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June 28
Morning Session

The meeting was called to order by the Chairman, Senator Neil Arasmith, at
10:00 a.m. He réviewed the dates which tentatively had been set for the interim meetings.
Since no major conflicts existed, those dates were approved. The Chairman announced'
that the first day of meetings will begin promptly at 10:00 a.m. (the second day begins
at 9:00 a.m.). Afternoon sessions of the Committee will begin at 1:30 p.m.

Memhers were encouraged by the Chairman to attend as many interim meetings
as possible. Those members who will miss meetings should obtain information from the
Chairman, Vice-Chairman, or staff.




After completing the organization of the Committee, the Chairman called upon
staff to brief the Committee on the four proposals assigned for study.

Proposal No. 10 - Privacy of Financial Records.. A summary of the staff's
explanation is attached.__(Attachment A.) Chairman Arasmith requested that preliminary
recommendations made by the federal Privacy Protection Study Commission be added to
the members' notebooks, as well as a copy of the privacy legislation of Maryland and the
Bank, Savings and Loan, and Credit Union sections of the California statutes. This
subject will be studied in depth in September so the Chairman asked Committee members to
keep their "ears to the ground'#for individual complaints and experience reports from
representatives of business firms and associations.

Proposal No. 11 - Usury Rate for Savings and Loan Associations. A brief
summary was given by staff. Vice-Chairman Holderman told the Committee that the House
Committee on Commercial and Financial Institutions was asked to introduce this issue
(H.B. 2530) in the 1977 Legislature, but there was not sufficient time available for
hearings. Hearings on this proposal are scheduled for August 16 and 17, 1977.

' Proposal No. 12 - Equal Credit Opportunity. A summary of the proposal was
presented by staff. (Attachment B.) The Chairman said that the ECOA is complicated
and requested that staff prepare a comparison of the ECOA and 1977 H.B. 2499. The staff
noted that a booklet, "Availability of Credit to Kansas Women," was on hand and could
be checked out from the Kansas Legislative Research Department. Various sections of
the Equal Credit Opportunity Act were reviewed by staff. The question was raised as
to the number of complaints received since the statute has been in effect. Members
expressed interest in both valid and invalid complaints received by various agencies,,
i.e., the Kansas and U.S. Civil Rights Commission, Consumer Credit Commission, the
Kansas and U.S. Attorney's General Offices, etc. and staff was asked to gather this infor-
mation. The Committee will look into this subject in greater detail at the July meeting.

Proposal No. 13 - Group Health Insurance Contracts. Staff presented an overview
of the proposal and raised certain concerns for Committee consideration. (Attachment C.)
Representative Laird reported that H.B. 2381 was introduced in his House Committee on
Insurance only for assignment to interim Committee study and that no Committee hearings
were held during the 1977 Session.

Committee recessed until 1:30 p.m.

Afternoon Session

Chairman Arasmith called the meeting to order at 1:30 p.m. and hearings began
on Proposal No. 13. '

Mr. Ron Todd, Kansas Department of Insurance, appeared to answer questions
regarding Proposal No. 13. Mr. Todd told the Committee that he felt that those who
wanted to buy coverage should have the cpportunity to buy insurance covering treatment
for drug abuse, alcoholism and mental illness. Many businesses, he said, do include
in-patient hospitalization, but most do not provide out-patient coverage for these three
illnesses in their group policies. Mr. Todd indicated that there was a considerable cost
associated with such coverage. Mandatory Insurance covereage mandated in the past has
resulted in numerous letters from consumers regarding higher costs.

] Representative John Ivy, one of the authors of H.B. 2381, appeared as a pro-
ponent of Proposal No. 13. He told the Committee that he would like to see mental illness
covered on the same basis as other illnesses. He informed the Committee of other states
which utilize mental health coverage and supplied related data. (Attachment D.) Repre-
sentative Ivy stated that there is a demand for this type of coverage and that the
cost is not prohibitive. Senator Feleciano asked if Representative Ivy favored mandatory
coverage or simply the availability of coverage. Representative Ivy said he opposed
mandatory coverage. Staff asked about drug abuse and alcohol being included in the
package. Representative Ivy said that he wants to offer the people of Kansas a mental
illness insurance plan, but including drug abuse and alcoholism only if related to
mental illness. Representative Holderman asked how many -individuals would take advan-
tage of this offer. Representative Ivy said that he did not have the figures available,
but was sure they could be found.
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Dr. James B. Horne, Medical Director of Shawnee Community Mental Health Center
appeared before the Committee as a proponent of Propesal No. 13. His testimony is attached.
(Attachment E.) He was asked for his definition of an aléoholic. Dr. Horne said that

a person probably has an alcohol problem if use of alcohol has led to problems of physical
health, interference with family, loss of job, or trouble with the law -- things that '
would make a sensible person stop drinking. Dr. Horne supported out-patient coverage

as a part of any legislation

Harriet Criffith, “WicHita, Kansas, testified for the Mental Health Association
of Kansas in support of Proposal No. 13. A copy of her written testimony is attached.
(Attachment F.)

Dr. Robert L. Procter, representing Kansas Psychological Association, presented
written testimony in support of Proposal No. 13. (Attachment G.) Senator Feleciano
asked Dr. Procter if out-patient clinics wouldn't be in competition with hospitals. Dr.
Procter said that studies show that out-patient care reduces the need for in-patient
hospitalization in the treatment of mental health. Representative Laird wondered if
people would not abuse the offer of five free visits as suggested. Dr. Procter said
that some may, but he didn't expect a great deal of abuse since therapy is not fun. Dr.
Procter added that often people who become addicted to drugs and alcohol have other
problems which they are trying to overcome.

Dr. James W.D. Hartman, Wichita, Kansas presented testimony on behalf of the
Kansas Advisory Commission on Drug Abuse in support of Proposal No. 13. His written
testimony is attached.__ (Attachment H.) Chairman Arasmith asked Dr. Hartman if he was
referring to group policies or individual policies. Dr. Hartman said he included all
policies. Senator Feleciano asked Dr. Hartman why the strong opposition on the part of
insurance companies to mandatory coverage? Dr. Hartman said different reasons had been
offered, including a lack of information and questions of higher costs. Dr. Hartman pro-
vided certain information that is now on file in the Legislative Research Department.

Meeting was adjourned at 3:45 p.m.

June 29
Morning Session ;

The meeting was called to order by Chairman Arasmith at 9:00 a.m.

Mr. Clint Willsie, Wichita, Kansas representing the Asrociation of Directors
of Community Mental Health Centers of Kansas appeared as a proponent of Proposal No. 13,
and a copy of his brief statement is attached. (Attachment I.) Mr., Willsie supported
testimony given by the representative of the Kansas Mental Health Association.

Mr. Jack Roberts, representing Blue Cross and Blue Shield of Kansas appeared
in opposition to Proposal No. 13. _(See Attachment J.) He told the Committee that these
social problems are recognized by insurance companies and that the illnesses are not
predictable to determine costs. Blue Cross/Blue Shield does provide a minimum coverage
of 30 days for mental illness, alcohol and drug abuse problems in their in-patient
group hospital centracts. For out-patient psychiatric treatment, however, a rider is
necessary. Mr. Roberts told the Committee that Blue Cross and Blue Shield currently
was offering every coverage included in the proposal. If coverage for these three
illnesses were made mandatory, he said, it would make full coverage costs too high
and, therefore, not readily accessible to subscribers.

Mr. Curtis Hartenberger, Department of Social and Rehabilitation Services,
Division of Alcohol and Drug Abuse, appeared in support of Proposal No. 13. (Attachment K.)
Mr. Hartenberger told the Committee that alcoholism is a most treatable disease and it
recognized early, treatable at a relatively low cost. Data shows, he said, that the cost
is not substantial in mandating coverage. He explained that alcholics and drug abusers
are handicapped persons and should be treated as such. Senator Feleciano was told that
$3.2 million of Title XIX was paid for the treatment of substance abusers. Senator Fele-
ciano said that it appeared that early treatment paid for by the insurance companies
would save the state money. Exact figures are not available, but Mr. Hartenberger said
he would gather the data and pass them along to the staff.

Mr. Roberts of Blue Cross/Blue Shield reported that 850,000 Kansans would be
covered for alcoholism as of July, 1977, because of S.B. 105's passage. Senator Feleciano
pointed out that that still leaves nearly two million other Kansans uncovered.



Dr. R.A. Haines, Director of Mental Health and Retardation Services, Department
of Social and Rehabilitation Services, appeared in support of Proposal No. 13 and supplied
the attached data. (Attachment L.) Dr. Haines urged the Committee to propose mandatory
coverage, including in such coverage out-patient care.

Mr. Ross Freeman, Security Benefit Life, Topeka, Kansas, appeared in opposition
to Proposal MNo. 13. He took issue with the previous statement that 16 states have manda-
tory insurance coverage of this type. He argued that only eight states have enacted
such coverage. He agreed to provide his information. (Attachment M.) The issue, said
Mr. Freeman, is mandatory coverage that will cause escalating health care cost. Senator
Feleciano asked if any figures were available to show costs before and after mandating
in the eight states mentioned above. No figures are now available. Senator Crofoot
asked if Mr. Freeman could accept '"the option to buy theory." Mr. Freeman said he could
support the "mandatory offer" concept. :

Mr. L.M. (Bud) Cornish, Kansas Life Association, spoke in opposition to
Proposal No. 13 and told the Committee that mental illness, drugand alcohol abuse
were social problems, While he acknowledged that rhe need to arrive at preventative
measures was grealb, he questioned whether insurance is the appropriate vehicle. The
purpose of insurance, he explained, is to spread a risk among policy holders. Since
someone has to pay for benefits, should 90 percent of the subscribers pay for the 10
percent using this type of coverage? Mr. Cornish opposed any type of mandatory benefit,

but would support a provision for a mandatory offer.

Mr. Jack Landes, Landes 0il Company, Salina, Kansas, appeared in opposition
to Proposal No. 13. He told the Committee he is a small businessman opposed to any form
of mandating health care plans. According to Mr. Landes, 20 percent of his employees
take home pay is spent on health insurance premiums. His employees are more concerned
with mundane types of coverage rather than other more exotic plans. The average
workingman may be unable to pay higher health costs if they continue to accelerate as
inthe last few years he said. Mr. Landes explained that his emplovees select the package
_. insurance and never have reguested this type of coverage. Senator Rosers asked if
he thought this type of coverage should be available. Mr. Landis said yes, but on an
elective basis,

Mr. Glen Gilbert, Martin Tractor Company, Topeka, Kansas, told the Committee
that in his insurance group there are 135 members choosing by their vote these items to
be covered in the group policy. Chairman Arasmith asked if he would be opposed to
mandatory coverage. Mr. Gilbert said yes, but not to an elective offer.

Mr. Ben Farney, Topeka, Citizen Advisory Committee on Alcoholism, appeared
in support of Proposal Ho. 13 and told the Committee that S.B. 105 has not had
tunity to work. If, however, the Legislature feels mandating coverage for other ill-
nesses (mental illness and drug abuse) is necessary, he would like to see alcohol
included. He did not feel that the cost to people or insurance companies should be a
large factor in the legislative decision. Representative Meacham asked if treatment of
alcoholics on an out-patient basis worked fairly effectively. Mr. Farney said yes. He
reiterated that alcoholism, detected early, could be treated with greater success and at

less cost than now charged.

Chairman Arasmith announced that discussion would begin after lunch on this
proposal and that each Committee member would be called upon for his opinioms.

The Committee adjourned for lunch at 12:00.

Afternoon Session

The meeting was reconvened by the Chairman at 1:30 p.m. for discussion on
Proposal No. 13. Two issues were raised. Since S.B. 105 addressed alcoholism, the
Committee must make a decision whether to include it in legislation regarding health
care for mental health and drug abuse. Secondly, should health care for mental ill-
ness, drug and alcohol abuse be mandatory

The Committee members each were asked for their comments. “From the discussion
which followed, it became clear that the Committee was nearly unanimous in its rejection of
mandating such coverage. However, there developed a nearly unanimous feeling that
legislation should be presented to the 1978 Legislature which requires a "mandatory offer"
in group insurance contracts to cOver nervous and mental conditions, drug abuse and
alcoholism. -



Representative Laird moved, seconded by Representative Reimer, to recommend
legislation requiring that the mandatory affirmative offer of insurance coverage for
mental health, alcohol and drug abuse be required of insurance companies issuing
group health insurance contracts in this state. Motion carried.

