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In 1993 Washington became the
first state in the nation to pass com-
prehensive health care reform legis-

lation mandating universal coverage,
a standard minimum benefit pack-

age, and managed competition (1). A
Washington State health services
commission was established to over-

see implementation of the legisla-

tion. During March 1994 the com-
mission created a mental health

benefit issue investigation group

whose charge was to develop consen-
sus recommendations for the mental

health component of the benefit
plan.

People in the Northwest have his-
torically had minimal mental health
coverage. In Washington State more
than 75 percent of persons who have

private health insurance have a plan
that provides coverage for fewer than
12 inpatient days and 20 outpatient
visits per year. Consequently, legis-
lators are concerned that expanding
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benefits might increase the cost of

mental health coverage.
This column describes features of

the law as well as recommendations

of the group established to develop
consensus about the mental health

component of the plan. Results of
these reform efforts are also briefly
described.

Washington’s health
care reform law
The Washington Health Services
Act of 1993 has several important
features. The legislation mandates
formation of certified health plans
that must provide a full array of
health care services, referred to as the

uniform benefit plan. These health
plans bid on contracts to provide the
benefit plan based on a community
rating. Under the law, each sub-
scriber has a choice among at least

three health plans. Employers are re-
quired to pay 50 percent of the pre-
mium but may pay up to 100 percent

of the premium of the least expensive

health plan.
Individuals are required to pay the

remainder of the premium as well as
copayments and deductibles. People
whose incomes are below 250 per-
cent of the federal poverty line may
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be exempted from the premium, de-
ductible, and copayments. The
health plans contract with clinicians
and other health care organizations
to provide services. The legislation
provides for fee-for-service care only
when health plans choose to contract
with clinicians in this manner. The
legislation calls for universal cover-
age to be achieved by 1999. A long-
term-care plan will be added in 1999.

The legislation requires that the
benefit plan include “case managed
mental health . . . services, to the
extent that such services reduce map-
propriate utilization of more inten-
sive or less efficacious medical ser-
vices.” This provision has been inter-
preted by the commission to call for
comprehensive mental health cover-
age with utilization review based on
medical necessity. Utilization review
decisions are to be made by the health
plans or their representatives.

The benefit issue
investigation group
Members of the health services com-

mission were concerned by the lack
of agreement among stakeholders
about the mental health component
of the uniform benefit plan. They
were also concerned that commission
members lacked expertise in the area

of mental health. Consequently, the
first author was asked by members of

the health services commission to
form and chair a mental health bene-
fit issue investigation group.

The goal of the group was to de-
velop consensus recommendations
acceptable to the broadest possible
range of stakeholders. Twenty-one
individuals representing psychiatry,

child psychiatry, psychology, social

work, nursing, consumers, health
services research, rural issues, state
government, community support
networks, employers, insurance com-
panies, a health maintenance organi-
zation, and a national managed be-
havioral health care firm were invited
to participate in the group.

Although the diversity of the
group helped ensure that major
stakeholders participated, it made
achieving consensus difficult. The
group met for four two-hour discus-
sions that were guided to move from
broad principles to more specific pro-
posals. Background information on
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mental health benefits was provided

through a review of literature and
presentations by experts in mental
health benefit design. An actuarial
analysis of the proposed plan was
subsequently prepared for a commer-
cially insured population under the
supervision of the commission.

Group recommendations. The
investigation group agreed that cer-
tam broad principles should apply to

the mental health benefit design. For

example, recognizing that all of the
services in the benefit plan would be
subject to utilization review, group
members reached a consensus that

the plan should include as many
components of parity between men-
tal health and medical services as pos-

sible. This approach meant that the
plan deductible should apply to men-

tal health services as well as to medi-
cal and surgical services, that mental
health copayments should be equiva-
lent to those for medical services, and

that psychotropic and medical phar-
macy coverage should be equivalent.
In addition, the group agreed that
mental health services reflecting a

continuum of intensity should be
available and that services should be
culturally and developmentally ap-

propriate.

