Two recent studies put to rest fears regarding mental health parity laws

The March 30, 2006 issue of The New England Journal of Medicine carried a study, Behavioral Health Insurance Parity for Federal Employees by Howard H. Goldman, MD, Ph.D. The Federal Employees Health Benefits (FEHB) Program has offered mental health and substance-abuse benefits on a par with general medical benefits beginning in January 2001. 

With respect to the seven Federal Employee Health Benefits Plans that were studied, the fears about parity were unfounded.  In addition, the goal of expanding financial protection by decreasing out-of-pocket spending was realized in all but one of the plans.

This study found that this parity policy was not associated with an increase in use of behavioral health services or an increase in spending for patients who use these services.

The conclusion: When coupled with management of care, implementation of parity in insurance benefits for behavioral health care can improve insurance protection without increasing total costs.

The accompanying editorial, Better Behavioral Health Care Coverage for Everyone, authors Sherry Glied, Ph.D., and Alison Cuellar, Ph.D, found that in the study by Goldman and colleagues, parity coverage performed just as insurance coverage should.  It shifted costs from out-of-pocket payments to the insurance company and eventually to very small increases in insurance premiums, without leading to an increased in the use of services.

This shift means that in today’s mental health environment, parity coverage unambiguously improves the value of health insurance.  It moves risk away from individual patients without changing the incentives that they face. The results of this study ought to pave the way toward broader acceptance of parity on the part of employers, insurers and legislators.

The May/June 2006 issue of Health Affairs ran an article, The Costs of Mental Health Parity: Still An Impediment? The article gives some history of the issues in debate surrounding state and federal parity laws, and explains the two eras of economic research.  Parity opponents will often site research done prior to the impact of managed care on mental health benefits.  There is a focus on five studies on the effects of mental health care benefit changes from 1998 to 2006, including the Federal Employees study cited above.  

From the abstract: “Parity in mental health benefits rectifies unfairness in health insurance coverage and reduces financial risk for those with mental illness. However, increased coverage for mental illness has been seen as creating inefficiencies and increasing total spending, based largely on results from the RAND Health Insurance Experiment conducted in the 1970s. Newer evidence suggests that cost control techniques associated with managed care give health plans alternatives to discriminatory coverage for containing costs. We review both eras of research on mental health insurance and conclude that comprehensive parity implemented in the context of managed care would have little impact on total spending.”

An excerpt: “Actuarial estimates are calculated as the expected change in total premium as a result of parity. Studies conducted in the early and mid-1990s produced widely disparate estimates, ranging from a 1 percent to an 11 percent increase in total premiums due to parity, with the Congressional Budget Office (CBO) estimating a 4 percent increase. (Some of these analyses were commissioned by interest groups such as the ERISA Industry Committee, the Association of Private Pension and Welfare Plans, and mental health provider groups.) Lack of uniformity in estimated effect on premiums due to parity led to an effort to incorporate managed care effects into actuarial models using more recent cost data from the FEHB, state parity experiences, the managed behavioral health care industry, and private employers. After updating its estimation methods to incorporate managed care effects, the CBO scored comprehensive parity as raising group health insurance premiums by an average of 0.9 percent. CBO analysts also forecast a net 0.4 percent increase in total premiums after accounting for the offsetting impact of behavioral responses by health plans, employers, and workers.”

Similarly to the article above, the authors conclude, "In our view, the relevant research implies that parity implemented in the context of managed care would have little impact on mental health spending and would increase risk protection."  And further, "Passage of comprehensive parity would allow policymakers, health care managers, and clinicians to shift attention away from benefit design and toward figuring out how to get effective treatment for people who would benefit."