Representative Holderman wanted to know if members felt that this legislation
was necessary, since all insurance companies now are capable of offering such coverage.
If a particular employees' insurance company does not cover these illnesses, the group
can go to another insurance company to obtain coverage. In response, it was suggested
that this type of proposed législation might make every group aware of coverages avail-
able.

After considerable discussion, two additional motions were adopted to further
elaborate upon the originally approved motion. Representative Buzzi moved, Senator
Feleciano scconded, that the draft bill provide a minimum of 30 days in-patient coverage
in medical care facilitieg licensed for the treatment of mental illness, licensed drug
abuse facilities, licensed alcohol treatment facilities, community mental health centers,
and psychiatric hospitals. Motion carried. Senator Feleciano moved, seconded by Repre-
sentative Buzzi, that the draft bill provide out-patient coverage for 100 percent of the
first $500 spent for care with an additional $1,000 in care paid for on a cec-insurance
basis of 80 percent contributed by the insurer and 20 percent by the insured. As a sub-
stitute motion, Representative Holdd¢rman moved that the draft bill provide out-patient
coverage for 100 percent of the first %250 spent for care with an additional $1,250 in care
paid for on a co-insurance basis of 80 percent contributed by the insurer and 20 percent
by the insured. The substitute motion carried.

Staff was directed to prepare a list of facilities suited to provide out—paéient
care. The Revisor's staff was further directed Lo draft a bill implementing the motions
adopted by the Committee. That draft will be reviewed at the July 26-27 meeting as the
first order of business. The remainder of that meeting will be dedicated to hearings on
Proposal No. 12 - Equal Credit Opportunity.

The meeting adjourned at 3:00 p.m.

Prepared by William G. Wolff

Approved by the Committee on:

(date
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T Propesal No. 10 - Privacy of Finencial Records

In 1970, the Congress found that "Thz banking sys-
ten is dependent upon fair and accurate credit rCﬂjrcing
Inacetrate credit reports leCﬂLI} impair the efficiency
of the banking system, and unfair credit reporting meth
undermine tke dellC confidence which is essential to the con-
tinued functioning of the banking system."

The drafting of legistion to insure fair and accurate
credit rapO?Llp did not relate primarily to banks. Rather the

Fair Credit Reporting Act concerns "Consumer Reporting Agencies.
However, Section 607 of the Act states that every consumer re-
porting agency must “develop procedurcs which, in part, "require
that prospective users of the information ldCJulty themsereg,
certify the purpose for which the information is sought, and
certifyv that the information will be used for no other purpose.’

as users of information
consumer reporting apenc1es are subject to several
sections of the Fair Credit Reporting Act, such as Section 607
noted above. Perhaps of greater consequence, for the consumer
and for banks, is the applicability of the penalty sections of
the Fair Credit Reporting Act to "users of information gathered
by credit reporting agencies.

It would appear that banks

“"Civil 1liability for willful noncompliance"
(2) such amount of punative
and (3) in any successful action,

Section 616,
provides (1) any actual damages;
damages an the court may allow;

the cecsts of the action togcther with reasonaoleattorncyq fees.
Section 617, "Civil liability for negligent non-
compiiance' provides (1) any actual damages; and (2) in any
successful zction,the costs of the action together with reason-
able attorney's fees.
Any bank record pertaining to the credit status of a
customer, obtained from a credit reporting agency, would be sub-

ject to the provisions of the Fair Credit Reporting Act. Any
person wheo devulged such information to others not a party to
the original purpose for obtaining the credit information would

be in violation of the Act. Stemlngly, nearly all credit infor-
mation in the possession of a bank would be protected by the
federal enactment.

el



retain other information containing
their customers. Certain of this
as prescribed in Section 21 of the

eSS

L. Depeosit Act. While several subsections of
“ion 21 apply, subsection (g) states that "Any L\pp of record
or evidencs requlred vnder this section shall be retained for
such period as th cerotary (of the Treasury) may plek 2ribe
for the type in questio: Any period so prescribed shall not
excoed six vears unle Sﬁ“;e{aly determines . . that a
longer per nees " ﬁpaurontlv Lhﬂ hansaa Bﬁnk CQH"
missioner sjslets erta ble
£o reco but no such rc;ui tions are CUTdeLlV ith
fore 1133, requiring the retention of records es
auth Bank Cowmissioner, also indicates that "Nothing
in t shell be construed to affect any duty of a bhank
3 P &

ceive the confidentiaL:ty of their records."

1d appear that, for the most part, the financial
nd rdés maintained by banks are already subject to

DTlVJLP or condeeﬂtial status. However, retail merchants
inuncated by insufficient funds checks or other pieces of worthless
paper require several items of ddentification before accepting

a personal check. Generally, such additional information is writ-
“ten on the reverse tide of a check. As result, while the bank is
primarily interestaed with the financial terms of the check and,
later for its steorages, the bank also has become the repositoxy

of considerable perscnal information about its customers. The

confide Ptlal;t} of such personal data is neot direcily safeguarded
except as it is an inseparable part of financial data

Finally, all privacy provisions contain limitations.
That is, certain supervisory agencies, both state and federal,
have access to the financial data and, therefore, to the personal
data as well. Generally, state public records required by law
to be kept and maintained, K.S.A. 1976 Supp. 45-201, are to be
open for a personal inspection by any citizen. The Kansas Supreme
Court in Atchison T. & S.F. Rly. Co. v. Commission on Civil Rights
(215 K. 91I1) nas ruled, however, that 45-201 is inapplicable to
investigaticn files of administrative agencies. Certain bank
records or records of the Bank Commission would be included in
this exception and thereby protect the privacy of the individual
and the institution.

In a similar circumstance, information gained by federal
agencies is subject to the Freedom of Information Act (1970) and,
therefore, subject to public disclosure. As in the state situation,
the federal government allows for certain exceotions from disclosure
(seven discretionarv exemptions). One of those exemptions applies to
the agency holding the information concerning '"trade secrets and
commercial or financial 1nf01matlon obtained from a person and
privileged or coniidential. dgain, while the disclosure is

discretionary, a certain level of privacy protection is provided.



Concerninge the Internal Revenue Service, new amendme
code governing examination and inspection activities
>ncy have recently been enactaed, P.L. 94-455. After
will be requived to issue a summons order-
nce of an individual or the production of books,

L

2
r data relevant to an investigation.
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Section 7060% of the law provides procedures for third-
recordlespers defi as banks; savings and loan associations;
it unions; CONSY riing agenclies; persons extending credit
ugh the use ras or similar devices; brokers under
Securities E .934; attorneys; and accountants.
surmmons issu rty recordkeeper nust identify the
ixpayer to whom the ates anc provides the right to
v compliance. Ce nal requirements are imposed in

rtain additio
case of a John Doe summons.

Section 7610 of P.L. 94-455 will allow recordkeepers a
reimbursement for such costs that are "'reasonably necessary" in
searching for, reproducing or transporting books, records or other
cata required to be produced by summons.

Consequently, upon the effective date of this act both
‘individuals and third-party recordkeepers will receive prior noti-
fication by IRS that they or their records are the subject of
IRS interest. DMoreover, the act provides a mechanism for staying
compliance until the federal district court can hear the case and
either modify the summons, approve the summons as issued and order
compliance, or reject the summons.

Despite the present attempts to safeguard the privacy
of financial records, no level of government feels secure in the
notion that sufficient cuntrols exist to protect an individual's
right of confidentiality over his or her financial records. In
an effort to determine what new controls are needed, President Gerald
Ford appointed the Privacy Protection Study Commission, which is
currently completing its study leading to the issuance of a report
containing its findings and recommendations. Certain preliminary
recommendationsmade by the Commission are available if the Committec
chooses to review them,

While the federal government awaits the results of its
study, at least two states have enacted extensive privacy legislation
-- Maryland and California. Again, copies of those laws are on
file and can be made available for Committee consideration.

In Kansas the issue of confidentiality for financial records
first arose in the 1975 and 1976 Session of the Legislature in the
form of H.B. 2424. That bill was introduced by Representatives
Lawing and Hoagland as an individual bill (no interim committee
study has been made on the subject of confidentiality). House Bill
No. 2424 related only to banks and required that specific information
about a customer's balance, deposits and withdrawals was to be
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s er, could express
cncerning the ﬂnﬂﬁblLO"" credit standing
1d stuuﬁiLt". 'hat measure died in the
cial and Financial Institutions.
In 1677 Session, Representatives Lowther, Gi@ve ,
Hoz:ladad aad zatl introduced H.B. 2480. Briefly summarized,
the bill pro ts eny financial institution from disclosiﬂg to
a TS0, din ny governmental agency, cther than the cus-
toner or his i y authorized agent, any financial records
relating to ustousr unless that custonm r has authorized disclosur
or the financi recorcs have been subuoﬁnaﬂd or seized under a
search warrant. The bill also contains several provisions which
cutline situations wherein the act does not apply. House Bill No.
2480 remains in the Howse Cow11+tee on Commercial and Financial
Institutions which reccmmended this Jtudy
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MEMORATIDUM
June 27, 1977

T | The Special Committee on Commercial and Financial
Institutions :

FROM: Kansas Legislative Research Department

RE: Proposal No. 12 - Equal Credit Opportunity

The Special Committee on Commercial and Financial
Tnstitutiong is to make "A study of the recommendations made
by the Kansas Advisory Committee to the U.S. Commission on
Civil Rights regarding the availability of credit to Kansas
Women; review existing federal legislation."

Perhaps the most important portion of the study
question is the review of existing federal legislation --
Equal Credit Opportunity Act (ECOA) and Regulation B of the
Board of Governors of the Federal Reserve System. In 1975,
when the Kansas Advisory Committee was completing its study
of credit discrimination in Kansas, the ECOA was a new enactment
of which several significant sections were not yet in effect.
Additionally, no regulations had been promulgated by the agency
charged with prescribing those regulations, the Federal Reserve
Board. It was with some justification that the Kansas Advisory
Committee found "that married, divorced, and widowed women
who are creditworthy have more difficulty obtaining consumer
credit than their male counterparts.”

Since that time, all sections of the ECOA have taken
effect and, in fact, the original enactment has lFeen amended.
The last amendments became effective on March 23, 1977. Certain
rules and regulations adopted by the Federal Reserve Board took
effect as late as June 1, 1977. It would appear, as a conseguence
of congressional activity, that the solution to credit discrimina-
tion in Kansas is to be found in the ECOA and its companion
regulations.

There remains, however, an area for state legislative
activity. Subsection (g) of section 705 of the ECOA 'directs
that "The Board shall by regulation exempt from the requirements
of sectiong 701 and 702 of this title any class of credit trans-
sctions within any State if it cetermines that uncer the law of
that State that class of transactions is subject to requirements
substantially similar to those imposed under this title or that
such law gives greater protection to the applicant, and that there
is adequate provision for enforcement." Clearly, the Kansas
Legislature could enact its own equal credit legislation subject
to state enforcement. To date, no state has applied to the
Board for an exemption, but there appears to be some e Foxk
underway in Massachusetts and California to develop a plan for

legislation.
Hch B



In Kansas, three bills have been introduced on the
subject of credit discrimination, H.B. 2918 and H.B. 3161 in
1976, and H.B. 2499 in 1977. As noted in section one of House
- Bille 3161 and 2499, identical measures, the act was to be
cited as the Kansas Equal Credit Opportunity Act. Section four
of the bills authorized the Consumer Credit Commissioner ro pre-
scribe rules and regulations to carry out the purposes of the
Act. The Committee may wish to compare the provisions of the
{ansas bills to those of the federal statute with the intention
of qualifying Kansas for the exemption from the federal law,
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MEMORARDUM
- June 3, 1977

TO: The; Special Committee on Commercial and Financial
Institutions

o
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FROM: Kansas Legislative Research Department

RE: Proposal 13 - Group Health Insurance Contracts

The Special Committee on Commercial and Financial
Institutions is to undertake "A study to determine the desira-
bility of mandating that group health insurance contracts pro-
vide coverage for mental or nervous conditions, drug abuse,
and alcoholism." This subject of study is not new to the Legis-
lature.

Since the topic contains three different subject
areas, it i1s appropriate to separate the items for purposes of
providing backgrowid information.

A. Coverage for Mental Tllness --

‘ In the 1973 interim, the Special Committee on Delivery
and Financing c¢f Mental Health Services heard testimony con-
cerning insurance coverage for mental illness. 1In general, the
testimony showed that there is less insurance coverage for
mental illness than for physical illness, both for inpatient and
outpatient care.

