured, sub-
]8: scriber, or other person covered by the policy or contract:

19~ (1) 45 days a year of inpatient treatment for each covered
| individual ;

el (@&)) a total of 50 hours of outpatient tres
22; visits a year for each covered individual.

23 (b) The insurer or service corporation providing coverage under
2 this section may 1Impose reasonable contract Ilimitations but may not

require that the 1insured or subscriber pay a higher deductible or
co-payment for the cost of treating a mental or nervous condition than
for the cost of treating another condition or illness.

(¢ Notwithstanding (a) of this section,

B B N B B

(@) an insurer who offers, issues, Or renews a group

-1- CSHB 92( )



disability insurance policy for major medical coverage to the state is
not required to provide the coverage required under (a) of this sec-
tion to persons drawing benefits under a state retirement system; and
()) if the insured or subscriber is an employer who em-
ployed fewer than 20 permanent, full-time employees for each working
day during each of at least 20 calendar workweeks in either the cur-
rent calendar year or the preceding calendar year, the insurer, hospi-
tal, or medical service corporation is not required to provide the
coverage specified in (&) of this section to the insured or subscriber
but shall offer that coverage to the insured or subscriber as optional
coverage.
(d In this section
(@) "consulting vrelationship”™ means a relationship that
involves review of treatment plans and goals and in-person patient
contact on at least a quarterly basis;
(@ co-payment”™ means the portion of the cost to be paid
by the insured or subscriber iIn excess of the deductible;
(3) cost" means the lowest of the following:
(A the actual charge for the treatment received for a
mental or nervous condition;
®) the usual, customary, and reasonable charge for
the treatment as determined by the contract of coverage; or
© the charge agreed to by contract between the
provider and the insurer, hospital service corporation, or med-
ical service corporation;
@ "deductible”™ means the portion of covered costs that
must be incurred before benefits become payable;
o) "inpatient treatment”™ means treatment of a hospital

registered bed patient for whom the hospital makes a daily room charge



w

a A

10
11
12
13

14

16

7

19

20

22
23
24
25

26

() a general hospital that is either licensed under
AS 18.20 or located and licensed iIn another state;
®) a psychiatric hospital that 1is either licensed
under AS 18.20 or located and licensed in another state; or
© ahospital that is located in
) the state and specifically exempt under

AS 18.20.02u from the licensing requirements of the state;

or

() another state and specifically exempt

the licensing requirements of that state;

(6) "major medical coverage”™ means a disability insurance
contract, or a subscriber contract, that provides benefits for hospi-
tal and medical care with potential lifetime maximum benefits for the
insured or subscriber of at least $10,000;

(7) "mental or nervous condition”™ means a mental disorder

(A the most current edition of the Diagnostic and
Statistical Manual of Mental Disorders published by the American
Psychiatric Association; or

®) the most current editior cf the 1CD-9-CM
by the Commission on Professional and Hospital Activities;

(@) "national professional organization™ means the National
Association of Social Workers; the National Registry of Health Care
Providers; the American Association for Marriage and Family Therapy;
the American Association of Pastoral Counselors; and the American
Board of Examiners in Clinical Social Work;

© “"office visit" means treatment that is not inpatient
treatment or outpatient treatment and that is provided through the

-3- CSHB 92 ( )

pu



10
11

12
13
14
15
16
17
18
19
20
<
22 >
23
24
25
26
27
28

29

professional offices of

(A apsychiatrist who 1is licensed by a state as a
physician and certified, or eligible for certification, iIn psy-

chiatry by the American Board of Psyc .iJ.atry and Neurology;

(B) aphysician who 1is employed by the federal govern-
ment in a state and certified or eligible for certification in
psychiatry by the American Board of Psychiatry and Neurology;

© a psychologist or psychological associate licensed

by a state;

(D)) aperson who works in a consulting relationship
with a mental health care provider licensed by p state and has a
masters or doctoral degree iIn psychology, nursing, or social

work; or

®) a clinical social worker who is

©O) licensed or certified as a clinical social

worker by a state; or

(i) certified by a national professional orga-
nization offering certification of clinical social workers;
(10) outpatient treatment”™ means treatment that 1iIs nc

inpatient treatment and that is provided
(A 1In the outpatient department of

() a hospital that is licensed under AS
that is specifically exempt under AS 18.20.020 from the

licensing requirements of the state;

(i) a hospital that 1is located in another
and that is either licensed or specifically exempt from the

licensing requirements of that state; or

(fii)an entity that is designated by the Depart-

ment of Health and Social Services as an organizational unit

CSHB 92( ) ~A-

]



WORK DRAFT WORK DRAFT WORK DRAFT

in a gee “phical area to receive funds under AS 47.30.520 -
47.30.620; and
(B) by one or more of the following:

©O) a psychiatrist who is licensed by a
a physician and certified, or eligible for certifiration, in
psychiatry by the American Board of Psychiatry and Neu-
rology;

(i) a physician vho is employed by the
government 1in a state and certified or eligible for certi-
fication iIn psychiatry by the American Board of Psychiatry
and Neurology;

D) apsychologist licensed by a state;

(iv) aperson who works in a consulting relation-
ship with one or more licensed mental health care providers
licensed by a state and has a masters or doctoral degree in
psychology, nursing, or social work, and is employed by the
same health care facility providing treatment:; or

~) aclinical social worker who 1is licensed or
certified as a clinical social worker by a state or cer-
tified by a national professional organization offering
certification of clinical social workers.

* Sec. 2. AS 21.36.090(d) 1is amended to read:

(d) Except to the extent necessary to comply with AS 21.42_365
or 21.42.375, a person may not practice or permit unfair discrimina-
tion against a person who. provides a service covered under a group
disability policy that extends coverage on a. expense incurred basis,
or under a group service or indemnity type contract 1issued by a non-
profit corporation, 1if the service is within the scope of the pro-
vider®s occupational license. In this subsection, ™"provider™ means a

-5 - CSHB 92( )



WORK DRAFT WORK DRAFT WORK DRAFT

state licensed physician, dentist, osteopath, optometrist, chiro-
practor, nurse midwife, advanced nurse practitioner, naturopath,
physical therapist, or occupational therapist.

* Sec. 3. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained or referred to previously in this chapter, the
following chapters and provisions of this title also apply with re-
spect to service corporations to the extent applicable and not in
conflict with the express provisions of this chapter and the reason-
able implications of the express provisions, and for the purposes of
the application the corporations shall be considered to be mutual
"insurers':

(1) AS 21.03

(@ AS 21.06

@3) AS 21.09, except AS 21.09.090

(4 AS 21.18.010

() AS 21.18.030

(6) AS 21.18.040

(D AS 21.18. 120

® AS 21.21.321

(9 AS 21.36

(10) AS 21.69.400

(i) 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, and 21.42.375
(16) AS 21.89. 040

(17) AS 21.89 .060.



WORK DRAFT WORK DRAFT WORK DRAFT

* Sec. 4. AS 21.42.375, enacted by sec. 1 of this Act, applies to group
disability 1insurance policies and hospital or medical service subscriber

contracts entered into or renewed on or after January 1, 1990.

-7 - CSHB 92( )



HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE
ALASKA STATE LEGISLATURE P.O. BOX V, JUNEAU 99811

HOUSE OF REPRESENTATIVES (907)465-3759 a

MEMORANL JM
TO: Members of the House Labor & Commerce Committee
FROM: Rep. Johnny Ellisq c
DATE: April 4, 1989
RE: HB 92

EE A e e e b e o e e S e e e b e e e e R S e e S S e

Thank you for scheduling a hearing on HB 92. I have
introduced this legislation In response to the enormous need
for insurance coverage for mental and nervous conditions iIn
the state of Alaska.

HB 92 would require an insurer providing major medical
coverage within the state of Alaska to also provide each
insured individual with coverage for treatment of a mental or
nervous condition for 45 days per year of iInpatient treatment,
and a total of 50 hours per year of outpatient treatment or
office visits.

The only exception to requiring coverage for mental and
nervous conditions would be that employers employing fewer
than 20 permanent, full-time employees for each working day
during each of at least 20 calendar work weeks i1n the current
or preceding calendar year, would only be required to provide
govgrage "or mental or nervous conditions on an optional
asis.

coverage, the iInsurer may not require a deductible or
copayment that is higher than the deductible or copayment for
treating another condition or illness.



STATE OF ALASKA
1989 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:
Revision Dale: Agenc
Tide: An,Act relating to ins, coverage BRI¥ nsurance

for treatment of a mental or nervous condition.
Sponsor: Ellis

Requestor:

EXPENDITURES/REVENUES:
OPERATING FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND <cSTRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

(Thousands of Dollars)
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Alaska Statutes

Title 21. Insurance.

Chapter

03.
06.

09.
21.

22.
27.

3d.
34.
36.
39.
42.
45.
51.
59.
66.
69.
75.
76.
80.

84.

87.

Scope of Code (88 21.03.010, 21.03.030 — 21.03.050)

The Director of Insurance (88 21.06.040, 21.06.090, 21.06.250,
21.06.260)

Authorization of Insurers and General Requirements
(88 21.09.070 — 21.09.090, 21.09.110, 21.09.130, 21.09.190 —
21.09.250, 21.09.280)

Investments (8§ 21.21.600)

Insurance Holding Companies (8§ 21.22.170, 21.22.200)

Agents, Brokers, Solicitors, and Adjusters (8§ 21.27.020 —
21.27.04,0, 21.27.060, 21.27.080, 21.27.090, 21.27.130,
21.27.140, 21.27.170, 21.27.190, 21.27.200, 21.27.240,
21.27.280, 21.27.300, 21.27.350, 21.27.360, 21.27.380,
21.27.390, 21.27.410, 21.27.420, 21.27.440 — 21.27.470)

Unauthorized Insurers and Surplus Lines (88 21.33.021,
21.33.310, 21.33.330)

Surplus Lines Insurance (88 21.34.040, 21.34.070, 21.34.100,
21.34.210, 21.34.230, 21.34.900)

Trade Practices and Frauds (88 21.36.090, 21.36.150, 21.36.190,
21.36.210 — 21.36.260, 21.36.300, 21.36.310, 21.36.420)

Rates and Rating Organizations (88 21.39.060, 21.39.155)

The Insurance Contract (8§ 21.42.270, 21.42.290, 21.42.365)

Life Insurance and Annuities (88 21.45.080, 21.45.320)

Disability Insurance Policies (§ 21.51.060)

Automobile Service Corporations (8 21.59.020)

Title Insurance Companies (8§ 21.66.040, 21.66.080, 21.66.090,
21.66.210, 21.66.480)

Organization and Corporate Procedures (.88 21.69.040, 21.69.050,
21.69.220, 21.69.390)

Reciprocal Insurers (88 21.75.020, 21.75.050, 21.75.060,
21.75.230)

Joint Insurance Arrangements ($§8 21.76.010 — 21.76.900)

Alaska Insurance Guaranty Association Act (88 21.80.050 —
21.80.080, 21.80.110, 21.80.120, 21.80.150, 21.80.170,
21.80.180)

Fraternal Benefit Societies (88 21.84.030, 21.84.180, 21.84.210,
21.84.340, 21.84.430, 21.54.490, 21.84.590)

Hospital and Medical Service Corporations iSS 21.87.080.
21.87.100, 21.87.240, 21.87.320. 21.87.340)
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§ 21.36.090 Insuranctf § 21.36.090

plications; delivery of policies or contracts; inspection of risks; fixing
of rates; investigation or adjustment of claims or losses; collection or
forwarding of premiums; or, transaction of matters subsequent to ef-
fectuation of the contract of insurance and arising out of it;

(12) "wet marine and transportation insurance” means

(A) insurance upon, of interest in, or relating to vessels, crafts,
hulls, except vessels of 50 displacement tons or less;

(B) insurance of marine builders risks, marine war risks and con-
tracts of marine protection and indemnity insurance;

(C) insurance of freight and disbursements pertaining to a subject
of insurance coming within this paragraph; and

(D) insurance of personal property and interests in personal prop-
erty, in the course of exportation from or importation into a country,
or in the course of coastal or inland water transportation, including
transportation by land, water or air from point of origin to final desti-
nation, in connection with any and all risks or perils of navigation,
transit, or transportation, and while being repaired for and while
awaiting shipment, and during any delays, transshipment, or reship-
ment incident to them. (§ 21 ch 117 SLA 1984)

Editor's notes. — This section is set
out to correct a typographical error in the
main pamphlet.