In an attempt to operationalize

these principles, and given impor-
tant concerns about the cost of the
benefit, two specific benefit options
were developed. In the full parity
plan, service utilization is case man-

aged and limited only by medical
necessity. Mental health is included
in the annual $1,200 deductible for
the plan as a whole. A second option,
the partial parity plan, is similar,

except that the inpatient benefit is
capped at 30 days and the outpatient
benefit is capped at 30 visits.

Many group members wanted to
design a benefit that would target the
needs of persons with severe and

chronic mental illness. Under both
options, outpatient medication man-
agement visits are broadly defined
and limited only by medical neces-
sity. They include brief individual
patient contacts and medication
groups. Medication management
visits are allowed for starting medi-
cation, medication maintenance, fos-
tering medication compliance, and

providing care to persons who for
reasons such as pregnancy or adverse
drug reactions require interruption
of pharmacological treatments.

In the partial parity plan, the
group recognized that limiting spe-
cific types of services creates an in-
centive to substitute other services,
which may be more costly and less
effective. Although any benefit
structure that uses fixed amounts of
defined services has shortcomings,
the group could not agree on an al-
ternative. However, the following
mechanism for interchanging ser-
vices was adopted by the commission
to provide maximum flexibility in
the partial parity benefit. Inpatient
hospital days may be converted to
brief residential days or partial hos-
pital days at a ratio of 1 :2 based on
medical necessity. Inpatient days
may also be converted to intensive

outpatient program days, defined as
a step down from partial hospital
program days, at a ratio ofl:3. These
ratios are intended to approximate
current national costs. It is antici-
pated that these ratios will be up-
dated regularly to reflect changing
costs and to include new cost-effec-
tive intensive mental health services.

The rok ofpublic mental health

services. The group felt that to pre-
vent cost shifting between the public
and private mental health sectors, the
interftce of these sectors should be
clearly defined and seamless. The or-
ganization bearing responsibility for
the care ofeach patient must be clear
to the patient and to his or her
provider at alltimes. In the full parity

plan, care is provided on an unlim-
ited basis as long as medical necessity

criteria are met and the care is not
deemed to be custodial. In the partial

parity plan, a patient does not be-
come the responsibility of the public
sector until inpatient and outpatient
mental health benefits are exhausted.
The public sector may choose to col-

laborate with health plans by offering
services not usually provided by the
health plans such as long-term super-
vised apartment placement or group
home placement with the goal of pro-
viding comprehensive care.

Options considered but not rec-

ommended. The group considered
and rejected the use of dollar limits
to define the size of the inpatient or

outpatient benefit. Although it was
recognized that dollar limits would
promote flexibility, dollar limits
would also lead to erosion of the
benefit over time due to inflation.

Other options considered by the
group and rejected included the con-
version of inpatient days to outpa-

tient visits. Several group members

felt this approach would lead to an
increase in accounting costs and to

patients’ dissatisfiiction because they
might view this conversion as an en-
titlement. In addition, health plans

are at liberty to provide for patients
who need outpatient psychotherapy

services beyond the outpatient ser-
vice caps in order to decrease their
inpatient costs. A benefit using a dif-

ferent copayment structure was con-
sidered, but the group strongly sup-

ported adoption of a mental health

benefit that has as many elements in
common with medical coverage as

possible.

Shortcomings of the proposals.

Although it represents an improve-
ment over most existing private in-
surance plans in Washington State,

the partial parity plan has many
shortcomings not present in the full
parity plan. Most important, it al-

lows inequity to persist in mental
health coverage. Between 4 and 7
percent ofpersons who are currently
commercially insured and who re-

quire psychiatric inpatient hospi-
talization will exceed their mental
health inpatient benefit cap with
medically necessary services each
year. On average, these people will
pay $10,000 to $1 5,000 in addition
to their out-of-pocket maximum of
$1,200.

Individuals who are not eligible
for Medicaid will in some instances
be forced to impoverish themselves
to pay psychiatric hospital bills even
iftheir treatment meets strictcriteria

for medical necessity. For many peo�-

pie with severe mental illness, care
may become fragmented as more pa-
tients are turned over to the public
sector.

Utilization review and quality

assurance. Because utilization deci-

sions are made by the health plans or
their representatives, attempts will

be made to ensure that qualified per-
sons participate in this process. In
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addition, it may be possible to re-
quire that health plans make their
utilization review algorithms pub-
licly available.