As a result of its study, the Committee concluded
that clear discrimination exists in health insurance between
the coverage offered for physical illness and that which is of-
fered for mental health care. As a remedy for the imbalance,
the Committee recommended that all group health insurance con-
tracts in Kansas be required to provide minimum coverage for
inpatient and outpatient psychiatric care. House Bill 1642
was introduced during the 1974 Session to implement the recom-
mendation. Upon later deliberations, the Senate Committee on
Commercial and Financial Institutions reported H.B. 1642 un-
favorably. The Committee indicated, however, that the bill
warranted additional study.

The Special Committee on Commercial and Financial
Institutions in the 1974 interim again took testimony on the
subject. After hearing the proponents and opponents, the Com-
mittee made no recommendations to the 1975 Legislature. While
other bills on this topic have been introduced since 1975, none
have passed nor has additional study been made of the question

until this time.
/%‘,;4, C



House Bill 2381, introduced in the 1977 Session by
Representatives Ehrlich and Ivy, is nearly identical to 1975-76
S.B. 338, authored by Senator Jan Meyer. That bill died in
the Senate Committee on Commercial and Financial Institutions.
The present study was requested of the Legislative Coordinating

el

o7 e o]
Counc by the Kansas Mental Health Association.

B. Coverage for Drug Abuse --

Apparently, the idea of requiring insurance coverage
for the treatment of drug abuse has never been studied by a
legislative interim committee. The issue was a part of Senator
Meyer's bill in 1975-76 and, of course, is a part of the House
Bill under interim study.

C. Coverage for Alcoholism --

In addition to Senator Meyer's bill, S.B. 338, the
House Committee on JInsurance introduced H.B. 2553 in the 1975
Session. That measure dealt primarily with "indemnity for
services rendered in the treatment of alcoholism." House Bill
2553 passed the House by a vote of 108 yeas to 10 nays. 1In
the Senate, the bill was referred to the Senate Committee on
Commercial and Financial Institutions where, upon hearings, it
was recommended for interim study. No study was authorized
for the next interim, 1976.

In the 1977 Session, Senator Meyers introduced
S.B. 105, which requires group insurers to make available by
affirmative offer, the same reimbursement or indemnification
for the treatment of alcoholism as is provided for services
rendered to a person in a medical care facility. Treatment for
alcoholism and payment for such treatment may be in a medical
care facility or in a licensed alcohol treatment facility. The
group policy offered must provide a minimum of 30 days coverage
per year in either type of licensed facility. Senate Bill 105
was enacted by the 1977 Legislature.

The major policy question involved in every part of
the study is governmental mandate of certain types of insurance
upon private businesses and private citizens.
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In fhe Federél Employees High option plan covering 5.6 million persons
the per person cost in 1973 for virtually all outpatients was $6.60
annually for an individual and 45.52 dollars annually fér a family.

The Plan includes a $100 deductible and 20% co-insurance for outpatient

care,

In the Canadian Federal Provintual Health Insurance programs they

provide care to the same extent for physical illness as for outpatient

services range (1971~73) from .43 cents annually to 3.15 dollars

annually per covered person.

The Health Insurance Flant of Greater New York provides Mental Illness

coverage for three people or more at $2.70 per month in 1972,

Utilization of Mental Health Coverage 7

The United Automobile Workers Blue Cross/Blue Shield Plan of Michigan
in 1973 was 2.4% % of the 2.4 million participating.

The utilization of psychiatric services (no copayment for the first

5 outpatient visits)

The Federal Health Employees Benefits High Option program requires $20
deductible and 20% coinsurance. .63 percent of the total enrollees received
an outpatient benefit and .13 percent received an inpatient benefit in 1973.

Those receiving benefits for mental illness were 1.1 percent of the total

7v7%

ety ’[‘;—7’{4\__, Al /
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population covered by the Federal Employees Health Program in the years
1971-1973 or about 2,5 percent of the number receiving any benefit in each

year.

A comparasion of benefits paid by Blue Cross/Blue Shield for all conditions
and for the treatment of mental and nervcus disorders in 1975. Shows that

Mental Health benefits paid were 7.5% of the total, or just over 90 million

dollars.

The Kaiser Health Foundation plan in Northern California in a study of
service utilization determined that patients after a brdief psychotherapy
(2 date visits) reduced their utilization of medical services in the five

years following their therapy by 75%.

INFORMATION THAT HARRIET GRIFFITH HAS:

That in the California Health Insurance y plan which provides for
psychiatric services a recent study for the year 1975-76 has shown
that over all medical utilization has dropped by 20% as a,resultlof

the addition of the psychiatric care coverage.
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r mony To: Interim Committee on Group From: James B. Horne, M.D.
Health Insurance contracts Medical Director of Shawnee

Community Mental Health Center

Mandatory insurance coverage is a sticky issue, because each mandate increases
the cost to the public Tike a tax. What legislator wants to increase taxes? What
taxpayer wants to pay them?

On the other hand we pay taxes to educate our children, to protect us from
crime and fire. We have found that voluntary contribution or fees alone will not
do the job. We join large group insurance programs to provide services when we
need them. Shared prorated costs make it possible for all of us to have the service,
when we need it.

Now, a service that costs relatively little and is required often, like a
haircut, is paid for out of current funds or we do without. Sure, but infrequent
expenses, like property taxes, we save for. Unpredictable expensive things, 1like
fire and disease, send us to the insurance salesman.

Why mandate coverage for mental illness, drug and alcohol abuse treatment?
Average man, ignoring all statistics, does not consider the need for this
kind of treatment, for himself, until the need is upon him. That is noérgfme to
apply for optional cbverage. The most popular delusions have always involved
denial of unpleasant facts. The pain and bankruptcy that go with mental illness,
alcoholism, and drug abuse are most painful indeed. The agony of meﬁta] illness,
alcoholism, and drug abuse in one's spouse, parents, or, especially, children are
even more painful. The majority of insurance buyers prefer to ignore these pain-
ful facts and save a few dollars in premiums.

The costs are much Tlower than assumed. The most severe cases of mentai illness,
alcoholism and drug abuse may be extremely costly to treat, but the common cases
are not. We don't tend to think of the milder cases because they are so obviously
people just like us that we can't preserve our delusion that mental illness, alcoholism,
and drug abuse affect other people but never ourselves.

Please cast aside all these popular delusions yourselves and support House

V=

Bill 2381.
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Testimony on behalf of the Mental Health Association in Kansas regarding

‘

the mandating of minimum mental health coverage in group insurance contracts

in Kansas. i P ‘ o Vd“f 4
\ 4/, 4l S A
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name is Jer We Gole.\ I'm a resident of Wichita, Kansase I'm a partner
ry P

——

in the firm of Armfield-Cole Consultants, Inc. I'm also an active volunteer

for mental health. B A

I have been a full-time insurance agent in the State of Kansas since 1963

— e

and am a CLU. My firm, Armfield-Cole Consultants; Inc. works primarily

—
in the group insurance market. We=design—insurance-benefitpackages—for—

— . .
employers and unions a i ompetitive bids from insurance—companies.

I bave been active-in-the Mental Health Asseeiatiom simce 1969 —f—ampast-
president—of theMental Health-Association in Kansas and currently—serve—as—

a -director—and Vite PresidentoftheMentat—Hezltrhr Asseeiation at—the-Nagtioma
et

I am here today to tell you some of the reasons why minimum mental health
coverages should be provided, by law, in any group insurance programs written
in Kansas. 1 am here to try to persuade you as to the significant jesbuwefeilidia-

social impact such legislation could provide.
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Such legislation could ultimately make the availability of mental health
services accessible to many more Kansas citizens. It could provide more
emphasis in the area of prevention of mental illness with major resulting
economic benefits to the coﬁmunity. It could help emphasize the utilization
of out-patient treatment for nervous and emotional conditioﬁse (Treatment
that is both more effective and less expensive.) It could do all of this

"T.%g_\_,e,"\d (_13_»/)
and at the same time lessen demand on taxesupported institutions SOE™

faciddEEmee by providing for payment of treatment through the private sector,
We know much more about the treatment efmental illnmess—aad the~prevention

of mental illness than we ever did before. More advances have been made in

this field in the last ten years tham in all the previous hiétory gf man-

e
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kind. We know that institutionalization as, treatment—medali-tyHas.
e PR |
in e y of cases been superceded by more eftective out=patient

treatment. we know that we are able to treat people in the community
without necese=mei¥y removing them from their families, and, in many
instances, treat them while they continue on their jobs. We are beginning

to know how to utilize preventative measures and how to intervene in early

stages of mental problems before long-term care is necessary.

Unfortunately, while major adwanmee

advances are taking
place in the methods of treatment of mental illness, the insurance industry

is still, in most instances, providing woefully inadequate coverage for

nervous or emotional conditions. When_memtal heéalth care is mentioned in
mostinsurance comtraets—it—is—inmeifher the seetion—that—talks about

limitations—or exclusions.
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At a time when out-patient care, day care, and partial hospitalization are
——

Yo —e

the preferred moég{lgzés of treatment, group insurance contracts, if they
don*t exclude mental health treatment entirely, tend to emphasize in-patient
care. 1In the vast majority of cases, there is either no provision for out-

patient coverage or it is so limited as to be of no consequence,

Unfortqgately, the kind of insurance coverage available does much to dictate

th}Ftreatment modality that is chosen by the mental health practitioner. 1If,

e

for example, the insurance contract provides coverage for mental health services
- 4

while the patient is hospitalized but no coverage for butnof-héspital care, the

practitioner may elect to hospitalize the patient. Many times, this is the
case because the mental health professional knows that unless the insurance

company pays for the treatngEAEPe individual will receive po treatment until

ﬁEﬂEEE%} the condition is so advanced that the only alternative is commitment

to a state hospital.

You may hear from représentatives of the insurance industry that to.provide
mental health coverage would be '"too expensive', I donft believe that would
be the case. 1In the first‘place= by providing fesr—wutitieation-ef-out-patient

b
and preveﬁtative care, which the Méhtal Health Association in Kansas advocates'
people could utilize much less expensive kinds of treatment than hospitalization.
Secondly, I believe that the insurance industry has been so remiss in providing

for this kind of coverage, that they don't have any hard data to support the

assumption of major increased costs.
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I would like to give you one example of a plan that has recently been plaqed

in force with a small health and welfare trust in California with 13000 employees,
The trust is well established and had been insured by the Crown Life Insurance
Company of Canada for the five years prior to adding the '"California Psycological
Health Plan'. CPHP emphasizes early intervention and utilization of coverage
.for nervous and emotiomal conditions. It offers incentives for utilization
through a system consisting of total confidentiglity, no deductible, no co-

2
payment for the first five visits, quality control and other incentives.

The following statistics represent the "experience' of thé trust prior to the
installation of CPHP and following one year of operation with CPHP. (This is the
, nsurawceé
ratio of total paid premium to the total amount paid by theYcompany for medical
claims.):
November of 1974 to August of 1975 959,
December of 1975 to September of 1976 Y T35

These figures represent an approximate decrease of 20% in medical care utilization.

The only component of the trust which changed was the mental health benefit.,

We have some supportive descriptive material regarding the ""California Psycological

Health Plan' that I will leave with you.

I'm sure all of you are aware that the community mental health centers in

Kansas have done yoeman's work in‘providing community-based treatment facilitiese
Unfortunately, many people, perhaps the majority, resist using these facilities -
either from the lack of understanding or because they simply prefer to go thrﬁugh

a private practitioner, However, inclusion of mental health coverage in insurance
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contracts would also provide these mental health centers with sources of revenue
for the services they provide to patients who are covered under the group insurance
contracts. This would, as a consequence, lessen the demands for funds to support

these centers from tax moneye.

Unfortunately, mental illness still carries with it a stigma that causes many

people to be hesitant to discuss ite The first time people are aware of the serious
lack of mental Health'coverage in their group insurapce is at the time they or
someone in their family needs therapy. It has been my experience that most
insurance agents are not significantly aware of the needsrfor mental health

coverage so as to recommend it to their clients,.

Eventually, we will be able to educate people from attaching adverse stigma

to mental illness, Eventually, empioyers will come to fealize the necessity

to demand their iﬁsurance contracts include provisions for mental health

care. Eventually, the insurance companies will understand that it may, in

fact, be less expensive to provide for preventative care and out—patientlcare for
nervous and emotional conditions. But when this eventuality will become a
reality is anybody's guess. That is why the Mental Health Association is
petitioning legislators who should be better informed than the average citizen,

to provide that any group insurznce contract issued in the State of Kansas shall

not discriminate in out-patient care against nervous and emotional conditions.