Chapter 36. Trade Practices and Frauds.

Section Section

90. Unfair discrimination 240. Failure to renew

150. Procedures as to undefined practices  250. Notice of eligibility

190. Fictitious groups 255. Premium refund

210. Limits on cancellation 260. Proof and method of mailing notice

220. Notice of cancellation 300. (Repealed)

230. (Repealed) 310. Definitions

235. Notice of premium or coverage 420. Premium increases on automobile
changes upon renewal insurance policies

Sec. 21.36.090. Unfair discrimination, (&) A person may not
make or permit unfair discrimination between individuals of the same
class and equal expectation of life in the rates charged for a contract of
life insurance or of life annuity or in the dividends or other benefits
payable thereon, or in any other of the terms and conditions of the
contract.

(b) A person may not make or permit unfair discrimination be-
tween individuals of the same class and of essentially the same hazard
in the amount of premium, policy fees, or rates charged for a policy or
contract of disability insurance or in the benefits payable, or in any of
the terms or conditions of the contract, or in any other manner what-

ever.
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§ 21.36.150 § 21.36.150

A laska Statutes Supplement

(c) A person may not make or permit arbitrary or unfair discrimi-
nation between insureds or property having like insuring or risk char-
acteristics, in the premium or rates charged for a policy or contract of
property, casualty, surety, marine, wet marine or transportation in-
surance, or in the dividends or other benefits payable on the insur-
ance, or in the selection of it, or in any other of the terms and condi-
tions of the insurance.

(d) Except to the extent necessary to comply with AS 21.42.365, a
person may not practice or permit unfair discrimination against a
person who provides a service covered under a group disability policy
that extends coverage on an expense incurred basis, or under a group
service or indemnity type contract issued by a nonprofit corporation, if
the service is within the scope of the provider’s occupational license.
In this subsection, "provider" means a state licensed physician, den-
tist, osteopath, optometrist, chiropractor, nurse midwife, advanced
nurse practitioner, naturopath, physical therapist, or occupational
therapist. (§ 1ch 120 SLA 1960; am § 5 ch 163 SLA 1976; am £ 1 ch
80 SLA 1983; am § 28 ch 2 FSSLA 1987; am § 1ch 56 SLA 1988; am
§ 1 ch 150 SLA 1988)

Effect of amendments. — The 1987
amendment, effective January 1, 1988,
deleted "or” preceding "nurse midwife”
and added "naturopath, physical thera-
pist, or occupational therapist" at the end
of subsection (d).

The first 1988 amendment inserted "ad-
vanced nurse practitioner” in the second

The second 1988 amendment, effective
January 1, 1989, added "Except to the ex-
tent necessary to comply with AS
21.42.365" at the beginning of the first
sentence in subsection td).

While neither amendment gave effect to
the other, both have been given effect in
this section as set out above.

sentence in subsection (d).

Sec. 21.36.150. Procedures as to undefined practices, (a) Ifthe
director believes that a person engaged in the insurance business is
engaging in this state in an unfair method of competition or in an
unfair or deceptive act or practice in the conduct of the business that
is not defined as being unfair or deceptive under this chapter, the
director shall hold a hearing on the matter, if the director believes it
would be in the public interest to do so after giving notice of the
hearing and of the charges. Upon conclusion of the hearing the direc-
tor shall make a written report of the findings of fact relative to the
charges and serve a copy upon the person and any intervenor at the
hearing.

(b) If the report charges a violation of this chapter and if the
method of competition, act or practice has not been discontinued, the
director may, through the attorney general of this state, at any time
after the service of the report cause an action to be instituted to enjoin
and restrain the person from engaging in the method, act, or practice.
In the action the court may grant a restraining order or injunction
upon just terms, but the state shall not be required to give security



§ 21.87.240 Alaska Statutes Supplement § 21.87.340

the insurer of the occurrence of a failure resulting in impending expi-

ration of its certificate of authority. (§ 1ch 120 SLA 1966; am § 27 ch
26 SLA 1985)

Effect of amendments. — The 1985 at the end of paragraph (1) of subsection
amendment substituted "set ur ier AS (a).
21.06.250” for "provided in AS 21.87.320"

Sec. 21.87.240. Annual statement, (a) Each service corporation
shall annually before March 2 file with the director a statement of its
financial condition as at the preceding December 31. The statement
shall be in the form, and provide for the information relative to the
corporation’s affairs, which the director prescribes, consistent with
this chapter. The statement shall be verified under oath by at least
two of the corporation’s principal administrative officers.

(b) At the time of filing the statement, the corporation shall pay a

fee set under AS 21.06.250. (§ 1ch 120 SLA 1966; am § 28 ch 26 SLA
1985)

Effect of amendments. — The 1985 AS 21.87.320" and made other minor word '
amendment in subsection (b) substituted changes.

"set under AS 21.06.250” for "specified in

Sec. 21.87.320. Fee and licenses. [Repealed, § 30 ch 26 SLA 1986.]

Sec. 21.87.340. Other provisions applicable. In addition to the
-ovisions contained or referred to previously in this chapter, the fol-
ding chapters and provisions of this title also apply with respect to
>rvice corporations to the extent applicable and not in conflict with
ie express provisions of this chapter and the reasonable implications
Zthe express provisions, and for the purposes of the application the
irporations shall be considered to be mutual "insurers”:

(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

115) AS 21.42.345 — 21.42.365

.84
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(16) AS 21.89.040

(17) AS 21.89.060. (8 1ch 120 SLA 1966; am § 1ch 92 SLA 1974;
am 8§ 2ch 95 SLA 1975; am § 2 ch 84 SLA 1976; am § 24 ch 40 SLA
1981; am &8 3 ch 45 SLA 1981; am § 3 ch 150 SLA 1988)

Effect of amendments. — The 1988  substituted "and 21.42.355" for "—
amendment, effective Jaruary 1, 1989, 21.42.365” in paragraph (15).

Chapter 88. Health Care Providers Insurance.

Article
2. Medical Indemnity Corporation of Alaska (§ 21.88.050)

3. Loan Fund (8 21.88,210)
4. General Provisions (§ 21.88.900)

Article 2. Medical Indemnity Corporation of Alaska.

Section
50. Powers and duties of the corporation

Sec. 21,88.050. Powers and duties of the corporation, (a) The
corporation shall

(1) in the form approved by the director, issue to all physicians,
nurses, and hospitals who are found to be acceptable risks under stan-
dards developed under (5) of this subsection, and who pay the pre-
miums for it, a contract or contracts indemnifying physicians, nurses,
and hospitals and their' employees who are health care providers
against loss by reason of liability for covered claims for an act or
omission in the delivery of professional health care in this state, and
agreeing to tender on behalf of the physicians, nurses, and hospitals
and their employees who are health care providers a defense to a
covered claim in a proceeding brought under AS 09.55.530 —
09.55.560; the limits of liability for policies issued by the corporation
shall be approved by the director; the contract shall cover the defense
against but need not indemnify liability for punitive damages arising
from a covered claim; at the option of the corporation, if approved by
the director, and for an additional premium the contract may cover
claims against the physician, nurse, or hospital that arise out of pro-
fessional services performed by the physician, nurse, or hospital for
any period before the contract is issued, except that '.overage will not
be provided for a claim already filed or that the physician, nurse, or
hospital had or reasonably should have had notice at the time the
retroactive insurance was purchased;

(2) charge a premium for the protection provided by the contracts
issued by the corporation which shall be determined by the board of
governors in accordance with AS 21.88.080 and subject to the approval

of the director;
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IMPORTANT: Travel benefits apply only to the conditions covered in this
medical section. They do not apply to the audio, dental or vision sections.

Travel benefits are not payable for diagnostic purposes or second opinion
diagnosis except as provided under the section entitled Second Surgical
Opinion on page 6. However, to ensure that the travel benefit will be paid
should covered medical treatment be rendered, always have your travel
conditionally preauthorized by the carrier.

Travel claims submitted under items (b) and (c) must be preauthorized.

A “Travel Preauthorization Application" (form 400-4868) is required in all
instances that do not involve a genuine life endangering emergency. You
may obtain a supply of these forms from your employer.

For travel which is not of a life endangering nature, but must be made
before preauthorization can be obtained by using this form, you must call
the Health Carrier’s travel representative, (access code) and
800-426-3211 for information and instructions.

Alcoholism/Drug Abuse Treatment Services

Your Plan will pay for treatment as an inpatient in a Hospital or in an
Approved Treatment Facility. Ifservices are received in a treatment facility
that is not approved, paymentwill be limited to $1,000 in any Benefit Year.
Outpatient Physician’s Services will be paid as part of the Mental and
Nervous Disorders benefit under the following section at jrw ***-' p'eu*.
be-nt-Fi-Vs (AO- \oorlo) of eligible. e*p&uset> up -to a. mwaxii-nuvn
of AT,oc>d pev- covevecl rv%l/w\bev pe-v <w* 4 -t-wo cth-vse-<uAhioe.
ueo-v-s.
Mental and Netoous Disorders
Services for Mertal or Nervous Disorders (see definition on page 36) will
be covered as follows:

+ Physician’s expenses will be paid at 50% of eligible expenses up to a
maximum of $2,500 per covered Member per Benefit Year.

* Hospital expenses will be paid the same as those stated on page 4
under COVERED MEDICAL EXPENSES.

Temporomandibular Joint (TMJ) Dysfunction

The Plan will pay normal Plan benefits for diagnostic services and »
necessary treatment of TMJ dysfunctions. Necessary TMJ treatment
means services or supplies that are generally recognized by the medical
or dental profession as effective and appropriate treatment for TMJ
dysfunction and its symptoms, and are in the guidelines of medical
necessity and UCR determinations. Routine dental services covered
under the Dental Plan are not covered under medical services for TMJ
conditions. Dental procedures listed as not covered under the Dental
Plan are excluded from benefit payment under this provision.

