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PARITY: STATES' COST EXPERIENCE
Thirty-eight (38) states: Alabama, Arkansas, California, Colorado, Connecticut, Delaware, Georgia, Hawaii, Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Minnesota, Mississippi, Missouri, Montana, Nebraska, New Hampshire, New Jersey, New Mexico, North Carolina, Oklahoma, Oregon, Rhode Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Virginia, Washington, and West Virginia have various forms of parity laws.  Data emerging from these states prove that equitable insurance coverage for mental illnesses is affordable.

A May 1996 report by the Bazelon Center for Mental Health Law, for example, provides an important first look at the cost experience of Maryland and Minnesota, two states that require parity coverage for mental illnesses and substance abuse disorders.   An April 1997 survey by the Lewin Group examines the impact of New Hampshire’s parity law, which applies to eight specified “biologically based mental illnesses.”   Finally, data from Texas and North Carolina illustrate the affordability of those states’ laws requiring parity for state and local government employees.  

MARYLAND (1994):  In Maryland, the available inpatient data from 1993 to 1995 from the Maryland Health Resources Planning Commission show that inpatient psychiatric stays declined over that period despite the parity requirements.

· All payors in Maryland experienced a year-by-year decrease in the length of inpatient stays in psychiatric units of general hospitals.  For example, the number of people staying longer than 20 days in private psychiatric hospitals in 1993 was about 24 %.  In 1995, the year after the law’s enactment, it was less than 18 %.  Over the same period, the number of people staying 10 days or less went from 50.4 % to 61.44 %.   

· Data from general hospital psychiatric care are even more positive.  In general hospital acute care, HMO and private insurance inpatient stays longer than 30 days accounted for less than 0.4% of admissions in 1995, the first full year of the parity requirement.  Only 11 people were hospitalized for more than 60 days in 1995, compared with 21 in 1993.  The parity amendment was important in offering these few people a guarantee of appropriate continuing care. 

· According to the National Institutes of Health (NIH) 1997 report, in Maryland’s managed care environment, “the cost of parity was low.”  For the state’s most experienced managed care company, “the proportion of the total medical premium attributable to the mental health [parity] benefit actually decreased by 0.2% after implementation of full parity.”  

MINNESOTA (1995):  In Minnesota, then-Governor Arne Carlson and insurers reported there was no dramatic increase in costs due to the state’s parity law.

· Allina Health System, a large managed care organization in Minnesota, reported that Minnesota’s parity requirement would add only 26 cents per member per month for the 460,000 persons enrolled in Allina plans.

· After nearly a year’s experience under the Minnesota parity law, Blue Cross/ Blue Shield announced a premium reduction of 5%-6% in the plans it writes for small businesses in the state.  It uses managed care techniques to control inappropriate utilization. While this reduction may not be related to the parity provisions, it makes it clear that parity did not drive up costs.

· The Minnesota Department of Employee Relations, Employee Insurance Division, reported in a fiscal note that the cost of this mandate on the health insurance plans for all state employees would be an added 1%-2% premium increase.

NEW HAMPSHIRE (1994):  A 1997 survey of 11 of the 18 insurance carriers and health plans in New Hampshire representing the majority of commercially covered lives in the state reveals that the state’s parity law has not caused an “economic disaster,” as some insurers earlier predicted.

· No carrier or health plan reported concerns expressed by either employers or consumers related to the implementation of the mental health parity law, nor did carriers attribute any change in premium to the parity law.

· In the 1996 federal debate on parity, the governor of New Hampshire pointed to the critical cost-effectiveness of their state’s parity law.

NORTH CAROLINA (1991):  Mental health expenses under the State Employees Health Plan, which provides parity for mental health treatment for state and local government employees, have consistently been considerably lower than overall health benefit payments. Figures since 1989 have ranged from 7.1% downward for mental health as a portion of total payouts.

· Since the parity law was implemented in 1992, mental health payments as a portion of total health payments have decreased from 6.4% to 3.4% for the fiscal year ending 1996.  This represents a 47% reduction in costs.   In the same time period, there has been a 64% reduction in hospital days paid by the Plan for mental illness.

· The cost per covered life per month for mental health payments was $4.58 (including the cost of administrative overhead) for the year ending June 1996.  This amount is lower than the June 1990 cost even without adjustment for inflation.

· Utilization patterns for outpatient services under the parity law have remained constant at a modest level.  For example, 6-7% of enrollees in the Plan (which provides mental health benefits at parity with physical health benefits in a managed care environment) seek outpatient services in a given year.  Approximately half of those seeking outpatient services use only 4-5 sessions and three-quarters complete treatment within 11-13 sessions.

RHODE ISLAND (1994):  While, as reported by the NIH (1997), there was a “moderate increase” in the number of inpatient admissions following the 1995 implementation of Rhode Island’s parity law, along with this small increase came a “moderate reduction” in the average length of inpatient stays.  Further, although specific outpatient utilization data are not yet available, “the average overall mental health benefit cost increases resulted in an increase of total plan costs of less than 1% -- specifically 0.33% of the total benefit.”

TEXAS (1991):  Claims data in Texas reveal that treatments costs are comparable for mental illness and other medical illnesses under the state’s parity law, which requires equitable insurance coverage for “serious mental illnesses” in all group plans for public employees.

· Claims and enrollment data for fiscal year 1994 from HealthSelect of TEXAS, the state’s self-insured managed care plan that is administered by Blue Cross-Blue Shield of Texas, show the average amount per claimant for hospitalization and/or maintenance to be $2,496 for cardiovascular disorders ( 12,233 claimants) and $1,424 for serious mental illnesses (4, 617 claimants).

· According to additional data from HealthSelect of TEXAS, the average annual serious mental illness claim per employee for fiscal year 1994 was $49.37.  This amounted to an average cost per employee per month of $4.11.  Claims data from First Health, a managed health care company that provides coverage for school districts, found that the average annual cost per employee per month for serious mental illnesses was $2.47.

· The NIH (1997) reports that the 1992 implementation of the state’s parity law was accompanied by the initiation of various managed behavioral health programs.  For the 170,000 enrollees in managed fee-for-service, preferred provider organizations and point-of-service plans, there was a 48% decrease in the cost of mental health and chemical dependency care between 1992 and 1995.
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