By that T mean that if coverage is provided for out-patient care for physical

illness that it must be provided for mental illness.
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The insurance industry has long neglected their responsibility to provide
quality health coverage in this most important area. The have too long
relied on the gOVerﬁment to provide this kind of care from tax monies. The
Kansés legislature has the.opportunity to act most responsibly by requiring
that the insurance industry close this appalling loophole in present:

coverage.

Thank you for the opportunity to appear before you on behalf of the Mental
Health Association in Kansas and on behalf of the consumers of mental health

services in Kansas. I would be glad to answer any questions you may have,




To All Ehg:ble Employees..

Stationers Corporatmn presenrs tfns Evidence
of Coverage brochure summarizing benefits
under a new health care concept wrthm your
group msurance program.. ... 5 on Sadin

California Psychological Hea:rh Plan (CPHP)

is a statewide prepaid mental health plan.
CPHP’s Panel Providers  (psychologists and
psychiatrists} provide outpatient mental health
services to eligible - employees and their
dependenrs

The Plan is paid for by Stationers Carpbra tion

and is designed to provide care in the most

neglected area of good health. California
Psychological Health Plan deals directly with
good mental health and is concerned with as-
sisting employees and their families to deal
more effectively with day to day problems of
“living in today’s stressful world. Conf;dent.ral-
ity is a keynote to th;s program-

' Selection of this plan was based on Stationers
Corporation’s continued efforts to provide
employees and their families with the newest
and most effective means of preventive health
care.

Sincerely,
STATIONERS CORPORA TION

Lillian W. Boyd,
President
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DEFINITIONS

Eregiders Any licensed psychologist or psychiatrist i
wetking individually, or within a corporation, clinic, .
o+ moup practice who delivers. mental health care

o

marabits ta eligible subscribers under CPHP. A Panel -
fPegyider is any Provider who has contracted with -

¢#MP 1o deliver mental health care benefits to CPHP
subscribers. CPHP publishes a geographical listing of
i Panet Providers, their addresses and telephone
mumbers. A Non-Panel Provider is any Provtder who
s it cantracted with CPHP.

Suliseriber: An eligible employee and/or tha‘t em-_-‘ i

ployee's eligible dependents.

Femily-Unit: An eligible employee, mgerher w.vthf:

that ervployee’s eligible dependents

Number Of Sessions: Number of sessions féfers'tu
the aggregate number of private or group sessions

used by members of the family-unit {subscrlber and/':'

ar submeriber's eligible dependents).

Private Session ls Defined As: A 50 minute session -
with a Provider by a subscriber or combination of

wsbseribers from the same family-unit, as treatment
sevils prescribe,

Group Session Is Defined As: A 90 minute session-

combning several family-units or |nd:wduat members
ot ditferent family-units.

Professional Standards And Mahagement.Commit-,

teex This committee is composed of CPHP Panel Pro- =&

vaders and functions to assure quality control of treat-
ment. Prior to the subscriber’s sixth private or elev-
@1t group session the provider must submit a treat

fwnt plan 1o the Professional Standards and Manage- -

mwnt Committee which is promptly reviewed. The
Weatment plan, as approved by the Professional Stand-

a5 and Management Committee, provides authoriza-
nor for continued treatment and for CPHP payment
'3 the o ovider for services rendered.

Mantal Retardation: Refers to subnormal, genera!
_intellectual funcnonmg (border line mental retarda- -
#en indicates an 1Q between 68 and 83) which origi-

8125 during the development period and is associated

with rmpairment of either learning and social adjust-:

menls or maturation or both,

i
]

ELIGIBILITY

Wheo Is Ar Eligible Employee? Each permanent, regu-

lar part-time or temporary.employee far whom a full
monthly contribution has been paid b\,f one or more
participaiing employers. )

When Daes an Employee become Eligible as a Sub-
scriber? Fach employee who is eligible as outlined
above, shall be covered on the first day of the month
following the month for which a full contribution is
paid by a participating employer.

' Who is an Efigible Dependent? The eligible employee's

lawful spouse and unmarried dependent children 1o
age 19, or to age 23 if full-time students, Children
include step-childrern, adopted children, and foster
children provided such children are dependent upon
the employee for support and maintenance. Those in
mlllfary service are not e!;glble s :

Reinstatement: " If an empioyee is termlrmied
and he returns to active employment, he will
become eligible as provided under F]lglbl[i\f
{above). '

HOW TQ u%r YOUR CPHP PPOGRAM

SESSFONS W[TI"' PANEL PROVEDERS

Eligible subscribers and the:r dependents are entxtled
to abtain benefits from any participating Panel Pro-
vider of CPHP. A list of Panel Providers including the
names, addresses and telephone numbers is made
avaflabre to eligible subscribers and thfs /lSt is up-
dated periodically as necessary. :

How To Make An Appomtment Refer to the CPHF‘
Pane!l Provider list.-Call the provider of your choice;
advise the provider that you are an eligible employee,
or eligible dependent covered under CPHP. At this time
give the provider your social security number and the
name of your employer. No claim forms are hecessary
for sessions with Panel Providers.

Subscriber Is Responsible For Co- Payment The first
five private sessions or first ten group sessions used by
the family-unit are paid by CPHP at 100% of the
CPHP authorized rate. Beginning with the sixth pri-
vate session, or eleventh group session, the subscriber
is responsible for the co-payment as listed under Sum-

mary of Benefits. ;

SESSIONS WiTH NON-PANEL PROVIDERS

If you use the services of a Non-Panel Provider, you
must obtain a claim form from your employer, or
from the CPHP Administration Offices, 4401 Wilshire
Boulevard, Los Angeles, CA 90010, Phone (213)
939-3124.
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BENEFITS .

SESSIONS WITH CPHP PANEL PROV!DERS

CPHP benefits in the form of private and
group sessions are available to CPHP sub-
scribers and their families from Panel Pro-
viders or their gualified professional em-
 ployees with NO DEDUCTIBLE

The first five private sessnons or the flrst ten
group sessions, used by thefamily- -unit are

avan!ab|e at no cost to the subscnber

After the fifth prwate sesszon,,or tenth group
session, and upon authorization for continua-
tion of treatment from the CPHP Professional

. Standards and Management Committee, the

family-unit is entitled to further sessions for
which the subscriber pays.a co-payment,
specified in Summary of Benefits below.

MAXIMUM‘NUMBE -0
WITH: PANEL*PROV '

;_;;MAXIMUM PAYMENT
"WITH NON-PANEL PROVIDERS IS
LIMITED TO $500. TO A SUBSCRIBER"
-FAMILY-UNIT IN ANY CALENDAR YEAR.

 BENEFITS

. _Renewal of Benefits: In the event all members

of a subscriber family-unit have an uninter-
rupted break in treatment for a minimum of
six months duration, that family-unit will be
considered eligible ta re-establish the 100%

- benefit payable by CPHP for sessnons wath :
F‘anel Provaders e A

Charge For Broken AppmntmentS' The sub»
- scriber - family-unit will be charged with a -
session for any appointment made Wlth a Sk

Panel Prowder and not kept

Subscnbers who secure benefits from hcensed

listed in the Summary of Benefits.

CPHP reserves the right to reject any and all
.claims for sessions with Non-Panel Providers
- which are filed more than 90 days af‘ter bene-

fits are secured.

SERVICES NOT COVERED
No payment will be made by CPHP for any of

F the followmg services or treatment:

Mental retardation,
diagnosis.

other than pnmary

Educational training in therapy sessidns

Sessions while confined in a hospital as an
in-patient.

VR e
.,.jlu W

__f:SESSIONS WETH N()N PANEL PROVIDERS '

{2~ Non-Panel Providers may submit a claim form
- and bill for partial reimbursement to CPHP.
- Reimbursement to subscribers for benefits

~secured from Non-Panel Providers is fixed at
-850% of the allowances for Panel Providers

L 1 Ta e PO L

FOR SESSIONS :




Services or treatment pald for by other
group insurance. :

Sessions In excess of those listed in the
Benefits Schedule.

Sessions in excess of those authorized by '

the CPHP Professional Standards and Man-
agement Comrmittee,

. Services or treatment provided as a result
of any Workmen's Compensation law, or
similar legislation, or obtained through or
required by any government agency or pro-

~gram whether Federal, State or any sub-

division thereof, (excluswe of Medi- Ca!}

CPHP MAY AT ITS DISCHETION WAIVE :

ANY OF THE PLAN LIMITATIONS IF, IN
THE OPINION OF THE PROFESSIONAL
STANDARDS AND MANAGEMENT COM-

MITTEE, THIS IS NECESSARY FOR THE

SUBSCRIBER'S WELFARE

TERMINATION OF BENEFITS

All benefits of the subscrlber shall terminate: (M cn' :

the date the contract is terminated; (2) on the first

day of the second month following the participating
employer’s failure to remlt the requxred contribution . -

to CPHP.

Service Aftar Termmaﬂon if service for a subsc':riber—‘;' j-'.: X
is being rendered as of the termination date of the .- - -

contract, such service may be continued to com-
pletion of treatment only if authorized by the Pro-
fessional Standards and Management Committee, but
in no event beyond 30 days after the termination
date of the contract.

COORDINATION OF BENEFITS

If subscribers receive mental health benefits under
another “plan” as defined below, benefits provided

by CPHP will be coordinated with the benefits from -

the other plan.

A “'plan” is considered to be any group insurance
coverage or other arrangement of coverage for in-
dividuals in a group which provides benefits or ser-
vices on an insured or uninsured basis, and any gov-
ernment program providing benefits or services of a
similar nature.

LE/lBI LITY OF SUBSCRIBERS

By law, every contract between CPHF and
each CPHP Panel Provider provides that in the
event CPHP fails to pay the Panel Provider,
the subscriber shall not be liable to the Panel
Provider for any sums owed by CPHP.

In the event that CPHP fails to pay for the
services of a Non-Panel Provider, the sub-
scriber may be liable to the Non-Panel Pro-
vider for the cost of services.

DISF’UTFS OR ARBITRATION

in the everst of dlspute ar controversy ar :smg from
services under this contract which cannot be resolved
to the mutual satisfaction of both the subscriber and
CPHP, the parties (CPHP and subscriber]) shall each
select an arbitrator to settle the matter by arbitration.
Should there still be no resolution, the arbitrators
shall select a third arbitrator whose judgment and
determination shall be final.

This Evidence :6f Coverage consti-

tutes only a summary of the health

plan. The health plan contract must
be consulted to determine the exact
terms and conditions of coverage.
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4 CalifornIaiP$§éh0?o§fcalﬁﬁééTfh,Eléﬁ (CPHP);wasAforméfiy registéréd and quéiifiéd ,33;”

in compliance with theﬁKnGXfMjilsfHea§th Care Service Plan Act of 1975 with the ;
California Attorney General.. .This year, with a change in government organization, -

__CPHPiis;beinghregistered:andfre*qua§ified with the California Commissioner of
..Corporations. ... .. j e e wyiedane, i it _
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CPHP is a non-profit corporation. which was designed following years of research
by insurance consultants-and members of the California State Psychological
Association (CSPA). The intent of this research was to develop a quality out—
patient mental health program which could be implemented in any health care

" delivery system (Insured, Pre-paid, HMO, Trust Fund). It is the feeling of a

majority of psychiatrists and psychologists, as well as most consumers, that
the out-patient mental health benefits currently available in most traditional
insured health plans are too limited. This belief was the initial basis for
the study and subsequent development of CPHP.

However, during the developmental stages of this psychological health plan,
researchers discovered that there existed a greater need to which CPHP should

be directed. This need was demonstrated in studies conducted by various organ-
izations (Kaiser-Permanente, Kennecott Copper, Group Health Association in

Washington, D.C., Bechtel Corporation) that showed a majority of persons attending
physicians' offices had an emotional rather that a physical basis for their complaints

" (articles attached).

Unfortunately, as noted, the traditional system of health care delivery is priméri]y
concarned with remedy, repair and restoration of physical ailments. Emotional, or
psychogenic complaints are either ignored or given ancillary attention. Even if

~the facilities and treatment on the physical care side of the system are improved

through additional funding, the system's orientation toward health care delivery
experiences no change other than an improved funding mechanism.