10

Questions regarding payment for specific treatment should be directed
by your dentist to the health carrier.

MEDICAL EXPENSES NOT COVERED
Limitations and Exclusions

The State's Medical Plan does not cover any condition, ailment or injury
for which you receive:

+ benefits from your employer’s liability plan or federal or state Workers
Compensation or similar law;

+ benefits available under any federal or state act, even though you or
your dependents waive rights to such benefits.

Services provided in the following facilities are not covered:

+ an institution which is primarily a rest home, home for the aged, nursing
home, skilled nursing facility, convalescent home or any facility of like
character:

+ convalescent or custodial services regardless of where such services
are provided, or any portion of a Hospital stay which is primarily
convalescent or custodial; and

+ charges incurred for education, training and room and board while
confined in an institution which is primarily a school or other institution
for training.

Charges for or in connection with cosmetic treatment or surgery will not
be paid unless:

+ treatment or surgery is for injuries sustained in an accident which
occurs while you or your dependents are covered and such treatment
or surgery is started within 90 days of the accident; or

+ treatmentorsurgery is fora congenital abnormality in your natural child
provided the child was born to you while you were covered by the
State's Medical Plan.

Cosmetic surgery which is not covered includes:

+ surgery for sagging skin of the eyelids (blepharochalasis), face (melo-
plasty or rhytidectomy), neck or abdomen;

* breast or hip enlargement or reduction procedures; or

« reshaping of the nose (rhinoplasty).

The following services and supplies are not covered:

+ hospitalization primarily for physiotherapy or diagnostic studies;
* routine physical and marital examinations;

n



* medical examinations or tests fordiagnostic purposes unless related to
a specific illness, disease or injury;

+ X-ray, laboratory, pathological services and machine diagnostic tests
unless related to a specific illness, injury or a definitive set of symp-
toms;

« treatment for obesity (excessive weight) including surgery and com-
plications;

+ services or supplies unless medically necessary for treatment of dis-
ease, illness or injury;

* marriage, sexual or family counseling;

« mental, neuropsychiatric and personality disorders, except as pro-
vided under "Mental and Nervous Disorders" (page 10);

+ services, drugs or supplies for sex transformations, dysfunctions or
inadequacies;

» charges for visual analysis, therapy or training relating to muscular
imbalance of the eye; orthoptics;

o routine foot care procedures such as the trimming of nails, corns or
calluses, fallen arches, other symptomatic complaints of the feet,
impression casting for prosthetics and appliances including prescrip-
tions therefor and routine hygienic care;

® charges for treatment designed primarily to provide a change in
environment or a controlled environment (milieu therapy);

+ charges you would not be required to pay if you did not have coverage
except charges for services normally furnished, paid for or reimbursed
under the Maternal/Child Health Unit and Handicapped Children’s
Program Section, Division of Public Health, Department of Health and
Social Services of the State of Alaska;

» any services or supplies for which no charge is made or which would
not have been made if this Plan were not in effect nor for services or
supplies for which the Member would not be legally liable if this Plan
were not in effect;

+ services or procedures which are not customary and generally
accepted by the medical profession and services or procedures which
are experimental or for research;

* injury or other loss sustained as a result of war or an act of war, whether
war is declared or not, or any international armed conflict or conflict
involving armed forces of any international authority;

iV

+ eye refractions or hearing aids, or the fitting of eye glasses or hearing
aids, except as provided under VISION AND OPTICAL BENEFITS on
page 18 and under AUDIO BENEFITS on page 21;

+ charges incurred for extraction of teeth or other dental procedures
except as provided under DENTAL BENEFITS, on page 15. However,
the Plan will provide Hospital care when there is an underlying medical
condition that necessitates hospitalization;

+ services or supplies not specifically listed as a covered benefit under
this Plan;

+ charges incurred with respect to a Memberduring or in connection with
a period of Hospital confinement which commenced prior to the date
the Member became covered under this Plan; or

+ hospital admissions or other treatment primarily for rehabilitative care
including, but not limited to, speech and occupational therapy or Hospi-
tal confinement which develops into primarily rehabilitative care.

NOTE; Charges for the services of an occupational or physical therapist
may be recognized as covered expenses only if a signed Physician’s
statement accompanies the claim submitted to the Health Carrier which
attests to the following:

+ aspecific treatment program relating to a specific degenerative condi-
tion or progressive disease has been prescribed by the attending
Physician; the statement must outline the type of program to be admin-
istered, the frequency of treatment and the expected duration of the
therapy;

+ the services of the therapist will be rendered while the patient is still
under the care of the attending Physician; and

+ the Physician expects that the therapy will arrest the progress of the
specific disease or degenerative condition.

Therapy will be reevaluated every 3 months to confirm that it is not
primarily rehabilitative and that the treatment is not being provided solely
at the discretion of the therapist or at the election ol the patient.

INDIVIDUAL CASE MANAGEMENT

If you or your covered dependents have an illness or accident that may
extend for a period of time, this plan provides for alternate means of care.

If you or your covered dependents face extended periods of care and
treatment, this may be accomplished in an alternate setting, such as a
skilled nursing facility, convalescent facility, or in your own home. These
settings may offer cost savings to the plan along with advantages to you
and your family.

13



Hospital Services and Supplies: Those services and supplies rendered by
the Hospital which are required for treatment which do not include room
and board, Physicians’ fees or costs for special duty or private nursing
care outside of an intensive care unit, services of a personal nature, such
as charges for radio, television, guest trays, and the like.

Inpatient: A registered bedpatient in a Hospital for whom the Hospital
makes a daily room charge.

Medical Emergency: Sudden illness or injury which requires immediate
attention to prevent death or impairment of health.

Medically Necessary/Medical Necessity: Indispensable in the sense that in
the reasonable opinion of this Plan, an iliness, injury or condition harmful
or threatening to the patients life or health, ora direct effect of such, could
not have been diagnosed or relieved without the medical service or
supply in question. The mere fact that it was furnished, prescribed or
approved by a Physician or other qualified provider does not in itself
mean that it was medically necessary. A medical service or supply may
be medically necessary in part only.'

Medicare: The Health Insurance For the Aged under Title XVIII of the
Social Security Act as amended by the Social Security Amendments of
1965 (Public Law 89-97), as such program is currently constituted and as
it may be later amended.

Member: The Employee or eligible dependent covered under this Plan.
Mental or Nervous Disorder: A neurosis, psychoneurosis, psychopathy,
psychosis, mental or emotional disease or disorder of any kind.

Benefits will not be provided for services rendered for adolescent behav-
ioral problems, learning disabilities, marital, family, sexual, or other coun-
seling or training services, custodial care, services rendered after a
court-ordered admission or for services not medically necessary.

Other Group Plans: This includes the following sources of benefits which
will be recognized for coordination of benefit purposes:

 group or blanket disability insurance or health care programs issued by
insurers, health care services contractors and health maintenance

organizations;

+ labor-management trustee plans, labor organization plans, employer
organization plans or employee benefit organization plans;

» governmental programs, including Medicare;
+ coverage required or provided by any statute;

» group student coverage provided or sponsored by a school or policy
which separately states whether it is or is not subject to this provision
will also be determined to mean a separate "Program"”; and

36

 will include the State of Alaska Group Health Care Plan.

Outpatient: One who receives treatmentin a Hospital, but is not registered
as a bed-patient of that Hospital.

Physician: A person who is licensed to practice medicine and surgery
(M.D.), osteopathy and surgery (D.0O.), dentistry (D.D.S. or D.M.D.), and
other providers such as a licensed Psychologist or a psychiatric social
worker supervised by a licensed Psychologist, Audiologist, Optometrist,
Chiropractor, Podiatrist (D.P.M.), or a Christian Science Practitioner
authorized by the Mother Church, First Church of Christ Scientist, in
Boston, Massachusetts.

Plan: The agreement as described in this benefits contract between the
State of Alaska and the Health Carrier, any endorsements not attached or
later issued and the identification cards for eligible Employees indicating
participation in the Plan.

Prescription Drug: Any medical substance, the label of which, under the
Federal Food, Drug and Cosmetic Act, as amended, is required to bear
the legend: "Caution: Federal law prohibits dispensing without a pre-
scription."

Professional Ambulance: A "professional ambulance" is a land or air
vehicle specially equipped to transport injured or sick people to a desti-
nation capable of caring for them upon arrival. "Specially equipped"”
means that the vehicle has the appropriate stretcher, oxygen and other
medical equipment needed for the patient’s care enroute. This vehicle
must have in attendance a medical technician who is trained in life saving
services.

Totally Disabled: (1) the complete inability of an Employee to perform
everyday duties pertaining to the Employee's occupation or employment,
due to disease, illness, injury or pregnancy. (2) the complete inability of a
dependentto perform the normal activities of a person of like age and sex
due to disease, illness, injury or pregnancy. The Plan reserves the right ol
determination of total disability based upon the report of a duly qualified
Physician or Physicians chosen by the Plan.

Usual, Customary and Reasonable: The amount normally charged for a
covered medical expense. Since Physicians' charges vary due to geo-
graphic location, skill of the Physician and complexity of the service
performed, the Health Carrier must determine which fees are "Usual,
Customary and Reasonable." The Health Carrier takes into considera-
tion the fee usualiy charged for a particular service by whomever pro-
vides the service. The fee should be similar to that charged for the same
service by other Physicians in the area. If the particular service is not
provided by enough Physicians in an area to determine an average cost
range, the Health Carrier will decide the amount to be paid based on a

37
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.O. Box Y. State Capitol
Juneau, Alaska 99811-3100
Mail Stop 3100
(907) 465-3991

February 15, 1988
MEMORANDUM
TO: Representative Niilo Koponen
ATTN: Lisa MclLaren

FROM: Karen Oakley”
Legislative Analyst

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

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 vrequire 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 1in 13 states. Mandated
availability is found in 13 other states (see Table 1).

NStates with mandated coverage statutes are Colorado, Connecticut,
Maine, Maryland, Massachusetts, Minnesota, Montana, New Hampshire, North
Dakota, Ohio, Oregon, Virginia, and Wisconsin.



Representative Koponen
February 15, 1988

Page 2
Alaska is one o0f24 states that does not currently havea statute
addressing the provision of mental health benefits. Senate Bill 67 would

require that insurers in Alaska offer mental health benefits as an option
under major medical insurance policies; Alaska would then becomea 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.

Only two states specify a minimum benefit for partial
hospitalization.

States differ 1in 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 $500 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 of 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 1insurance must be
made for groups as a whole or whether each individual within a group
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. It
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 Cross for an estimate of the costs under SB 67, but they
were still in the process of 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, | 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 51,000 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 not 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 1is 52,000 for
inpatient and 5500 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

“Ms. Stecher noted that the $2,000 benefit for inpatient services Iis
illusory since few people required inpatient treatment. She also said that
the outpatient limit of S500is almost too low to have any value and that
the Washington legislature is considering specifying the benefitsthatmust

be offered.