One ofthe next tasks in Washing-
ton State will be the development of

a rigorous quality assurance system
to ensure that medically necessary
services are not denied. To be effec-
tive, this system must be simple, and
it must rely on both process and out-
come indicators of quality. It must
also be overseen by a group that has

the authority to modify health plan
behavior.

Political considerations. Al-
though the mental health benefit
represented a small portion of the
total uniform benefit plan premium
(3 percent to 6 percent), it was a

high-profile item. Facing the possi-
bility ofmandated employer partici-
pation, employers lobbied for low

health care premiums and narrow
benefits. They repeatedly pointed to
mental health services as an area
where cutbacks could be made. Sev-
eral commission members believed
that if the full parity plan was ap-

proved, it would have improved the
efficiency of the mental health care
delivery system. However, they were

concerned that it might take one to
two years before utilization review
would enable mental health care
costs to be managed and reduced to
projected levels. They were also con-
cerned that a comparatively rich
mental health benefit could cause the
legislature to reject the uniform
benefit plan as a whole.

Implementation of reform
The report of the benefit issue inves-
tigation group was completed and
presented to the health services com-
mission in August 1994. The com-
mission included the partial parity
plan in the benefit plan on a prelimi-
nary basis. After a series of public
hearings, the commission reviewed
the merits of the options during Oc-
tober 1994.

In January 1995 the commission
submitted a final uniform benefit
plan with the partial parity mental

health benefit to the state legislature.
later that month, as a result ofa change
in political will and the failure of
Washington State to win a waiver of
the Employee Retirement Income

Security Act (ERISA) from the fed-

eral government, the legislature
voted to postpone implementation of
the Health Services Act of 1993.
ERISA efl#{232}ctivelyprevents states from
requiring that all employers provide
astandard minimum benefit package
fortheiremployees. InMay 1995 large
sections ofthe act were repealed. The
uniform benefit plan was replaced by
the basic health plan. The basic
structure of the partial parity plan
was incorporated into this new basic
health plan, which is expected to pro-
vide mental health coverage to more
than 200,000 people who were pre-
viously without such coverage.

Conclusions
Despite the failure of Washington
State to implement fully the Health

Best Practices
(Continuedfrompage I 120)

for patients in the chemical depen-
dency group and from $9,1 50 to
$5 ,898 for patients in the panic dis-
order group, for a total savings of
$6,231.

Conclusions
The reaction to the integrated care
model among the physicians in our
medical group has been positive.
Physicians in the ftmily practice and
internal medicine departments have

shown greater ability in detecting
cases of chemical dependency and
panic disorder and in intervening ap-
propriately. Some physicians have re-
mained more reserved in their accep-
tance of the new philosophy, although
this resistance has been minimal.

The results of our naturalistic study
provide examples of the possible out-
comes of integrated care. We plan a

study of a larger sample of patients to
allow more definitive conclusions
about the efl�cts of this model of care.

Our medical group now operates

on the basis of a philosophy of man-
aged care that includes “carving in”
mind-body medicine. This philoso-
phy has been translated into practice
through a flexible, inclusive, and in-
tegrated organizational structure.
From the top of the organization,
where policy is developed, to the

Services Act of 1993, the proposed
partial parity mental health benefit
elicited strong support from both
policy makers and legislators in the
major debates over the uniform bene-
fit plan. The consensus-building pro-
cess and the conclusions of the men-
tal health benefit group may serve as
a model for health care reformers in
other states. The authors believe that
future health care reform will con-
tinue to demonstrate that compre-
hensive and universal mental health
coverage can be affordable.
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front line, where medical and mental
health services are delivered, there is
a common understanding of the or-
ganization’s goals and approach for
achieving them.

We have come to believe in the
value of competence and accuracy in
assessing mental health problems in
the primary care arena and to view
this practice as a prerequisite for on-
going coordination and collaboration
among care providers. In summary,
we believe that by addressing the full
range of our patients’ health and
mental health care needs, we will
increase both their overall well-being
and their satisfaction with care, en-
hance providers’ sense of effective-
ness, and possibly reduce the cost of
health care delivery.
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