Skyrocketing health costs can be attributed to many factors. Inflation and high
utilization of an expensive health care system account for the major portion of the
current 138% per year increase in health delivery costs. CPHP is one direct answer

“to the solution of this problem. If, as studies indicate, a large percentage of

people attending physicians have an emotional base for their complaints, then an
intervening out-patient mental health program should reduce physical care utilization.
When this utilization is lowared, costs can be affected by way of the insurer passing
on-a savings to the Major Medical portion of the insured health plan. '

One might ask: Can CPHP prove these claims? A one year pilot program of CPHP
implemented in a Trust insured by the Crown Life Insurance Company of Toronto,
Canada showed major medical experience dropped 20%. As Jack Roberts, FSA and
Sr. Vice President of Crown, stated in a letter explaining his testimony before
the Health Insurance Association of America:



_ “Ip particular, | was able to tell the meeting

o  that rates for the policy year just ending for

_5* this. case were-substantially below those which :

o ' we would have charged for a policy providing - . -2-
: similar benefits issued today." (Attached) . I -

'fhélélfé‘bften a'égggma.éttaahéd to utilization of henté! health: benefits.
John ﬁ Armer the méfkettng dtrector for CPHP, has developed an employae

Et - Mr, Armer ;plamota ‘;Epfﬁf
ussion, much

:ln addltton, to. further promote uts!ization, the California Psychological Health
“Plan offers-an incentive. There is no deductible, ‘and the first five visits are
paid 100%. Probably-even more important, there are no claim -forms and complete
“confidentiality is assured.” ‘Use of the plan is arranged directly-between the
employee and one of our panel providers. The providers® private offices are
located throughout -the state {(see list of panel providers). .  Quality assurance is
built into the CPHP henefit plan. Panel providers under CPHP contracts have
consented to a confidential review process prior to a2 subscriber's sixth visit.

We believe this ifdea of collabeorative, cooperative, professional assistance being
provided employees while still maintaining complete confidentiality, is a first.

CPHP is attempting to provide answers not only to major economic problems, but

to the confidential and quality control aspects of health care delivery. It is

our objective to integrate this important benefit within all health care dellvauy
systems. We believe that every individual should be guaranteed the right to have
“"total' health care. The California Psychological Health Plan provides an important
component to health care delivery by dealing directly with good mental health.

CPHP is concerned that employees and their families are able to deal more effectively
with day to day problems of living in today's stressful world.
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TIEWOTTIied WellT Psychotherayy

~or Simply the Right Doctor

By Patrick Ynung-

Frna San Farancisen

Mrs. W repeatedly visited the Kalser-
Permanente  medical  faciiites here,
complalning of severe headaches. Ier
physiclan could find no physlcal cause
for her pain—no tumor, no eye prob-
lems, nothing organlcally amlss. Yet
the headaches grew more Intense, while
drugs eased her pain less and Jless.
Finally her doctor suggested she talk
wlth a psychologlst -
cmploycd by the
brepald medical
plan,

The woman was
39 at the time, mar-
rled end the mother
of three children,
Her anger- quickly
surfaced In psycho-
therapy. She had
dircovered her hus-
band was having an
affalr with his see-
retary, hut she was
reluctnnt o confront
him. She and her psycholoplst explored
her fears, and between her second and
third sesslon, Mrs. W berated her
spouse for hils Infldelity. She was sur-
prised and gratlfled to find her hus-
band remorseful and eager to mend
thelr torn marrlage, Her headaches dls-
appeared, and she dropped therapy.

Mrs. W's treatment Is regarded as
a dual success by Dr. Nlcholas A. Cumn-
mings, chlef psychologist of " Kalser-

Dr, Cummings

. Permanente’s northern reglon. The pa-

Vlent's paln was cllmlnated, and she no
longer required a physiclan's time and
expenslve dlagnostic tests for a prob-
lem that neither drugs nor surgery
cauld ever cure.

Doctors see a lot of patlents ilke Mrs.
W. Although precise flgures are Impos-
sitble to ahtaln natlonwlde, anywhrre
from 60 pry cent to A0 per cent of nll
doclor viclta ara hw nescda ot - -

psychintrist here, and Dr. Cummings
compared the medical vlllization of 152
patlents for flve years nfter they under-
went some form of psycholherapy with
thelr use In the year before therapy.

The 80 patlents who attended a sin-
gle sesslon reduced thelir utilizaticn 60
per cent aver the next five years; the
41 patients who underwent two to elght
sessions dropped thelir use 75 per cent.
The 31 patlents who went through nine
or more sessions, however, scemed to
substitute psychntherapy for thelr pre-
vinus dnctor vislis.

Other studles have confirmed the
value of treating the mind as well as
the body. In 256 patlents stucled at the
Group Health Association, a prepald
medical plan In the Washington, D.C.,
area, psychotherapy reduced the num-
ber of doctor visits and the number of
faboratory and X-ray proccdures by
about 30 per cent.

‘Something Must Be the Matter®

Kennecott Copper Corp. found that
employes who recelved mental-health
counseling reduced thelr moedical utiil-
zatlon 55 per cent and Lthelr uncxplalned
absenteclsm 33 per cent, in comparlson
with a group of employes who refused
such help.

Though the problems of the worrled
well may He In the mind, their hodles
hurt nonetheless, somethines excruclat-
ingly so. Fevers, breathing difficultles,
headaches, and digestive problems are
a few of their complaints. But unlike a
psychosomatic 1llness — one where
crrpanle damage such as an ulcer
develops because of emotlonal stress.-
the worricd well have no physleal
causes of their problem.

Yet, says Dr. Kerr L, White of Johns
Hopkins University School of Hyglene
and Publle Ilenalth, “Something musl he
the matter with a person who consults
a physlcian when in fact nothing g the
mntter with hhin.””

e

Graduates Unprepared

Medleal students are Iareely chnsep
for thelr interest In physical and hlo-
logleal sciences rather than the human-
l[]c;; and social sclences. Much of thelr
training Is focused on medical research
and the unusual disease. This emphasls
has produced many great researchers
and exciling cures, surgical procerlures,
and blological advances. But it also
leaves many medical-school rraduntes
unprepared for the reallties of private
practice,

“Our menical eduratlon process, our
postgradunle work, and our continulng-
educalion courses are all orlented to-
ward organlc disease,' says Dr. Wil-
Ham Barclay, the Amerlcan Medical
Assoclation's assistant executlve vice
presldent for sclentlfle affairs. '"Most
medlcal students have nothing to do
with the worrled well. They come out
with a distorted view of what the pub-
lic's medical needs reaily are.”

“Too many doclors see themselves
as technicians,” says Dr. Danlel Patter-
son, chlel psychiatrist at Group Heallh
Assactatlon. “They're there o treat the
patlent, not Msten 1o hls problem,®
While tells of a woman who told one
medlcal specialist, “*Doctor, I hope you
treat what I've got." The speclalist re-
plied, "Lady, I hope you've got what
I treat.” :

The Customer 1s Right

"Psychlairlsts  and  primary-carc
physlcians have known for a long time
that patlents do not present you wiih
diapnoses; thicy present you with symp-
toms, conditions, and, avove nll, with
problems,” says White. *"They want
belp and understanding In resolving
their problems. I would say that we
had better proceed on the assumptlon
that the customer 1s always right,”

White and olhers detect more will-
ihgness among physlelnns  todny Lo
maole e effork 1o work with pnienta’

einnflel tordaboe..




wne plan recommends establishment of regional transit
service policies by April, 1975. By July, we expect mode
selection to be made for the different corridors. And, by
Octoher, we recommend that priorities be assigned to
various corridors and communities for new services.
Undeui\his schedule, the transit districts should be able to
begin preliminary engineering for an initial usable seg-
ment of gundeway transit by December of this year,

Recommendations dealing with air quality and energy
are very closeﬁy related. Generally, they can Pe divided
into long-term and short-term strategies. In the long term,
in addition to the reduction of the need for travel
previously discussed, emission controls and rhore efficient
engines should reduce pollution from autor[nobiles to the
point where it,is a relatively small part of tota! air pollution
— about ODE'thll‘d At that point, it will become extremely
costly to try to) reduce auto air poHutmr{ any further and
additional improvements would be mmsmai Even then,
however, we will not achieve the air quallty standard in
this basin far tné fong term. That woufd require a 100%
reduction in vehrc{e miles traveled!

Most of these strategies require time to develop satis-
factory techno[ovy\and permit a tyrnover of the vehicle
fleet. Accordmgly, we need additional short-term
strategies to prov;de\ satisfactory progress in the next few
years. Y /

Therefore, SCAG has proposec‘ a 20% reduction in vehi-
cle miles traveled (VMJ) by 1977 To achieve this, we are
proposing immediate ua"sd sub;tantlal improvements in
public transit and he-a\y rehance upon carpooling,
especially for commute, trlps Preferential treatment on
freeways, ramps, and streets will encourage this change.
Most of these recommendations were contained in the
previously adopted short-iange plan.

Those using automobiles have excellent mobility in this
region. For those without; there is a great need to im-
prove their mobility tnrough improvements in the public
transit system. Both thé current level and area of service
must be expanded. TFns includes not only conventional
bus transit but the u‘nplementatnon of less conventional
services, such as jitrley, group taxi, and demand-respon-
sive service where a’ppmpnate These latter types promise
to be particularly effectwe in pxowdmg service rapidly to
areas that do not/now have service. We recommend the
addition of about 1,900 additional buses over the next 5
years. We also suggest that existing transit operators are in
a position to identify areas where jitney and group taxi
projects could complement existing service.

We also befieve that some gmdeway transit is necessary
and that we should develop a starter Ieg as soon as possi-
ble.

We are not forgetting the role of hlghways either. The
missing links in the existing freeway network should be
completed as soon as possible. We have recommended a
highway commitment to a $7.9 billion level of investment

spread over the next 20 years. \

v

\
REDUCING AUTO USE \

 The “state of the art” in estimating the effects of the
tralemes proposed in reducing VMT is at a low level of
/dnvelogment A great deal of improvement is requnred in
our analysis tools and techniques. However, we have tried
to estimate the results and it appears that a VMT redluction
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between 6% and 16% can be expected from the previous
recorgmendations. Something else will be needed to
encoukage a reduction in automobile use.

We haye looked at what we believe are the most feasible
ways (o \ﬁrowde this additional “encouragement.”” These
include ga§ ine rationing, auto- free zones, gasof:ne tax,
and traffic tolls. Of those alternatives, the gasoline tax is
probably the simplest to impose. The additional financial
cost has a directeffect on the miles driven.  /

We realize the regressiveness of the tax on gasoline. Ac-
cordingly, accompapying imposition of an éddlllonal tax
on gasoline should b%\consuderatlon of:

(a) More transit ser¥jce to low- and moderate-income
areas with a high degreeqf transit depencfency

(b) Some sort of tax crecKt against income taxes for low-
income users of gasoline. ;

Therefore, perhaps the most chntroversial recom-
mendation is to request that the Stafe Legislature enact an
additional -gasoline tax of up t EB,"IOC per gallon. Money
raised by such a measure (+£$379 fillion) must be returned
to this region for 1mprovmc~tra sportation facilities,
improving air quality, and conServing\energy. It must also
be returied to maintain the'regional economy. In these
inflationary times, this recﬁmmendah01 is not offered
without considerable thp’ught We realizge that certain
individuals in the regiorl must drive a cohsiderable dis-
tance and could be séverely restricted by such a tax.
Others in the region/could afford it and eden a much
higher tax wouldn’t riake any difference to themy. They still
would take their aufomobiles.

I stress that any,money raised from these taxes) or fees,
should be returped to the area where raised. We\do not
propose to subéidize the transportation systems (oY any-
thing else) of o{her regions.

We also sfiggest that additional auto disincentives' be
considered? These include higher vehicle registration fees

for less ?‘f:cuent vehicles and the use of auto-free zones
where pfactical

/ ' Lawrence King, Secretary
Regional Planning & Development Section

Y

X

‘“Is There an Answer to the

Runaway Cost of Health Care?”

Speakers: DR. KARL E. POTTHARST
Clinical Psychologist
JOHN E. ARMER
President, John E. Armer and Associates

Stress is the acknowledged cause of great numbers of ill-
nesses and disabilities. Research has indicated that
emotional and mental problems often transfer into
somatic complaints. As a result, overutilization of medical
technology directs professional attention to physical
problems without commensurate relief to the patient. In
these cases, costs spiral because of what is, in fact, ineffec-
tive care. Is there an answer to this important and com-
plex dilemma? Our speakers believe one answer is the
psychological health plan.

John Armer holds degrees in both Psychology and
Public Administration and is a Consultant to the Task
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- American Psychological Association, A <Certified.

Jaderwriter, his firm deals in financial consulting and
benefit planning for both individuals and groups. Karl
Pottharst received his doctorate in Clinical Psychology
from the University of Michigan. He is a founder of the
first free-standing, state-chartered accredited training
program in professional psychology and currently is Direc-
tor, internship Training, California School of Professional
Psychology.