COMPARISON

STATE

Alaska
Senate Bill 67

Arkansas

Cali fornia

POLICIES
DATE COVERED
not
applicable Group
1979 Group,
Individual
1973 Group

doctoral

OF THE PROVISIONS OF SENATE BILL 67 TO EXISTING STATE LAWS MANDATING AVAILABILITY OF

OTHER ELIGIBLE PROVIDERS
(SEE NOTE 1)

licensed general or
psychiatric hospitals;

community mental health
centers;

person with a master®s or

works in conjunction with
a licensed mental health

care provider

licensed outpatient
psychiatric centers

licensed marriage or
family counselor;

registered nurse with
masters in pschiatric
mental nursing and
2 years experience;

licenscd clinical social
worker

degree in psychology,
nursing or social work and

INPATIENT

45 days per year

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 policyholder
and the insurer

MENTAL HEALTH INSURANCE

REQUIRED BENEFIT OFFERINGS

OUTPATIENT

50 outpatient treatments
or office visits per year

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

PARTIAL
HOSPITALIZATION

Not specified

Not specified

Not specified



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
Florida 1976 Group licensed mental health 30 days per year $1,000 per year If partial hospitalization
Amended professional services or a combination
1983 of inpatient and partial
hospitalization are utilized,
total benefits paid should
not exceed the cost of
30 days of inpatient
hospitalization
Georgia 1984 Group, not specified 30 days per year under A8 visits per year under Not specified
Individual an individual policy and an individual policy and
60 days per year under 50 visits per year under
a group policy a group policy
Illinois 1975 Group, Coverage for inpatient Coverage for outpatient Not specified
Individual on par with physical on par with physical
benefits but not more benefits but not more
than 50% deductible for than 50% deductible for
all expenses with an all expenses with an
annual limit of the lesser annual limit of the lesser
of $10,000 or 25% of of $10,000 or 25% of
the lifetime policy the lifetime policy
Kansas 1978 Group community mental health 30 days per year Coverage for the first Not specified
center or clinic; $100 and 80% of
the next $500 per year
pyschiatric hospital
Loni siana 1975 Group board certified social Benefits on par with Benefits on par with Not specified

worker in consultation those offered for other those offered for other

with a physician illnesses illnesses



TABLE 1 (Continued)

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

STATE

Mi ssouri

New York

Tennessee

Vermont

DATE

1980

1977

1974

1975

POLICIES
COVERED

Group,
Individual

Group

Group,
Individual

Group

OTHER ELIGIBLE PROVIDERS
(SEE NOTE 1)

social worker

community mental health
center with an approved
plan for quality assurance;

accredited hospitals

licensed mental health

professional;

INPATIENT

30 days per year;
on par with other
illnesses

30 days per year in
a general or mental
hospital

Not specified

45 days per year in
a general or mental

INSURANCE

REQUIRED BENEFIT OFFERINGS

PARTIAL

OUTPATIENT HOSPITALIZATION

Copayment no greater than Not specified
50% 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

£700 per year deductibles Not specified
and coinsurance on par with
other benefits

30 visits per year Not specified
copays and deductibles
on par with physical

illnesses

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

POLICIES

STATE DATE COVERED
Washington 1983

West Virginia 1977 Group,

Individual

SOURCE: Intergovernmental Health Policy Project

NOTES:
types of mental

Prepared by the House Research Agency,

OTHER ELIGIBLE PROVIDERS
(SEE NOTE 1)

licensed or accredited

general mental hospital;

comprehensive health service

organization;

community center or clinic

1. All of the states specify pyschia®.rists and psychologists as eligible providers.
providers eligible to be reimbursed for provision of mental

February 1988 (88.167).

INSURANCE

REQUIRED BENEFIT OFFERINGS

INPATIENT

45 days per year in

a mental or general hospital;

on par with illnesses in a

general hospital

health services to covered

OUTPATIENT

30% copayment up to $500
per year, sessions cannot

exceed 50 per year

"Other eligible providers" are those other

individuals.

F X7y Tiy F

PARTIAL
HOSPITALIZATION

Not specified



TZLL 2_
ESTIMATED INCREASED MONTHLY COSTS FOR

Group Plans

Basic Hospitalization and Major Medical
$100 Deductible

Risk Level 3

(for rate effective April 1, 1985)

Group Size HB 313
5-10 $8.20
11-24 7.50
25-99 7.25

Comprehensive Health
$100 Deductible

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

Group Size HB 313
5-10 $9.70
11-24 9.45
25-99 8.60
Nongroup Plans
Individual Only
Age 40-44
Deductible HB 313a
$200 $8.30
$500 6.40
$1,000 5.20

MENTAL HEALTH COVERAGE

SB 295

$7.45
7.20
6.60

SB 295

$8.80
8.60
7.80

SB 295

$7.55
5.80
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, Blue Cross of Washington and Alaska.

Table Prepared by the House Research Agency, May 1985. ((3i



AMHB Resolution 89-1

Whereas, the Alaska Mental Health Board is charged with reviewing
statutes applicable to the mental health program of Alaska and with
recommending appropriate changes, and,

Whereas, the Board has the duty to discourage duplication of
services and promote efficient and coordinated use of federal, state,
and private resources in the provision of mental health services,
and,

Whereas payment for services through mental health insurance
coverage is a major private resource for funding state wide
comprehensive mental health services, and,

Whereas, present state law fails to provide for mental health
insurance coverage in a manner treating mental illnesses and
cor jitions equitably compared to other categories of illness or
condition, and,

Whereas, persons with mental and emotional conditions can benefit
from mental health services, whether or not paid for by the mental
health trust, and,

Whereas, the provision of mental health services for persons with
less severe conditions is in the public good, and,

Whereas, if these services are to be obtained from either the private
or public sector they must be paid for, and,

Whereas, the reasonable source for funding these services is through
the benefits of appropriate mental health insurance coverage, and,

Whereas, universally available mental health coverage comparable to
health coverage for other conditions is in the best interest of the
citizens of the state as well as essential to the provision of a
comprehensive and integrated mental health program,

Now therefore be it resolved that,

The Alaska Mental Health Board supports development of legislation
regarding mental health insurance coverage that:



1. mandates that all health insurance policies offered in the
state include mental health coverage;

2. that the mandated coverage must be comparable to that
coverage offered for other ailments in particular comparable with
regard to deductibles and percentage of reasonable and allowable
charges born by the policy as opposed to the beneficiary;

3. that ensures consideration of the nature, severity, typical
course and prognosis of the mental illness or condition being
covered and also considers the reasonable and allowable charges for
the necessary and/or beneficial mental health services for such
conditions;

4. that ensures mental health services can be directly
compensated to service providers licensed and/or certified in the
state when practicing within their area of competency;

5. that considers appropriate utilization of proceeds of the
mental health lands trust for reinsurance provisions, and,

6. that recognizes the appropriate role of private health
insurance in the funding of mental health services within a
comprehensive and integrated mental health program for the state.
The Resolution passed unanimously.

Dated the 26th of February, 1989
Thelma Langdon, Chairperson

Alaska Mental Health Board

Attest:

Patricia Rvan-Clasby, Secretary/Treasurer
Alaska Mental Health Board



SPECIAL MEETING
OF
THE ALASKA MENIAL HEAITH PROGRAM DIRECTORS® ASSOCIATION
February 19, 1988

RESOLUTION 4-88
CS-SB 67
i Whereas, there is pending before the legislature CS-SB 67, a bill
which mandates_ inclusion of mental health cowverage iIn policies of
insurance providing coverage for physical health,
AND

Whereas 1t 1Is to this Association that there is a
critical need for welfare citizens of Alaska for said coverage,

NOW therefore be 1t RESOLVED

- That this organization supports and urges passage of said CS-SB

ADOPTED; February 19, 1988

Pamela J. Delys-Baglien, Ph.D.
Chair, Alaska Mental Health Program
Directors®™ Association



MEMORANDUM State of Alaska

TQ

02 00lAiRev 8/851

Alaska Mental Health Board

Division of Insurance August 25, 1988

ALENO

THEPHONEND

Information Request

Dennis Scholl, Ph.D.
Executive Director, AMHS8
419 6th Street, Room 124
Juneau, Alaska 99801

As specified in statute (AS 47.30.661-669) the Alaska Mental Health

Board (AMHB) is to assist the state in ensuring an integrated comprehensive
mental health program. Additionally, the AMHB is to “have access to informa-
tion in the possession of state agencies”™ [AS 47.30.666.(5)]-

Adequate health insurance for mental and emotional conditions is an essential
element of an integrated comprehensive mental health program. Recently, the
Governor vetoed SB67, legislation that would have considerably improved
mental health insurance coverage in Alaska. Much of the basis for the veto
apparently came from positions taken by the Division of Insurance and the
Department of Administration.

The Legislative Committee of the AMHB has taken up the insurance issue as a

major initiative for the coming legislative session. To deal with the issue

the AMHB requests the Division of Insurai and the D.O.A. to provide all the
information they have compiled regarding mental health insurance, including
but not limited to:

1. Position Paper

2. Fiscal projections/impact

3. Correspondence with the health insurance carriers

4. Correspondence with other governmental units including but not

limited to the legislature and the governor®s office

We also as that you provide comparable information on the Alcohol Treatment

coverage legislation which was enacted this year.
The AMHB looks forward to working with the Division of Insurance in

developing mental health insurance coverage legislation for the coming
session. Your cooperation in this project will be appreciated.

DS/RAS/ras



LETTERS

Mental illness hill
should've been OK’'d

Editor's Not*: The following letter
was wntten to Gov. Steve Cowper and
submitted for publication.

Dear Governor:

Itis a big disappointment that you
have vetoed the bill sponsored by
Sen. Jan Faiks which would havs
provided equitable coverage for the
mentally ill.

| believe that the rationale as pro-
vided in the news was inaccurate and
misleading. These arguments were
raised three years ago and the provi-
sions outlined in this present bill
were targeted to overcome those ob-
jections. None of your administrative
assistants made any comments op-
posed to this bill in any committee.

In specific: We question the con-
cern that the legislation would raise
premium costs for state employees.
The provisions for hospitalization
and outpatient visits Is essentially
the same as in the present state em-
ployee contract because it isa "mini-
mum coveragel type of bill. Every
basic health insurance will have 45
days of inpatient and 60 outpatient
days.

Secondly, it is essential that this
type of coverage be a mandated
rather than optional because it
spreads the "base" over a larger
poo! primarily because most people
do not ever think they wfil need men-
tal health coverage yet 20 percent of
our population require some cover-
age at some point of their life.

MY TURN

Thirdly, other states who have si-
milar bills, (17 so far) have not expe-
rienced a rate increase of more than
$2 per month. Montana had no in-
crease as a result.

Fourth, small companies with 20
or less employees were exempt
which answered the concern about
small businesses.

Fifth, mental illness is a no-fault
illness and it concerns us that cover-
age for substance abuse was ap-
proved and the mentally ill still get
to be the last victims on the list even
though this bill has been actively
sought for four years. A patient who
is suffering from mental illness in a
hospital pays the same dollars per
bed as anyone who breaks a leg but
average policies only cover 50 per-
cent. Some policies even are so bad
that they have a $5,000 cap or an ex-
clusion for mental illness.

Governor, we urge you to ask
your administration to actively work
on legislation to overcome the inequi-
ties of health insurance for mentally
ill persons.