Presented to Town Hall Special Section
John E. Armer, Acting Chairman

DR.KARL E. POTTHARST

I should like to speak briefly on the evolution and
development of the health systems over the last 50-60
years. Out of this evolution have come new concepts and
new methods. One of these is preventive psychology. |
would also like to discuss the availability of mental health
manpower,

In Los Angeles about 75% of the available mental health
manpower is available to only about 25% of the popula-
tion. The other 25% is thinly distributed to the rest of the
population. Where do you find the psychiatrists, the
psychologists, and the licensed clinical social workers?
Mostly, if not exclusively, you will find them in the more
affluent middle-class communities.

Who seeks psychotherapy? There are 2 or 3 large
groups: middle-class white housewives, college-educated
young professionals, and people in the entertainment field
and allied areas. Not because these social groups are par-
ticularly vulnerable to mental stress, but because they are
more receptive and accept the option of doing something
about their stress.

The people who receive the small remaining fraction of
the mental health manpower available are more diverse
than you might expect. These people have lower
economic characteristics. They are white, black, brown,

and other minorities. They are older people and families’

with problems. Often they are adolescents, blue collar
workers, municipal employees, and rank-and-file employ-
ees of all businesses. They are a widely scattered group, liv-
ing in inner cities, small towns, rural areas, and in the less
expensive suburbs,

Mental health services at the turn of the century
required hospitalization. Psychoanalysis was just emerg-
ing. At that time it was expensive, in time as well as money.
Subsequently it became even more time consuming and
costly. As of now, graduating students charge somewhere
around $50 an hour. Yet, the profession has changed
drastically in the form of development, indentifications,
and implementations with use of numerous different kinds
of approaches in treatment, in service, and in assessment.

Analysis started out for adults, for adolescents, and for
families. Today analysis has different methods and
different approaches to specific recipients; such as, prob-
lems of married couples, crisis intervention and crisis
assessment, specialized residential adolescent settings,
group therapy, and behavior modification. Prevention is
stressed. Day care facilities may be utilized. A person may
continue in his or her occupation, receiving treatment at
night. Such approaches are a lot less expensive than full
hospitalization.

There is now a system evolving that will bring about cer-
tain objectives and aims. The idea is to make mental health
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services more widely available to client groups ar. .9
provide less-expensive, short-term services to more peo-
ple who are in need of them. The plan directs its interest
into helping the family and strengthening the family
group. Another aim is to spread the cost of treatment,
And, finally, it will aim to avoid the stresses that lead taq
mental breakdown, thus permitting a more productive and
satisfying life.

JOHN E. ARMER

About 3 years ago, it became very clear to me that the
cost of delivering health care was escalating at such a rate
that either the government would have (o intercede or
something dramatic would have to be done in the private
sectaor.

This led me to develop 4 rather simple hypotheses,
First, most people want to stay in shape (I'm talking both
physically and mentally). Second, costs of health care are
skyrocketing and everyone has felt it or is about to feel it.
Third, from 50% to 90% of the people who are in
physicians’ offices need emotional help more than
physical repair. Fourth, most of us who have at one time or
another dealt with either insurance companies or
bureaucracies would rather keep the health care delivery
system out of the governmental bu reaucracy.

REAL BENEFITS

There are all types of employee benefits, but the most
important of all benefits today is a decent working
environment. I'm not talking about the layout of the plant,
or the number of windows or drinking fountains, or the
appointments in the women's lounge. I'm talking about
the feelings an emplayee has about his employer, his
fellow employees, and himself or herself.

As far as medical or health benefits are concerned, we
are now at a point where any well-informed and knowing
employer or union head can purchase for employees and -
members the best kinds of medical attention,

These programs are quite capable of relieving the finan-
cial burdens of health care. Yet, there is a major problem
faced by the employer or trustee today. On almost every
insurance renewal date over the past several years, the cost
of health care, through whatever the delivery system, has
increased from 20% to 100%.

Is this enough of a problem to be really concerned? Is
there a real social problem? I think so. When | first entered
this business — about 20 years ago — 4.5% of the GNP was
directed to health care. Today, with a greatly increased
GNP, we are spending just under 8% — about $94.1 billion
goes to the health industry.

In 1958, we wrote a health insurance program for the
employees of the City of Santa Monica with a premium
cost of $4/month per employee.” A sinilar program for
another municipality that we insure was lucky at the end of
1973 to get “only” an 80% increase in premium to
$18/month per employee. A jump of over 400% in cost for
similar benefits in 15 years!

Statistically, at least 9 out of 10 people today in the
United States (about 203 million) have some form of
coverage. Some 81 million are covered with major medical
insurance. Despite this, a great number of employers or
unions either can’t afford or don’t have the kinds of pro-
grams they should have. Authorities are now telling us that
medical care costs are the leading cause of personal bank-
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Zy in the United States.

it seems to me that there has to be a way to achieve a
better delivery system. The present programs do not seem
to be working. | hold now, more than ever, the strong con-
viction, based upon my own observations and experience,
that we cannot effectively turn the concern for health care
over to a governmental bureaucracy. Medicare, with its $2
billion plus overrun, and the continuing problems of
Medi-Cal here in California certainly aren’t the kinds of
solutions any of us are seeking. Let me say, however, that
as a concerned citizen, and one who happens to be a part
of the health industry, I was one of the few who welcomed
both Medicare and Medi-Cal as urgently needed and long
overdue.

PSYCHOLOGICAL HEALTH PLAN

What is the answer, if any, to the runaway cost of health
care? | think it is this. I believe that 50% to 90% of the peo-
ple who are in physicians’ offices are there because they
really have some kind of emotional or behavioral problem.
If this is true, then we must target on that objective and put
mental health benefits at the forefront of our delivery
system, instead of using it in some ancillary way at the bot-
tom of the system with limited benefits and limited effect.

I think the answer lies within a psychological health
plan. A system that gives preventive care by reducing or
removing stress.

While doing research, I was fortunate to have a meeting
with Dr. Hans Selye — the internationally reknowned
expert on stress. In an exchange of follow-up
carrespondence with him on the thesis of mental health
treatment as a replacement for expensive physical care, he
stated: “Adequate mental and emotional care would
necessarily diminish an enormous group of so-called
psychosomatic diseases which are ever more prevalent in
today’s society, especially among people working under
great stress.”

And who isnt today? Under a psychological health plan
we can simply state that by paying attention to and making
available adequate mental health benefits we can effec-
tively reduce the cost of other, physical care utilization in a
health delivery system. Admittedly there is little substan-
tiating statistical data. Several studies have been done . ..
all, in my opinion, lacking in one respect or another.

The Kaiser research, for its population, showed a signifi-
cant diminution in the utilization of general care facilities
by the use of psychotherapeutic intervention and treat-
ment. Using control and experimental groupings, they
discovered that just one visit to the mental health center
produced a 60% reduction in utilization of the general
care facilities at Kaiser! This was reported as a totally
unexpected discovery. Further, during the 6-year study
period, those in “short-term” treatment (2-8 sessions)
showed an almost unbelievable 75% reduction in their use
of the physical care facilities during the 5 years after
discontinuing treatment! These statistics have remarkable
implications.

In summer of 1973, at a symposium on health care in
London, England, it was announced by a prominent and
responsible executive in the British National Health Ser-
vice that 65% of the expenditures of the British National
Health Program were incurred in hospital charges. Of
these charges 50% were for patients with mental or
emotional problems! The evidence seems to be piling and
it would seem ridiculous to ignore it.

-April 1975

I believe a psychological health plan that is wel ,o-
searched would fit prominently into every health care
delivery system. It should stress prevention and there
should be providers who are available in their offices all
over California, who can be seen privately without gelting
involved with company or union personnel offices. There
should be no stigma and there should be complete con-
fidentiality.

The plan should have a professional standards review
system in order to assure quality of treatment and, most
importantly, be able to assure subscribers of a concert of
professional opinion as to treatment prescription. This
could provide the necessary mental health arm for pre-
paid health plans and eventually health maintenance
organizations. Also, the insurance industry could replace
their very limited “mental illness provision” with a
psychological health plan. :

Eventually, the plan could have specialized programs for
detoxification for certain appropriate groups. Also the
plan could put preventive ideas' to work by helping
employer and union heads with employee and manage-
ment relations.

I think by encouraging utilization, my research indicates
that a price could be set in the Los Angeles metropolitan
area (depending, of course, upon demographic
characteristics) at about $4 per month per family unit. |
believe this to be a viable concept and an ambitious
undertaking.

Frank L. Benedict, Rapporteur

“It Takes More
Than Money”

Speaker: BERT A. JOHNSON
Regional Staff Supervisor, Pacific Telephone Company

At the turn of the century minority groups were seeking,
and gaining, admittance to the wider community in this
country. Irish, Italian, Jewish, Polish, Slavic, and other races
lived in what we would now call ghettos. History’s wheel
has turned full circle and new groups now seek admit-
tance: blacks; Spanish-speaking people from Puerto Rico,
Mexico, and Central and South America; Asians and Pacific
Islanders; and our original Americans, the “nations” that
Columbus called Indians. Much is being done to absorb
these groups into the mainstream of American economic
life — some of it foalish, some wise, Mr. Johnson describes
some of these efforts. For over 30 years Bert Johnson has
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STATTSTICS: FOR USE WITH CPHP

I

II.

National Health Care Expenditures: Health care expenditures have increased
dramatically during the past decade. The tollowing: statistics emphasize
that fact and poini to the nced for cost contalnment programs.

A. From the Wage and Price Control Board (April 1976) — "The Problem of
Rising Costs of Health Care'. .

1. 1965 - 339 Billion spent for health services: 5.9% GNP
1975 - $116.5 Billion spent for health services: 8.3% GNP .

2. 1965 ~ Average Hospital Stay = $311.00
1975 - Average Hospital Stay = $1,110.00

3. 1965 - 3$14.44 Tax Expenditure per Capita for llealth Care
1975 - $132.00 Tax Expenditwre per Capita for lealth Care

4. 1965-1973 - Annual employer contribution to employee health
plans increased 164%

5. .1975 — $555.00 per Capil:a speni on Health costs: 104 of an
individual's income -

6. Since 1965, thare has been a 12% Increase per year in health
care costs.

B. From the Consumer Price Index (CH1).
1. 397 of Health Care Costs were for hospital care - In [os Angeles
a semdi-private room costs about $110.00 and Intensive Care is
$325.00 - $75.00 per day.

2. 194 of Health Cure Costs were ror Physiclans' Services

C. PFrom Business Tnsurance maguvine:  "Momployeo Benetits" ) December 15,

1974.

"In 1976, it will cost 20%-30% nore Lo provide the same health
insurance benefits as in 1975."

D. From the Naticonal Institute of Alcohol Abuse.

"In 1971, treatment ror aleoholism accounted for 124 of the $68.3
billion h=alth costs for Adult Amerdicans.”

E. From statistics released by General Motors — An example of' costs in
the private sceror affecting the vetaill prices pald by consumers.

In 1974, the expenditure for health premiumns was preater than the

expenditure forr steel. This cost component wias Lhe second hiphest of
the price ot an automobile — second only to wapes.

Two questions raised by the Council on Wage and Price Control regarding
health costs: :
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A. What are the opportunity costs? What are we ngan up in order to
-sperd this increased amount for health care?

B. Wnat return is thes nation receiving from this drastically increased
spending? Has the overall health improved? Has the overall quality
and delivery of health care inproved?

‘ental Health Studies: CPHP is a plan that provides an answer for
reducing health care costs throupn quality mental health intervention.
The followinyg statistics illustrate the need for a prominent mental
health program and the beneficial effects of having such a program.

A. HKaiser-TPermanente (Follette / Cunnings)
1. A study of its 1,250,000 members showed 68% make doctor visits
for complaints for which no organic cause could be found.

2. A special study involved 152 individual patients over five years:
a. 80 attended a single psychotherapy session —-- there was re-
duction of nedical utilization by 60%.

b. 41 attended 2-8 sessions: Their medical utilization was
reduced by 75%.

¢. 31 attended 9 or more sessions and substituted ps vchotherdpy for
doctor visits.
B. Group Health Association Study (Prepaid health plan in Washington, D.C.)
1. 256 patients studied

2. Psychotherapy reduced medical utilization and lab X-Ray proce—
dures by 30%

C. Florida Alcoholic Rehabilitation Program Study (Illinois Bell Telephone)

— Cited a decrease in sickness disability of approximately 46% after
a one year involvenent with the rehabilitation program.