Shk.ron Lobaugh

President

Alaska Alliance

forth* Mentally 1l

Juneau

Low stream levels
due to logging

Deer Editor:

This letter is for your readers who
watched the KTOO "Currents" pro-
gram on the Tongass National Forest

on June 9.

We ran out of time before | could
finish my comments regarding the
recent years of "record salmon har-
vests” and concerns over timber
harvest.

Basically what needed to be
brought out is this: people have a
real short memory - .since they
seem to have forgotten last year’s
very low level of salmon harvest.
This extremely bad catch was due to
winter freeze-outs plus die-offs of
unspawned pink salmon because of
lowered stream flow levels in sum-
mer months. These problems were
the worst in southern S.E. Alaska
(Prince of Wales Island) where the
most intensive and extensive logging
has occurred. . .

Researchers are pointing at the
loss of streamside cover as the cause
of reductions in pink salmon. Old
growth holds these streams together.
Disruption of this habitat greatly re-
duces nature’s way of moderating
the extremes of weather.

Thank you,

Bart Koehler DT .

Executive Director AV ¥

Southaaet Alaeka %

Conservation Council n;

Juneau

Friendship Hight work

of many Alaskans I
\V
To the Editor:
It was a thrill to hear a headline
story one recent morning on the ra-
dio about the reunion of Alaskan and

’ 1
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ANAWA
PSYCHOLOGIC/1L
[1SSOCWTIOM

February 3, 1988

Co-Chairs HESS
Representative John Ellis
Representative Niilo Koponen
P. 0. Box V

Juneau, Alaska 99811

Dear Sirs:

The Alaska Psychological Association strongly supports the
mandatory wording in S.B, 67. We endorse S.B. 67 as a means
of increasing availability of mental health services to the
consumer and thereby reducing overall medical health care
utilization. This ultimately reduces costs to the insured and
insurer alike. The mandatory clause ensures cost containment
for the consumer and encourages utilization of the mental
health services shown to reduce overall health system costs.

Please call 1if you have any questions or concerns or would
like testimony in support of this bill.

Sincerely,

Past President
Chair Legislative Committee

BNS/cs

cc: Jan Faiks
Clark Gruening

3?11 Providence Drive, Anchorage, Alaska, 99508 9CJ7-786-1711



Sitka Mental Health Clinic

P.O. Box 1763
Sitka, Alaska 99835
(907) 747-8994

Michael Boyd, Ph.D.
Psychologist
12-9-87

Honorable Nilo Koponen
Co-Chairman House, Health Ed. and Soc. Svcs. Comm.

Rm. 106
Capital Building
P.0. Box V

Juneau, Alaska 99811

Dear Representative Koponen:

I am writing concerning CSSB 67 which is scheduled to come before
your committee during the wupcoming session of the legisalture.
CSSB provides for insurance coverage for treatment of mental or
nervous conditions. I would [like to encourage you to speedily
act on CSSB 67 and refer it on with a recommendation of approval

by the house.

State funded mental health programs depend on 1insurance payments
for much of their revenue. At this time, many insurance companys
will not pay for treatment provided by someone who 1is not a
psychiatrist or licensed psychologist. While many clinics
are directed by psychologists or psychiatrists, few can afford to
have professionals of that level as primary care givers. CSSB 67
provides that state funded mental health clinics would be
eligible for insurance payments as long as a therapist is
supervised by a physician or a psychologist. With the provisions
of CSSB 67, state funded mental health clinics would be more able
to collect needed revenue from third party payors.

Respectfully,

Michael J.uB"oyd ,”-ph .D.
Psychologis t

MB/Zimr
cc: Albert P. Adams

John Sund
Albert Adams
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Changes In Health Care Costs
and Utilization Associated
With Mental Health Treatment

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

Health insurance claims offam-
ilies covered by Aetna”™s Federal
Employees Health Berefit Pro-
gram from 1980 through 1983
were analyzed to determine if
any changes in total health care
utilization and aosts were associ-
ated with the initiation ofmen-
tal health treatment, A total of
26,915 families in which at lesst
one member received mental

1070

health treatment were compared
witha randomly selectedgroup of
16,468 families in which no
member bad received mental

health treatment. Total health
care aostsfor those receivingmen-
tal health treatment were signifi-
cantly higher than oosts for the
comparison group. However,

those aosts dropped significantly
after initiation ofmental health
treatment and continued to de-
clire over the study period. The
biggest declines occurred among

October 1987 Vol. 38 No. 10

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

While mental health care could be
seen as adding to the overall cost
of general health care, there is
growing evidence chat mental
health care actually results in lower
total heath care utilization and
costs for treated persons. This can
be the result even when the cone o:
mental health care itself is indud
cd. Follecte and Cummings (1), ii

Hospital and Community Psychmr
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one of the fin: major American
studies of this question, found that
the use of aonpsychiatric medical
services dropped following the ini-
tiation of psychotherapy. Jones
and Vischi (2) reviewed 13 studies
and found that 12 showed reduc-
tion in medical care utilization-
ranging from 5 co 85 percent fol-
lowing mental health intervention.

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

Mumfordt Schlesinger, and
Glass (4), following a review of
research on the impact of psycho-
logical intervention on recoven/
from surgery and heart attack/;,
found that on the average psycho-
logical intervention reduced hospi-
talization by approximately two
days below the control group’s av-
erage of 9.92 days.

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

Dr. Holder is director of che
Prevention Research Center in
Berkeley, California, and lectur-
er in the School of Public
Health at the University of Cali-
fornia- Mr. Blose is a senior ana-
lyst at the Human Ecology' Insti-
tute in Chapel Hill, North Caro-
lina. Dr. Holder’'s address is
2532 Durant Avenue, Berkeley,
California 94704. This research
was conducted under contract
no. ADM 281-83-0011with the
National Institute of Mental
Health.
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The same research team has also
ci-nducted a five-year longitudinal
airdysis of medical care utilized by
persons enrolled with the Blue
Cross/Blue Shield Federal Em-
ployees Benefit Program from
1974 through 1978. They found
that persons with from seven to 20
mental health outpatient visits had
medical care charges that were
.'1309 lower than those of the com-
parison group, and those with
more than 21 visits had charges
$284 lower than the comparison
group (6).

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

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

On che other hand, overutiliza-
tion prior to initiation of mental
health treatment could result in
substantially higher general medi-
cal care coses. The above studies
suggest chat overutilizacion of
health care prior co initiation of
mental health treatment is more
likely than underutilization, m the
average.

Research design

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

During the years covered by this
study, Aetna FEHBP was the sec-
ond largest of more than 100
htJth plans available to federal
employees. Two benefit options
were available under the plan: the
high-option plan, which set limits
of $20,000 annually for inpatienc
mental health care and $1,000 an-
nually for outpatient mental health
care; and the low-option plan,
which had limits of $15,000 and
$750, respectively.

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

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

In addition, a random sample
from the total continuously en-
rolled population of families who
did not file claims for mental
health treatment was selected as a
comparison group. This random
sample was composed of 16,468
families and included 41,829 indi-
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viduads Who were stratified by age
co match the age distribution of the
mental health study group. F* >
ilies with any member receiving
treatment for alcoholism or dr'ug
abuse were excluded from both
the comparison group and the
mental health study group.

The ideal research design for
determining statistically significant
changes in total health care pat-
terns would use experimental
treatment t’id no-treatment con-
trol groups randomly assigned
from the same population. Howev-
er, the identification of a diag-
nosed but untreated group is im-
possible in alarge field study utiliz-
ing health insurance claims as a
means to identify the treatment
population.

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

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

In addition, a tongicudinal analy-
sis that pooled available data from
all individuals was used to describe
long-term patterns. The pre-post
analysis permits reliable testing for
statistically significant changes in
cost and utilization. The longitudi-
nal analysis permits use of all the
available data co document long-
term trends and tendencies.

Comparison of che groups

The mental health study group and
the comparison group were quite
similar in average family age, fam-
ily size, and type of health insur-
ance plan option. The average fam-
ily size for chose with at least one
member receiving mental health
care was 2.57 persons, compared
with 2.54 persons in families in the
random sample. The average fam-
ily age (as of January 1984) was
48.8 years for the mental health
treatment group and 49.2 years for
the comparison group. The same
percentage of both groups (79 per-
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cenc) were enrolled under high-
opcicn coverage.

The monthly per-person costs
(in January 1980 dollars) for all
health care for families with at lease
one member receiving mental
health creatment were S158.82,
compared with $91.85 for the ran-
dom sample. Most of this differ-
ence was the result of inpatient
treatment costs ($104.85 a month
for the mencal healch treatment
group versus S60.12 a month for
che random sample). However,
there were also differences be-
tween thi two groups in ambula-
tory care and other costs over che
four-year study period.

The families with at least one
member receiving mental health
treatment averaged .39 inpatient
days per person per monch com-
pared with .18 days for the random
sample. Mental health creacment
costs announced co $22 per month,
or 14 percenc of the $159 average
monthly costs for all healch care
for persons in the mental health
study group, thus indicating chac
these cost differences are not due
primarily to che cost of mental
health treatment. All of these com-
parisons were statistically signifi-
cant at p<.001. In point of fact,
given the relatively large creatmenc
group and comparison group sizes
utilized in this study, most differ-
ences were statistically significant.

Mental health treatment
costs and utilization

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

The cost of mental health care
per person receiving care during
che study period was S2.079 (Janu-
ary 1980 dollars), of whic.*. 63.4
percent was paid by Aetna as
No. 10
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health insurance benefits. Inpa-
tient care, though utilized by only
20 percenc of che mencal healch
padents, accounted for 60 percent
of mental health treatment costs.
The average length of inpatient
mental health treatment was 32.2
days. More than half of the inpa-
tient stays were 21 days or less,
and almost a fourth were seven
days or less. The average cost per
admission was $3,887 (January
1980 dollars), and the average
number of admissions per person
utilizing inpacienc care wa; 1.57.
No data were available on whether
the inpatient stays were in special-
ty facilities or general hospitals.

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

Pre- tterns
of rriel'ogﬁzalpa care
Total medical care costs and utili-
zation for individuals receiving
mental health treatment were ana-
lyzed using che first such creatmenc
event as areference point. Individ-
uals began creatmenc during each
month of che study period, and
there were varying amouncs o f data
available for analysis before and
after initiation of treatment. For
example, persons beginning treat-
ment in early 1980 would have
only a few months of pretreacment
data buc more than three years of
postcreatment data. For chose
whose initial creatmenc was in mid-
1983, the opposite sicuacion ap-
plied.

The primary resear-h question
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was whether there was a reduction
in total health care utilization and
cost following initiation of mental
health treatment. Thus the study
tested for statistically significant
changes in medical care costs and
utilization using three groups com-
posed of individuals having similar
pro- and posttreatment periods.
The first group contained persons
for whom 12 months of pretreat-
ment data and 12 months of post-
treatment data were available
(N=12,699). Analysis found a sta-
tistically significant decrease in to-
tal mor; <y health care costs per
person (t=6.44, df=25,396,
p<.00l). The costs dropped from
$263.28 before treatment to
S2Q8.79 after initiation of treat-
ment (January 1980 dollars).