D. Statement from HL4 Conference on High Blood Pressure - November, 1976.
1. "High blood pressure has cost the nation an estiymted:
"...$8.6 billion in lost wages...

", ..additional (losses) for medical bills..
"...52 million man-days of lost production."

o TP

2. "Today, there are 75 million employed‘Americans. 15% or 11.25
million are known to suffer from high blood pressure or some form
of cardiovascular disease..."

SURVEY: Presented to the National Council on Wage and Price Stability
by the Washington Business Group on Health (formed at the suggestion of
the Business Foundtable's Health Legislation Task Torce and representing

_aliost every major United States based corporation on the New York Stock

Exchange). 'The survey emphasizes the private industry's concern over

health care costs and various methods adopted to contain these costs.

CPHP, belng a pre-pald, out-patient plan, that. focuses on prevention,
addresses its=1f to the majority of approaches mentionad.



Tage Three

A. Of 189 major employers swrveyed, 48% indicated they were conducting
or establishing a cost containment program.

B. Three significant impacts of programs:

1. The cost savings techniques represent an endorsement for the
preventative-care approach!

2. Health education is increasingly viewed as a critical component of
both quality care and cost savings.

3. Expanded coverage of home health, ambulatory care/out-patient care
is viewed as cost-effective and quality improving.

C. Dleasurement of Savings included:
1. Lower compary contributions to health fund or insurance premiums
2. Reduced lost time for employees
3. Lower hcspital utilization
4. Tewsr incidences of illness
D. Most Common Mechanisms Used to Affect Costs:
1. Health Education
2. Altered covérage to encourage preventive and outpatient care

Peer and Utilization Claims Review

2= W

Multiphasic health testing (health screening and testing procedures)

(e

A Special study on multiphasic health testing (MHT) revealed:

1. MHT can be a major stimulus to increasing; patient awareness aboub
health habits and life-style alternutives.

2. DMHT appears to be the best and least expensive way to meet OSHA
requirements.

3. DMost effective dppllcatlons are for health hazald groups and
pre-employment.

4. Most important factors for establishing the MHT program:

a. Reduce employee disability - 57% employers surveyed
b. Boost employee morale - 364 employers surveyed
c. Comply with regulatory requirements - 34% employers surveyed

5. The survey stressed the fact that only with a follow-up program
can substantial benefits be derived from MUT.

¥ This is another important facet of CPHP. If results indicate
hypertension, stress, alcohol problems, etc. CPHP can be
utilized as an extremrely cost-effective follow-up program.




~age Four .

F. Individual Case Studies

1. Kennecott Copper - Hmployees who received mental health counseling
reduced medical utilization 55% and unexplained absenteeism by 33%.

2. Bechtel - Program for alcocol, drugs, emotional problems - Program
costs ol $150,000 have been more than oft—set by reduced lost
time, lower hospital utiliwzation, fewer incidences of illness,
increased work etticlency and "overall morale improvement! .

3. IBM - 72,821 employees examined — 4,075 were found to have heart
abrnormalities ~ hypertension was eliminated in 81% of the cases
after identification.

V. Conclusion: As a regular component in any established health care
system, CPHP can be used as an effective cost containment program. Survey
results also indicate a mental health program has substantial effects on
employee morale and productivity. In addition, if used in conjunction with
a multiphasic health testing program, CPHP offers a low cost means of
effective follow-up.
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Procter

Mr Cheirmen, Members of fhe Cocmmittee; Staff, and Visitors:

My neme is Dr. Robert L. Procter and I am a practicing clinical
psychologist certified in Kansas. I have been asked by Dr. Henry Remple,
President of the Kansas Psychological Association; to convey to you the
strong interest and concern of the Kansas Psychological Associétion in
support of mandatory group heaith insurance to cover nervous and mental
conditions, drug abuse; and alcoholism. |

The KPk is the state professional organization of psychologists
dedicated to the use of psychological principles as & means of promoting
human welfare and tc promoting the highest standards of conduct and
qualificetions of psychologists. The KFA was originally a branch of The
Kansas Academy of Séiences and beczme autonomous in the early 1940's.
There are approximately 500 psychologists in Kansas and 400 psychologists
who have been certified under Kansas law. |

I have worked in Kansas as a psychologist for fourteen years:
in Kansas State Mental Health Institutions, Mental Health Centers, as
the Chief Psychologist in the State SRS System, and for the last three
year as the chief psychologist of a non-profit group of mental health
practitioners in Topeka.

The main points the Kansas Psychological Association would like
to make today are:

1. Mental health, alcoholism, and drug abuse are mzjor

health protlems and should be covered on a parity
with physical illness.

2. Results cf the last decade in mental health indicate

that early outpatient intervention decreases thre use

or duration of hospitalization thus lowering costs
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and increasing productivity in the long run. FExpanding
the availability of these services will bring these
benefits to more Kansas citizens.

Many recent studies have shown that the utilization of
mental health, alcoholism, and drug abuse outpatient
services lowers the rate of utilization of other
physical care facilities thus lowering costs.
Mandatory coverage of nervous and mental conditions,
alccholism, and drug abuse could provide financiél
support for ccmmunity health centers, state hospitals
and other elements of the mental health system which
include non—profit-treatment agencies and private
practicing psychiatrists and psychologists.

Mandatory coverage would provide relief from the
spifaling medical costs of the Kanéas Social ard
Rehabilitation Services Department in that: many
people upward-bound from Medicaid coverage, would have
greater fleiibility in finding gainful employment and
being able to continue the treatment they need.

Kansas Psychological Association would like to call the attention

of the Sub—Committee to certain conditions whick are undesirable and subvert

attempts to provide adequete ccverage:

L

Unfortunately, mary insurance policies currently exclude
alcohol and addictive disorders ffom their hospital benefits
to which the person would otherwise be ertitled.

Despite the intent of the Kansas Iegislature in enacting

a freedom of choice law so that in Kansas a citizen with



mental health coverage cen utilize the benefits to see either
a peychiatrist or a psychologist, there are many policies
which are placed with carriers chartered outside the State
of Kansas which deprive Kansas citizens cf the mental

health benefits which the policy seems to provide. In -
surance companies with home offices in states othér than
Kansas may have different and restrictive laws with un-

desirable exclusions. The Kansas Psychological Association

hopes this sub-committee can meke recommendations for

legislation whick can eliminate these inequities which
currently exist and prevent them from heppening in khx any
future legislation.

The Kansas Psychological Association would favor no de-

ductible or co-insurance for the first several visits

sc that people with emoticnal problems may be encouraged

to seek help rather than disccuraged from seeking it.

Finally, mental illness, alccholism, and drug abuse are expensive

tc scciety in loss of productivity and taxes. They fragment families and

prod

L

ice sccial ard physical impairments which are expensive to ameliorate

ard, when allowed to centimue, magnify their tragedies throughout every

aspect of the sccial and eccnomic system. Mandatory insurance covering

tres

=

=

disorders adeguately is a sound investment which will return financial

ccial benefite tc the citizens of Kansas in the long run.

Thark you for allowing The Kansas Psychological Association

= privilege of hearing these remarks.
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“hairman, our testimony today may be summarized by these statements.

Those disorders and dysfunctions generally referred to as mental
{llness constitute a major health problem and should be covered on
a parity with physical illness under National Health Insurance.

Costs of mental health services are not unreasonable.
Utilization of mental health services 1is controllable.

ytilization of mental health services tend to lower medical,
surgical and laboratory diagnostic costs of users.

A state level Professional Standards Review Committee fashioned
along lines of the federal PSRO 1is one of several mechanisms avail-
able to control quality and cost of psychological services in 50
states and D.C.

Providers of mental health services are in short supply.

Psychologists, especially trained, duly licensed, geographically
well distributed and accepted as qualified health providers by
both public and private insurance carriers should be recognized
under National Health Insurance Plans.

TR



COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HEALTH
U.S., HOUSE OF REPRESENTATIVES

November 14, 1975

Mr. Chaifman, members of the Health Subcommittee of the Committee
on Ways and Means, I am Charles Kiesler, Ph.D., a psychologist and Executive
-Officer of the American Psychological Associgtion. I am accompanied here today
by Herbert Dorken, Ph.D., a psychologist with the Langley Porter Neuropsychiacric
Institute at the University of California system in San Fréncis§0 and currently
chair of the APA's Committee on Health Insurance; and Clarence Martin, Executive
Director.and General Counsel of our sister organization, the Association.}or the
Advancement of Psychologye.

Mr. Chairman, the Board of'Directors of the American Psychological
Association adopted in July 1971 a position statement on National Health Care.
These principles remain valid and I would like to take this opportunity to

restate them..

"j}. All persons should have equal access to all health services,
regardless of the ability to pay or of other circumstances such as
geographical location.

2. The health care system should protect the individual's rights
in regard to human dignity, privacy, and confidentiality.
3. Funding of the system should provide for each of the following:

(a) direct services for both prevention and treatment of physical and
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mental illness; (b) a full range of health manpower, including
necessary training and upgrading of health care personnel at all
levels; (c) reséarch into the causeg of illness and its treatment;
(d) public education and other populationmofieﬁted programs of
prevention. |

4, The health care system should permit the individual freedom

of choice among the full range of health gervices and providers of
these services.

§. Consumers, as well éa.providers oglhgélth serviceg, should have
an opportunity to participate in the devglqpmenﬁ of the health

care system.

6. Redress for grievances resulting from the providing of
personal heélth services should be available from review bodies
which include both consumers and health professionals.

7. The quality and availability of health services should be
evaluated continuously by both consumers and health professionals.
Research into the efficiency and effectiveness of the system should .
be conducted both internally and under independent auspices.

8. The syétem of health care should be responsive to the fin&ings of
review bodies, to the'reSults of research, and to emergence of

new concepts of service." '

Since the adoption of those principles, much has happened in the

field of health which reinforces the need for a national health system.

i e e e S S

1-Adopted as a position statement of the American Psychological
Association by its Board of Directors on July 8, 1971. Based on a
report of the Task Force on National Health Care (Victor Raimy, Chairman;
Andie L. Knutson; William Schofield; S. Don Schultz; and Milton Theaman);
John J., McMillan (Staff Liaison) and Jack G. Wigglns (Liaison from the
Committee on Health Insurance); and the Board of Professional Affairs.
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Total federal expenditures for personal health.setvices have incréase&
86 percent to an estimated $28.6 billion for fiscal 1975.

The naﬁion is now spending 8.3 percent of the tofal value of the -goods
and services it produces fof health care.

Our national health statistics, however, remaln poor in comparison
" with other industrial nations.

Tﬁe members of this Committee and its predecessor committees in
past Congresses have heard testimony on scores of healthlcare-bills.

- The problems raised by these bills are many and the solutions
offered by the hundreds of witnesses are often conflicting, seemingly irrecon-
cilable or just down right too expensive.

No one at this moment knows what an ideal health system will °
look like. We can probably reach a comnsensus, however, on what that ideal
system should achieve. It should achieve a long productive life, minimal
'{l1lness and disability, effective treatment of unavoldable trauma and disease,
rapid restoration of optimal functioning following disability, humané treat—
ment, equitable access to quality care; and at a cost that permits the
realization individually and governmentally of other desirable social and
personal goals.

I would like, Mr; Chairman, to address myself to several items
which I hopé go to specific concerns of this Committee, the interest of the
public and the potential contribution of American psychology.

The Committee must be concerned mot only with the need for a

service but with the cost. Health benefits must be paid for and we must all
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be concerned with cost both as taxpayers and as reéponsible citiééns?i

There is ample feason tq urge that-mental health propleﬁs Eé a.f'-'
major concern of naticnal health programmingn‘ Mental health problcms are
debilitating and often seriously impéir or prevent employment. They canrand
do lead to physical illness. They place inordinate demands on che time Qf
medical practitioners not equipped by training to cope with them. lDégé 3

indicates that psychological disorders are frequently the factors pracipltaLnng

-

a visit to a physician. ' o _' S i

Reasonable mental health benefits, provided by qualified expérléﬁgé
mental heaith practitioners including psychiatrists and psychologists wl]l
reduce the per capita cost of health care. 7

The availability and provision of mental.health services ﬁ;ve Beep
shown through research to reduce dramatically the extent of subsequept'use of
surgical, in-hospital and diagnostic laboratory services.

From the available data it appears that there are in the United
States somewhere between 8 million and 10 million persons preaently utilizing
mental health services.

It is further estimated that an additional unmet need exists for
11 to 16 million individuals.