Longer and more meaningful pe-
riods of comparison were provided
by group 2, persons for whom a
full 24 months of pretreatment
data and 12 months of posttreat-
ment data were available
(N =5,213). In general, cost and
utilization levels in group 2 in-
creased from the 13- to 24-month
pretreatmenr period to the 12
months preceding initial mental
health treatment; they then de-
clined during the first 12 months
after initiation of treatment. Total
health care costs per month per
person increased from S121 to
S278 and then fell to S202 after
initiation of treatment (F=102.14,
df= 15,638, p<.001). This pattern
is primarily due to changes in inpa-
tient costs, which went from
S74.91 during the 13- to 24-month
pretreatment period to S201.33 af-
ter initiation of treatment. Inpa-
tient costs in the 12-month period
after initiation of mental health
treatment dropped to $127.70.
The differences were statistically
significant (F=82.02, df-=15.638,
pC.001). Ambulatory costs and
utilization remained essentially the
same during the first year after
initiation of treatment.

These results are confirmed in
the analysis of group 3, those with
at least 12 months pre- and 24
months posttreatmenr data. This
group provides clear evidence that
the decline in cost and utilization
continues in the second year fol-
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lowing the initiation of mental
health treatment. Total health care
costs per month per person fell
from $242 in the year before treat-
ment to $214 in the first year after
treatment began to S162 in the
following year. These differences
were statistically significant
(F=21.88, df= 17,642, p<.001).
As with group 2, this drop was

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

primarily the result of decreases in
inpatient days per month per per-
son from .63 to .52 to .39 days
(F=19.02, df= 17,642, pC.001)
and inpatient costs per month per
person from SI67 to $133 and
S106 <F=13.95, df= 17,642,
pC.001). Ambulatory care costs
actually increased in the year fol-
lowing initiation of treatment
(from $59.15 in the year before to
$64.15 in the year after) due to the
use of ambulatory mental health
services, but they fell below the
pretreatment level in the second
posttreatment year (S42.29).
These differences were also statis-
tically significant (F=60.59,
df=17.642, pC.001).

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

The health care patterns of the
family members of persons receiv-
ing mental health treatment were
Vol. 38

October 1987 No. 10

also analyzed. Total monthly
health care costs for the family
members of mental health patients
showed a downward trend, begin-
ning before the point of initiation
of mental health treatment of the
family member or members; For
example,- untreated individuals
with data for at least 24 months
before and after initiation of treat-
ment for a member of their family
(N =3,074 families) had total
health care costs per month per
personof $101.71 in the 13- to 24-
month pretreatment period,
S93.13 in the 12-month pretreat-
ment period, and S74.03 in the 12-
month period after initiation of
treatment (F=5.05, df=9,221,
p<.0l).

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

Longitudinal analysis of

total health care costs

The pre-post analysis confirms that
statistically significant changes in
health care patterns are associated
with the initiation of mental health
treatment. However, the patterns
of average monthly total health
care costs can also be examined
longitudinally by pooling the data
for all mental health patients (more
than 33,000). This yields a distri-
bution of average cost per individ-
ual over a six-year period— 36
months before and 36 months af-
ter the initiation of mental health
treatment. The pretreatment val-
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ues were J108 (31 to 36 months).
S128 (25 to 30 months). $124 (19
to 24 months), S126 (13 to 18
months), S147 (seven to 12
months), and $493 (one to six
months). Posttreatment initiation
values were $239 (one to six
months), S183 (seven to 12
months), S167 (13 to 18 months),
S158 (19 to 24 months), S144 (25
to 30 months), and $137 (31 to 36
months).

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

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

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

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

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

Cost ratios for males and fe-
males were abo analyzed. Females
in che treatment group initially (31
to 36 months prior to treatment)
had total health care costs per
month that were significantly high-
er than costs for females in the
random sample (a proportional val-
ue of 1.77). Males receiving men-
tal health treatment, however, had
costs comparable co males from
che random sample baseline at this
point (1.01). By the final posttreat-
ment period, males were closer co
the levels of the random sample
(1.66) than were females (1.99),
although the costs for treated fe-
males were closer to their actual
pretreatment costs.

Conclusions

The results of this study provide
confirmation of che findings of
previous studies as well as provide
new findings, previously unreport-
ed, concerning che question of the
No. 10
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pocential for mencal healch treat-
ment to reduce other health care
costs.

In this study, the cocai healch
care ucilizacion and costs of Aetna
FEHBP-enrolled families receiv-
ing mental health creatmenc were
higher than those of a demographi-
cally similar comparison group of
enrolled families not receiving
mental health treatment.

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

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

It is not possible co estimate
exactly how much of the decline in
health care uulizadon after initia-
rion of treatment is due to treat-
ment per se versus other factors
such as self-selecdon and motiva-
tion, regression toward the mean
and so forth. The relatively lon
periods before and after initiado
of treacment used in our analyze
however, provide a valuable pe
spective for evaluating this issu
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Some previous studies that have
utilized relatively short prerreat-
ment periods (usually 12 months)
have been open to the criticism
that the reductions in health care
costs immediately following treat-
ment initiation might be explained
by "regression to the mean” (3,5).

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

Some of the observed decreases
in costs and utilization in this study
are likely related to this natural
adjustment. However, we found
that the health care costs of trer.ted
individuals continued to drop in
relation to their prior costs as well
as in relation co the costs of un-
created persons of similar age and
sex for up to three years after
initiation of treatment. We believe
it is rather unlikely that this de-
cline is totally explained by an end-
ing of a personal crisis (and the
resulting statistical regression).

This study, like the others cited
earlier, supports aconclusion that
the initiation of mental health
treatment by self-motivated pa-
tients can yield posidve reductions
in heaich care udlization and costs
for alarge insured populadon even
when there is no direct control
over the variety and quality of
care. Such a finding has important
policy implications for prepaid
medical groups as well as insurance
companies.

No study of the health care costs
and udlizadcn of treated persons
based on a single enrolled health
insurance populadon is readily
generaiizable beyond that popula-
tion. Given the heterogeneity of
enrolled populations, the variety
of health insurance benefit plans
across the country, and the mix of
available general health care and
mental health treatment services,
no single study is likely to be na-
riooaily representative.

This study is no: as subject to
biases due to regional variations in
general health or mental health
care as is much other research,
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since the population of persons
filing mental health treatment
claims with Aetna is a national one,
drawing on all 50 states. However,
it is not necessarily geographically
representative of either the U.S.
population or the population of
federal employees, since many fac-
tors influence the choice of health
plans by government workers.

Roughly 60 percent of Aetna
claimants receiving mental health
treatment are age 45 and oldsr.
The study finding that older age
groups have greater opportunity
for cost reductions than younger
groups is an important policy con-
sideration. Older people tend to
use more medical care services
than those in younger age groups,
specifically more expensive hospi-
tal care. As che Aetna-enrolled
population is older chan many en-
rolled oopulations, studies of a no-
ticeably younger enrolled popula-
tion may find smaller treatment
effects.

This study makes an important
contribution to an ever-enlarging
research base concerning the pat-
terns of health care before and
after mental health treatment. The
study documents the potential of
reductions in total heaich care costs
following initiation of mencal
health creaunent. The longitudinal
pooled data show that total health
care costs ac the end of che 36-
month period following initiation
of treatment are higher than the
costs at the equivalent point 36
months before treatment. Howev-
er, given the six-year span repre-
sented and the general tendency of
health care costs to increase as a
population ages, this result is not
surprising.

Since the cost trend following
treatment initiation is downward,
it may not be unrealistic to expect
r/en lower total health care costs
over a longer follow-up period.
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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,

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

(1) A number of insurers and

alcoholism, and drug dependency. &alth maintenance organizations

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 states.

There is significant reluctance on
the part of many insurers and health
maintenance 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
ilinesses 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 pressures
to voluntarily provide or expand bene-
fits of this nature.

Against this background, a chorus
of claims and counterclaims has
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claim that mandating benefits for
mental illness, alcoholism, and drug
dependency will dramatically 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 and hospital services utilization.
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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 <nregion, popula-
tion, economy, and other important
social measurements. Their mandat-
ed benefits were incepted at different
points in time and differ widely in
structure.

Methodology

The relatively short oeriod 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 to pre-mandated
benefit periods. In the absence of such
data, we conducted our study by con-
tacting sources located in the six study
suites who had been 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



in some states legislation requires inclusion ofthe
mandated benefits in all group insurance provided in the state.§8 #

contacted. All ofthe sources respond-
ed. These sources administered
84,500 plans in the study states cover-
ing a total of 3,822,100 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

@ ound 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 premiums would have de-
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

@cesirable 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
states legislation requires inclusion of
the mandated benefits in all group in-
surance provided in the state. 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 are 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.

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 arc 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 maximum 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.

Maryland

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; 30 outpa-
tient visits for at least $1,000 with a
lifetime limit of 120 inpatient days
and outpatient visits comoined.

Mental Health—npatient 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 ofthe 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.
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Massachusetts

Drug—There were no drug benefits
during the period surveyed.

Alcohol—For Group and Individ-
ual plans and Health Maintenance 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 mental 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 benefitofup 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 than
$7,500 in any 24 consecutive month
period for full hospital or other health

(1) 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 difficulty. Furtherde-
tails regarding this study arc available to inter-
ested readers from the authors.

Table Two

Study Results—BYy Individual States

Insured-
States and Self- Plans Offsetting
Plans Surveyed Increase in Premium Insured Terminating Cost Reductions
Arkansas None 0 None None None - 33%
Groups—6,420 1-5% - 0 Significant -0
Participants 5-10% - 100% Tooearly

619,700 10-15% - 0 to determine - 67%
Connecticut None 75% None None None - 40%
Groups— 16,400 1-5% - 25% Significant - 20%
Participants 5-10% - 0 Too early _

1,565.000 10-15% - 0 to determine - 40%
Maryland None 42% None None None - 29%
Groups— 13,750 1-5% - 0 Significant -0
Participants 5-10% - 58% Too early

1,295,600 10-15% - 0 to determine - 71%
Massachur*- None 40% None None None - 75%
Grot'- 1-5% - 40% Significant - 0
fort- 5-10% - 0 Too early

10-15% - 20% to determine - 25%
None 33% None None None - 33%

jps—1,060 1-5% - 0 Significant - 33%
Participants 5-10% - 67% Too early

822,400 10-15% - 0 to determine - 34%
Wisconsin None 25% None None - 50%
Groups—5.830 1-5% - 0 None-88% Significant - 28%
Participants 5-10% - 75%  Modest-12% Tooearly

755,000 10-15% - 0 to determine - 22%

facility within the dollar limit for in-
patient.

Except as noted above, outpatient
benefits provide not less Ihan $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
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ilinesses. Partial hospitalization in-
cluded under outpatient coverage.

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

Summary

Composite Results for All
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 that



« ¢ Withoutexception the respondents indicated there had been
no plan terminations due to mandated mental health, alcohol,

and drug benefits.

they had experienced premium in-
creases inthe 1-5 % range in the plans
they covered attributable to the incep-
tion of mandated benefits.

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 the 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 states 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 inother 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 states 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 claims 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 fair 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-halfof one percent
of total claims. Another area not dealt
with in our study but of considerable
interest is the effect of costs occa-
sioned by the involvement of family
members in the treatment of sub-
stance abuse patients. Ithas 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 to
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
guestion 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 inorder 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
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Dispelling Myths
About Mental Health Benefits

By Steven S. Sharfstein, Sam Muszynski and Grace-Marie Arnett

The case Is made that mental health
coverage is cost-effective and controllable.

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 <nailer companies
The survey showed all of the plans provided some level
of inpatient 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 ihe plans provided
these benefits on the same basis- as outpatient coverage
for other medical conditions.1

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 mental health benefits and care.. In business'
role as a formulator of health care policy, accurate in-

Steven S. Safstein s deputy medical director and Sam
Muszynski s director of tte Office of Economic Affairs
with the Arerican Psychiatric Assooiation. Grace-Marie
Arett s former eetive director of the Washington
Psychiatric Society and a professiaal jourelist.
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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 beald;j-
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 centos.

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
public sectors have demonstrated over the last two decades
the importance of mental health care. But coocems ova'
the costs of this care have arisen in tandem with alarm
over the nation's soaring teal 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 patterns 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 trcat-

PAGE 7
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ment and a 60-day limit on inpatient care annually, whereas
in the past treatment 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 ¢ A~ a 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
iliness leads to a false economy in insurance coverage.

mRestrictions on mental care coverage
cannot prevent individuals from
obtaining some kind of care, although
Athat 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 iliness feads to
false economy ininsurance coverage."

For example, an executive under great stress may
experience headaches, abdominal pain, fatigue and depres-
sion. Unless accessible psychiatric diaposis 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 are
insured, psychiatrists’ earnings are near the bottom '.? the
income seal compared with 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.2

The Uncontrollable Costs Myth

Psychiatric care will not be reimburse equally along
with other medical treatments, hov ».ver, 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-
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perience shows these concerns to be invalid.

Data from the Blue Cross-Blue Shield federal employee
health plan, for example, which had no artificial limits
on mental health coverage from 1967 to 1981, aride from
the same deductibles and copayments for general medical
care, indicate that mental health costs are stable over
time. After an initial jump in costs immediately following
the introduction of broader psychiatric benefits between
1967 and 1969, mental health care accounted for 7.2
percent to 7.7 percent of the total benefits paid from 1970
to 1981

In 1971, the Rand Corporation began a healui 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 S1,000 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 enrollees.

It was further determined that when insurance pays
more of the bill and the patient less, people use extra
psychiatric care at about the sarhe 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
genera] 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 than 40 times a year. The Rand study
underscores the stability over time of costs for mental
health care under insurance.3

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 does not cause excessive
utilization.4

Many of the restrictions on insurance coverage for
psychiatric care appear to stem largely from concern ab.at
the costs of long-term custodial care or intensive psy-
chotherapy. The standard treatment regimen for intensive
psyrhotherapies 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 pi riod
ranged from 8.7 percent to 10.3 t*rcent of the total cost
of physicians’ treatment of menu disorders.3

The availability of coverage lit 'ted only by medical
necessity for intensive psychotherapy during the early
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1970s did not seem to cause any appreciable increase in
the number of people using this form cf treatment. It is
clear that in this system, which offeree a comprehensive
benefit — the full range of mental health services — that
the number of people utilizing intensive psychotherapy
remained consistently low. This seems a self-stabilizing
factor mitigating against thread of exorbitant overutilization
of 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
these services. Since insurance lowers the price to con-
sumers, more services may be used titan if the consumer
were required to pay the entire medical till.

Arguments for restricting mental health benefits focus
on the assumption that liberal coverage etcourages un-
necessary and excessive use. Supporters of -his view cite
data such as this: Among outpatient users of mental health
care in the federal employees Blue Cross-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.
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There is no established consensus about the extent of
the impact of insurance on use of psychiatric services.
Nonetheless, it is unwarranted to assume that this is a
phenomenon unique to mental health care and, therefore,
that specific benefit limitations to control for moral hazard
are justified. The distribution of higher users of mental
health benefits seems, if anything, to be less extreme.

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 are 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 ifrom 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 yarious nonpsychiatric
conditions while restricting coverage for mental disorde$.
Yet, a recent study by Roche Products, Inc. showed more
than 90 percent of psychiatrists stated they seldom or.
never see patients who primarily are seeking self-
improvement.4

“There is no established consensual

about the extent of theimpacto f#
insurance on the usepfpsychiatrn
services. Nonetheless”itis& =
unwarranted to assumejhatthisjm

phenomenon unique tamentaihealt’

care  The distribution'ofhlg”ei®
users of mental health benefitsi
If anything* to be 163s-.extremeQ”

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 Cast-EfTectiveness 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 otht Cdiagnoses, and with early detection and ap-
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pi*opriate treatment of these conditions, it aiso is probable
that such cost3 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
industry 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-effectiveness 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 that benefits outweighed costs by about $400
per individual.7

“...As companies look for areas to

trim costsr psychiatric benefits often
are the firstto go, furthereroding the

real insurance provisions of their
coverage: This is especially true
where psychiatric benefits for
catastrophic illness are eliminated
to provide for more predictable
routine dentat'care, forexampie.”

asMB— — I'WWF— — WH —

A 1980 study looked at the issue of costs and benefits
from a broad societal perfective. The focus was on the
impart of the psychoactive medication lithium on the costs
generated by manic dcpressivt psychoses. TLeir 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.1

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 during the third year after diagnosis than
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a group with the same diseases who received no outpatient
psychotherapy.9

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

28%
General
Medical
Conditions
C
a
12%
Mental *£<m
IlIness t

Percent of Payment

The Accountability Issue

A final myth is that psychiatric treatment is not
accountable to insurance carriers. Utilization review in
the form of peer review has become the cornerstone of
organized psychiatry’'s accountability to payers and con-
sumers. The goal of utilization review is to monitor the
necessity and appropriateness of care, while peer review
is intended to improve the quality of care. Psychiatric
peer review is carried out by psychiatrists and it is
concerned with utilization review, quality review, contin-
uing education, advocacy with third party payers for
improved care and cost control.

Unfortunately, many insurance carriers have chosen
to put strict limits on psychiatric care rather than implement
peer review procedures.

The American Psychiatric Association has developed
peer review services to give employers the option of
providing psychiatric care limited only by medical necessity,
thereby enhancing their opportunity to achieve savings
through cost avoidance in other areas of medical care.
The APA’s peer review program was established in the
early 1970s and expanded in 1976 at the behest of the
Civilian Health and Medical Program of the Uniformed

-Services (CHAMPUS), the health insurance program for
military families. Panels of psychiatrists are organized in
each of the APA’s district blanches or chapters.

More than 400 psychiatrists nationwide now review
mental health benefits claims for a total of 24 national
and local insurers. Three psychiatrists review each case,
basing their evaluations on guidelines in the Manual of
Psychiiatric Peer Review, which is regularly revised by
the APA. In 1982, the APA conducted 5,000 reviews for
CHAMPUS and 965 reviews for other third party payers.

The reported cost savings resulting from use of the
APA program are impressive. Aetna Life and Casualty's
peer review costs in 1981 were about S20,000, and its
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estimated savings were S2.4 million. Mutual of Omaha
Insurance Company estimated a savings of about 5300,000
during its first year of participation in the program.
CHAMPUS reports tha] peer review has led to “ outright
savings" of 55 million a year since it began participating
three years ago. In addition, savings in costs of medical
care avoided as a result of peer review may be three to
four times 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 community
to deal with significant issues of accountability. Mental
health benefits require special attention by claims reviewers
because of the essentia) task of protecting patient confi-
dentiality in order for the treatment process to work. The
APA'’s peer review program makes this service available
by utilizing careful, professional reviewers in a system
that assures accountability and confidentiality.

Busin.ss Leadership Needed

It has been predicted that 90 percent of health care
services in 1990 will be delivered through contract ar-
rangements between providers and third party payers and
their intermediaries. Already systems are evolving to change
the economics of health care delivery. There is increased
cost sharing to heighten consumers’ awareness of cost,
and there is more competition between plans for premium
dollars. Diagnosis related groups (DRGs) are altering
dramatically medical services paid through Medicare and
are being adopted rapidly by numerous other all-payer
systems.

The extent to which business takes the lead in making
choices and helping the medical and other health professions
to set the course for health cure delivery may well determine
the success or failure of the evolving systems to provide
quality care at reasonable prices to employers and em-
ployees. Some crucial issues must be addressed in this
process. One is that as more and more people are covered
by insurance the original definition of insurance is weak-
ening. Increasing limits on psychiatric coverage mean that
employees are less likely to be' protected against the onset
of a catastrophic mental illness. Also, as companies look
for areas to trim costs, psychiatric benefits often are the
first to go, further eroding the real insurance provisions
of their coverage. This is especially true when psychiatric
benefits for catastrophic illness arc eliminated to provide
for mou predictable routine dental care, for example.

A second issue is that because of prevalent myths
about mental health benefits, access to private psychiatric
insurance coverage is limited and, consequently, more of
the burden for this care falls to the public sector, especially
state mental health programs. Only 12 percent of the
payment for treatment of mental illness comes firom private
insurance dollars, compared with 28 percent of the payment
for treatment of general medical conditions. Slates pay
almost 50 percent of the cost of mental health care while
paying less than 15 percent of the cost of other medical
treatments.
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This shift in the financial burden of mental health
care to the public sector creates especially serious problems
for the mentally ill in times of budget cutbacks by all
levels of government. Patients receive less care and some-
times no care at all. The untreated show up on the streets
as the homeless and in the jails and courts.

The public sector has a rcsponsiblity to care for the
28 million Americans who reported in a 1982 Robert
Wood Johnson Foundation survey that they had serious
trouble obtaining medical treatment. An estimated one
million of these people were refused treatment for financial
reasons and had no where else to tumn but to public
facilities. If these facilities are crowded with employees
and their dependents whose employers have eliminated
catastrophic psychiatric care from their health insurance
packages, then the poor and near-poor are left with no
place to go for mental health care.

It is imperative that business stand up to this challenge
to provide insurance coverage in its truest sense for its
employees to obtain private psychiatric treatment so that
the state can provide adequate care to those with no other
alternatives.

With accurate information to dispel myths about
whether psychiatric costs are controllable, the need for
psychiatric treatment, the cost-effectiveness of such care
and accountability to carriers, business should be prepared
to lead the revolution into the next century to assure
employees receive full, affordable and high quality health
care. m

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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TESTIMONY BY GORDON E. EVANS
ON BEHALF OF HEALTH INSURANCE ASSOCIATION OF AMERICA
BEFORE HOUSE LABOR AND COMMERCE COMMITTEE
ON HOUSE BILL 92
April 4, 1989
My name i1s Gordon Evans and 1 represent the Health

Insurance Association of America (C'HIAA™), which is a national
trade association of the private health iInsurance iIndustry. Its
members include more than 330 companies, which write over 85% of
the health i1nsurance policies written by private Insurance
companies iIn the United States. Blue Cross and Blue Shield are

not HIAA members.

HIAA 1s opposed to HB92 in its present form. This
legislation would require insurers doing business in Alaska —
and that includes boch those companies selling disability
(health) insurance policies, and hospital or medical service
corporations providing subscriber contracts — to include
coverage for the treatment of a mental or nervous condition iIn

their policies and/or contracts.

HBO92 1is similar to SB36, introduced iIn the Senate this
year, and both bills are the same as HCS CSSB67 (Judiciary),
which passed the Legislature last year and was vetoed by Governor
Cowper because, In his words, 'The iIntent of this bill 1s
well-meaning, but i1t goes one step too far. It mandates, rather
than makes optional, this extended health coverage.'” While HIAA
does not oppose iInsurance coverage for the treatment of a mental

or nervous condition, the Association does — for reasons which 1
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will set out — oppose any legislation which mandates, that 1is,
requires insurers to provide particular benefits in their health

insurance policies.

Historically, HIAA has opposed the enactment of any

mandated health benefit laws for the following reasons;

First, mandated health benefit laws erode the ability of
insurers to tailor health benefit packages to meet the needs of
particular plans and to market group health iInsurance policies to

large plans on a national basis.

Secondly, health iInsurance iIs expensive, but mandated
benefit laws only serve to artificially raise the cost of such
benefits, thus contributing to the rapidly escalating cost of
health insurnace. The net effect of mandating the level of
benefits coverage called for by HB92 would be to increase the
cost of benefit coverage to iInsurers and in turn to drive up the
price of health iInsurance premiums to the Alaska consumer.
Incidentally, mental health benefits are among the most costly,
if not THE most costly, of benefit coverages. This could result
In Increasing the cost of doing business for employers who offer
group coverage to their employees. It Is even conceivable that
affordable premium rates could NOT be established for individual

policies so as to make coverage possible.
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Finally, state-mandated health benefit laws often cause
larger employers to choose to self iInsure in order to circumvent
the added cost of these required benefits. This legislation

would not apply to self insurers or those with employee welfare

benefit plans which are exempted under the federal ERISA.

In sumtmary, Mr. Chairman, HIAA®s opposition to HB92 is
based solely on the fact that HIAA favors the preservation of a
system that allows the prospective purchaser of health insurance
a free choice of which risks he or she wishes to cover from among
the various coverages offered by competing Insurance carriers.
Since i1ndividuals and employers have differing health needs, the
HIAA also believes that the choice of how the policyholder spends

what funds he or she has available for health i1nsurance should be

free of any government decree.



HB 92 An Act relating to insurance coverage for the
treatment of a mental or nervous condition.

The bill mandates coverage for the treatment of a mental or nervous
condition on group policies up to 45 days per year of inpatient
treatment and a total of 50 hours of outpatient treatment or office
visits per year. If the insured or subscriber is an employer with
less than 20 employees, the coverage is not mandated but must be
offered.

Even though this bill does not directly affect the Division of
Insurance, excepting rates, forms and compliance capacity, the bill
does have some potential adverse effects upon the insuring public.

There are two main issues of concern raised by the legislation. The
first issue is one of public policy, i.e., the propriety of mandating
coverage as opposed to mandating the offer of coverage. The second is
the issue of increased costs and market availability.

A.  Propriety of Mandated Coverage:

IT this bill is enacted, Alaska will be one of 14 states which
mandate that mental and nervousdisorders be included in major
medical policies. This bill will take the voluntary aspect of
the selection of the coverage away from both the insurer and
the employer or insured.

One argument is that the Legislature should beencouraging

more small to medium employers to provide group major medical
coverage to their employees. Making this coverage mandatory
for all group major medical policies, either offered or sold
in the state, could end up being a deterrent to those
employers who would like to provide major medical coverage but
simply choose not to because of the added cost that results
from the mandated coverage for mental or nervous conditions.
Even exempting those employers with 20 or fewer employees, the
large employers would not be affected as much as would a small
employer who finds that because of the small size of the
employers®™ ‘'group" of employees, a proportionally larger
premium must be paid. This added coverage mandate could be
just enough to push the small employer over the threshold of
that which is affordable.

The cost of mandated coverage could be of such consequence as
to discourage purchase at all, or force exclusion of more
popular coverage such as dental or vision care. To the degree
that dollars available for health care are fixed or limited,
this bill has the effect of decreasing funds for conditions or
services now covered.



B. Costs and Availability Effects:

This bill would raise premium costs for all group major
medical policies issued in the state.

The initial rise in premium costs may not be significant.
However, studies have shown that, as usage of the coverage
increases, so will premiums. Also, as medical costs have done
in the past, the associated costs of providing 4-.e type of
care as mandated by this bill will most likely ncrease at a
more rapid rate as the availability and usage of the benefit
increases. Costs are inseparable from usage. The proposed
legislation places no dollar cap on benefits, although there
is a time limit on treatment, and, thus, it might encourage
insureds to "piggy back'™ covered conditions.

The Spring 1986 issue of Perspective, the periodical for Blue
Cross, cites a University of Wisconsin study involving 4,200
students who used the benefit in 1985. The usage was enough
to more than double the student health insurance premium. Of
those claims for psychiatric, alcoholism and drug abuse
services, 90 percent were for psychiatric treatment.

The potential for cost increases in the field of mental health
will adversely affect premiums, which will serve as a
disincentive for smaller employers to choose to provide major
medical insurance. It does not serve the interests of the
small employer/employee who would like to have major medical
coverage without the frills, but who cannot afford it in the
future because of this mandated coverage.

HB 92 would tend to force the small to medium-sized insurer from the
marketplace for lack of underwriting expertise relating to the
coverage or ability to write it economically. This is at a time when
the number of insurers willing to write health insurance is already
declining.

Other issues to be considered include the effect of mandatory
insurance on collective bargaining agreements, health and welfare
plans regulated under Employee Retirement Income Security Act (ERISA),
self-insureds, and those employed by companies whose headquarters are
out of state; all of which may result in uneven application of the
law.

The division is against mandated coverage but would support a mandated
offer of coverage.

t/ fi
Larry Merc imssi oner
Date: e 4/4/ %7
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This analysis assumes a continuation of the full coverage of unlimiteo
inpatient treatment rather than imposing the 45 days per year minimum as
outlined in the bill. It also assumes the 1imposition of a $2500 annual
maximum on outpatient treatment as a ‘'reasonable™ contractlimitation.
There 1is currently no [limitation on the number of hours of outpatient
treatment or office visits. This 1is more liberal than the minimum of 50
hours outlined in the bill We have also assumed no additional increase in
the future since the plans®™ experience will dictate pw changes.

The analysis consists of three separate components. There 1is a summary
of costs at the end of the analysis. The first compone./t addresses the
direct increase to health insurance premiums for active State employees
for an increased level of coverage. The second addresses the increased
costs to the State due to increased contributions to the retirement
systems. The third component addresses the increased costs to school
districts and political subdivisions due to the increase in their
contributions to the retirement systems and the direct increase to
health insurance premiums for those entities participating 1in the State
sponsored health plan.

Contributions to the retirement systems from employers would increase in
order to actuarially fund the enhanced benefits in the retirees®™ health plan.

1. Active State Employee Program. Health insurance premiums for active
State employees are estimated to increase $4.97 per month per
employee, effective February 1, 1990. For purposes of this analysis
we have assumed no additional increase in the future. The total FY
90 increase in costs for active State employees is estimated to be
$323.1* This is calculated by multiplying the estimated number of
employees each month times $4.97 times 5 months. The full vyear
equivalent (FY 91) of this increase is $775.3.

Total full year equivalent increase for
active employee health insurance ................ $775.3

2. Retiree Program. This bill is estimated to result in an increase to
the State"s cost by .297% of the PERS payroll and .236% in the TRS
payroll. The FY 90 State PERS payroll, including the University of
Alaska 1is estimated to be $521,208,708 (Staie $463,907,093; and
University of Alaska, $57,302,615.) It is assumed to remain level
each year thereafter.

The FY 90 State TRS payroll, including the University of Alaska, is
estimated to be $55,085,786 (Department of Education, $5,025,700;
and the University of Alaska, $50,060,086). TRS salaries are also
assumed to remain level each year thereafter.
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The FY 90 increase 1iIn costs to the State due to retirement
contributions of $1,678.0 is calculated as follows:

Estimated State PERS FY 90 payroll.$463,907,093

PERS contribution rate increase .297%
FY 90 State Total PERS cost...... ... .. ccceeooo.... $1,377.8
Estimated University of Alaska PERS
FY 90 payroll ... .. .. ... ........ $57,301,615
Pers contribution rate increase -297%
FY 90University of Alaska Total PERS cost........ $ 170.2
Estimated department of Education
TRS FY 90 payroll.... ... ... ...... $ 5,025,700
TRS contribution rate increase = ........ 236%
FY 90 Departmentof Education Total TRS cost $ 11.9
Estimated University of Alaska TRS
FY 90 payroll ... ... . . ... .. ...... $ 50,060,086
TRS contributions rate increase .236%
FY 90 University of Alaska Total TRS cost......... $ 118.1

Total estimated State cost increase for FY 90 for
retirement system contributions $ 1678.0

Political Subdivision Active and Retiree Programs. In addition to
the State cost there would also be an increase in political
subdivisions®™ contribution rate to the PERS by .297% of PERS payroll
and school districts®™ contribution rate to the TRS by .236% of TRS
payroll. The FY 90 PERS payroll for political subdivisions is
estimated to be $354,521,366. The FY 90 TRS payroll for school
districts 1is estimated to he $339,201,043. Salaries for both
systems are assumed to remain .evel eacn year thereafter. The FY 90
increase iIn costs to these entities due to retirement contributions
of $1853.4 is calculated as follows:

Estimated political subdivision

FY 90 payroll ... ... ... ... ... ..... $354,521,366
PERS contribution rateincrease.... .297%
FY 90 political subdivision Total PERS cost $ 1052.9
Estimated school district FY 90
payroll ... . ... $339,201,043
TRS contribution rateincrease .236%
FY 90 School district Total TRS cost......ccuunn.... $800.5

Total estimated FY 90 political subdivision and school
district cost increase for retirement system
contributions $ 1853.4
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There would also be an increase to the health insurance premiums for
active employees of political subdivisions and school districts that
participate in the State sponsored health plan. This increase would not
take effect until FY 91 since the health contract is not renewed until
that date. The estimated FY 91 costs for these employees will increase
by $104.3. This 1is calculated as follows by multiplying the estimated
monthly increase per employee ($4.97) times the estimated number of
employees (1750) times 12 months.

Total health insurance increase for political
subdivisions and school districts in FY 91 $ 104.3
Increase in FY 90 Costs Due to Expanded
Health Insurance
Active Employees Retirees Total
State $775.3* $1678.0 $2453.3

Political Subdivisions
and 104 .3** 1853.4 1957.7

School Districts
* Shown as full year equivalent
** Shown as full year equivalent. No increase for FY 90

If this bill becomes law, the unfunded liability will 1increase by $4.6
million and the funding ratio will decrease by .35% in the TRS.

The unfunded liability will increase by $13.83 million and the funding
ratio will decrease by .6% in the PERS.
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