Evgn if the incidences of need remain constant and increases
only proportionate to population increases are projected, an additional
number will.come in need each year. Kramer's data does show that patient

care episodes increased from .63% of the population in 1946 to 1.03% in 1955,

1.2% in 1963 and 1.99% in 1971. ‘Utilization of mental hospitals during this
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period declined from 61% in 1955 to 25% of'the reported episodes in 1971
Outpaﬁiedt clinics and community health centers accounted for 617 of ther
gpisodes. ’ |

An iﬁcrease in total episodes as well ag greater utilization
of outpatient treatment argue the necessity of a health policy which not
only covers mental treatment in hospitals and other institutional settings,
but in outpatient facilities and private uffice sattings as well,

'We strongly support the concept that defined mental health
{mpairment, clearly delineated, should be included under National Health
Insurance. We recognize also that it would be inépprop?iate and clearly
impractical to try to include all huﬁan i11ls, mental or physical, under
National Health Insurance. Limitations of treatment methods and utilization
review of accepted treatments are necessary and proper 1ﬁ a NHI scheme.

Recent developments in the treatment of meﬁtal health problems have
focused on the concept of individﬁalized treatment plans for every patienf.
The individualized treatment plans include the nature of the problem, the goals
for treatment, and the steps or procedures to be taken to meet those goals.
It is no longer acceptable to simply state that a patient is under treatment.
Every patient should have an jndividualized written treatment plan based on
an assessment plan derived from diagnostic procedures developed along proven
psychological principles.One of the'greét advantages of such a treatment plan
is that it pro#ides careful monitoring of the effectiveness of the treatment

provided to each patient. It also provides for very careful control of the

2 Kramer, M., Division of Biometry, NIMH
"Issues in the Development of Statistical and
Epidemological Data for Mental Health Services
Research" 1974
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kind and amount of treatment provided. Individualized treatment plans are
now required for meéting accreditationrstandards and have been required by
court actiom.

Psychologists have picneered in the development of specific tf&dtm
ment plans. The psychologist's basic orientation in the behavioral sciences
with a special focus on mental health has encouraged psychologists to care-
fully monitor their treatment approaches. Psychologists wete anolved in
setting up behav1oral or measurable objectivés to treatment plans for some
time. This very Special orientation cf the psychalogist in the treatment of"
mental health problems permits not omly careful monitoring of the treatment
approaches but also effective evaluation of the outcomes of those approaches.
With individualized written treatment plans which include objectives it is
possible to determine to what extent the treatment plans are succeedinge
Rather than maintaining a treatment approach which would not 1ead to changes,
this system of individualized treatment plans permits the changing of treat-
ment strategies tn meet individualized patient needs. It also tends to
maximize the treatment given by any therapist for any patient. This procedure
has now been incorporated in the Standards for Providers of Psychological

Services adopted by the American Psychological Association.

LIMITATIONS OF TREATMENT

One of the significant concerns raised in any discussion of National
Health Insurance coverage for mental health services imvolves the possibility
of coverages for a range of treatment approaches some of which may not be

standard or acceptable treatment methods. There have been in the mental health



page severn

field innovativg treatment approaches, some of which are clearly in the experi-
mental stage and many of which may never achieve acceptance by the majority
of the professionrand would therefore never become acceptable standard procedures
of the profession. It is critical that any National Healch'lnsurance plan
proyiae adequate coverage for the treatment procedures which have become
acceptable,'reaéonable trearment methods meeting the standards of practice
and ethi;s of the profession. )

There are several controls and restrictions in this regard which
should be pointed out. The training programs for clinical and counseling
psychologists which exist in the major universities and hospitals throughout
the country receive approval or accreditation by the American Psychologic%i
Associafion after careful review of all components of those programs. The
accreditation process by the American Psychological Associlation assures a
_very significanf degree of control over the nature and quality of training
programs for the future health service providers in psychology. The
accreditation system provides reasonable and acceptable standards for insuring
that the training of health service providers in psychology includes the
standard and well-founded psychological principles and techniques which have
proven useful in the mental health field.

Another aspect of the professiﬁn's concern with reasonable
acceptable treatment procedures are the established Standards for Providers
' of Psychological Services, the Code of Ethics and Professional Conduct, and
other professionally designated control systems.

Psychology's peer review programs now in effect in all 50 states,
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provide perhaps the most gignificant control in this area. VYeer review organ-~
{zations have already proven extremely useful in providing the appropriate

checks and balances to treatment approaches by mental health professionals.

Given the current organization in all the states and the early successes of

the peer:reviev system, it is-gnticipéted that the peer review experiences

will provide an efﬁicient and reasonable method of monitoring treatment approaches

as well as insuring the best service available to every individual patient.

“,

FOCUS OF TREATMENT

. The focus of the mental health coverage should be on the imﬁairment
of the individual rather than on any specific treatment épproach. That is,
coverages should be identified by the nature of impairment with the specific
treatment plan_to be determined by the individualized problem and treatmént
plan. One of the great problems in the mental heélth field is that some
individuals will identify almost anything as being a reasonable psychological
or mental health problem and therefore the cost projections become astronomical,
This is clearly a distortion. The most accepted epidemiological estimates of
the incidence of mental health problems in this country range around 10 té
20%. This is the percentage of individuals identified as being impaired in
some fashion in their coping and requiring sﬁme kind of treatment. The
population at risk then, for mental health insurance reaches a maximum of
approximately 20%. Moreover, many of the problems which may be identified
as mental health problems have in the past and continue to be seen by ﬁhe

general medical practice field. That is, there are existing mental health

services which are being provided by health programs not necessarily identified
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as mental health. A large portion of a pediatriciaﬂ“s work for example, con-=
sists of dealing with a range of developmental, behavioral, and othe% mental
health problems of the infant.

The recent expérience of insurance firms in the coverage of mental
health problems provides good data for delineating those services which should
be reimbursable. It has become VELY obvious that it is possible to identify
those services which should be reimbursable and to eliminate those.which
should noﬁ be reimbursable. The great cnncer;.of unlimited coverage for a
range of human condition problems has been solved and controlqmetﬁods existe.

We will cite specific examples under the cost and utilization material later

in this testimony.

Who treats mental illness

The number of psychologists and psychiatrists providing health
services are about evenly divided. Most providers in both professions function
in multiple delivery systems as well as in teaching, hospital and outpatient
servicés. Psychologists are better distributed geographically than psychiatrists
and there is a consistent trend towards recognition of psychologists as primary
health providers in private'insurance contracts and state and federal programs.

Estimates of total professional manpower in health delivery services
by psychologists and psychiatrists have been estimated by DHEW as 28,332
physicians specializing in Psychiatry of Neurology (1972) and 26,927 psycholo-
gists (1970) in health providing serviﬁes of some kind on a part or full time

basis.
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An American Psychological Association study in 1972 reported the
following findings for psychologists in health delivery settings: 36% identi-
fied themselves as clinical psychologists; 19% weré employed in hospital
settings; 6% in medical schools, and 15% in clinics; 8% of the clinical
psychologists were engaged in research and 137 were engaged in management
or admipiétration.' Only 2% weré foreign trained.

Psychologists practice in nearly all health care settings, with
frequency of practice being approximately equally distributed among private'
practice, out—patient cliﬁic, and hospital_based practice. In hospitals,
psychologists may be on thg professional stéff or the affiliate staff or on
the hospital salary payroll. Psycholegists are part of most Health Maintenance
Organizations, and are involved in most Community Mental Health Centeré, *
gsometimes as program directors. They less commonly practice in Foundations
for Medical Care, although they are included in such Foundations in several
states. In California, recent legislation provides that in Health Maintenance
Organizations offering mental health services, the staff shall include both
psychologist and psychiatrist and the consumer shall have personal choice and
direct access to either provider.

Psychologists are on the staffs of all accredited Medical:Schools
in the United States, and will typically have clinical as well as teaching
and research responsibilities in such facilities.

Fee or funding arrangements for psychological services are quite
varied, being rather evenly divided between fee-for-service charges and
indirect charges included under hospital costs or similar organized health

settings. The fee-for-service billing by the psychologist is the most common
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practice for licensed psychologists functioning as independent professioﬁéls,
and is probably the least expensive to the consumer in the long run, becéuse
it does not include capital cost, overhead and other indirect expenses of an
intermediary institution or professional referral.
Recognition of psychologists as independent qualified mental health

service providers has recently been reflected.by HEW spokesmen:

"The tradition that all service must be

provided by a physician or ungerrhis guidance

is now giving ﬁay to practical re;lity. As

an example of this trend, as of January 1, 1975,

all government employees' insurance plans will

.permit payments ta psychologists, without

requiring a physician's supervision.

This more practical attitude should be encouraged

3
by all of us."

A number of other federal and state programs recognize psychologists
as primary health providers.

The Rehabilitation Act of 1973--Public Law 93-112--recognizes
psychologists who are licensed/certified according to State statute, along
with physicians, for diagnostic and restorative services to beneficiaries.

CHAMPUS recognizes the autonomous practice of clinical psychology

in its nationwide health benefits program which covers dependents of military

3Address by Charles C. Edwards, M.D. Assistant Secretary for Health, U.S.
Department of Health, Education and Welfare to the ADAMHA Annual Conference

of the State and Territorial Mental Health, Alcohol, and Drug Abuse Authorities,
Washington, D.C. on November 21, 1974. The reference is to the McGee-Waldie
Act (S2619/HR9440) which became P.L. 93-363 on July 30, 1974,
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personnel, retired military personnel, and other beneficilaries.
| CHAMPVA 1is a new program for disabled veterans which recognizés
psychologists as agtonomous'practitioners.

Community Mental Health Centers regulations provide that psycholo-
gists may serve &8 program directors.,

Veterans Administration provides that directors of VA mental
hygiene clinics may be qualified psychologists or other mental ﬁealth
professionals who will be responsible for the “formation and general supervision
of administrative activities'inherent in the professional programs of tﬁe
clinic.

Veterans Adminisération regulations provide that psychologists and
other health proféssionals licensed/certified by the State may provide services
on a fee basis to out-patients through VA clinics. |

The Work Incentive Program (WIN) accepts professional evaluétions
by licensed/certified psychologists as well as physicians, as to evidence of
determinable mental impairment.

Work Injuries Compensation of Federal Employees coverage has been-
broadened so that the definitions of "physician" and "medical, surgical and
hospital services and supplies" include clinical psychologists. (Public Law
93-416).

The Social Security Bureau of Disability Insurance accepts the
reports of psychologists without physician referral or endorsement as evidence
of disability for social security benefits. |

Health Maintenance Organization legislation (Public Law 93-222)

includes clinical psychologists among providers of services.
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Department of Defense includes psychologists in its policy which
providés that‘"any qﬁalified héalth professional may command OT exercise
administrative direction of a military health cére facility...without regard
to the bfficer‘s basic health profession." |

Some major health-insurance carriers have recognized the dis-
advantages ofrmandatory medical referral/supervision and have voluntarily-
included psychologists as ;ufonomous providerg of services in many of their
contracts. These firms include, but are notqiimited to Aetna, Guardian,
Liberty Mutual, Maésachusetts Mutual, Occidental, Prﬁdential,_Travelers,rand
Teachers Insurance and Annuity Association (TIAA).

At thié writing twenty-three states and the District of Columbia
- have enacted legislation requiring private major medical heélth insurance’
plans to make difect payments to psychologists in the same manner as payments

are made to physicians without prior referral or supervision in plans providing

mental health coverage:

Arkansas Massachusetts New York Washington
Califormia Michigan Ohio Oregon
Colorado Mississippi Oklahoma Connecticut
Kansas Montana Tennessee Minnesota
Louisiana Nebraska Utah Maine

Maryland New Jersey Virginia
Fifteen states give this kind of independent provider recognition

to psychologists under their state Medicaid plans:

California Montana Ohio
Connecticut New Hampshire Oklahoma
Hawaili New Jersey Oregon
Maine - New Mexico Tennessee
Minnesota New York Utah

(except New York City)

The geographical distribution of psychology's service providers does
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not differ signiiicantly by region from the 1970 population census:
'"Psycﬁologist service providers are distributed
throughout the United States in approximately the
sa@e éa{ that the total population of consumers of
psychqlpgical services are distributed.
Geographic maldistribution, at least regionally,
apparently does not apply to psychqlogiata.“‘a

An in depth study of geographical distribution in one state is-

the 1974 Ohio study by James T. Webb, Ph.D., Ohio Psychologist, (July 1974),

XX, 4, 5-12, coples of which were submitted to this committee by us on April 15,
1975 and September 26, 1975.

Utilization and Cost

At the presentrtime, it has been estimated that in the United States
we are spending around $3 billion a year for the diagnoses and treatment of
mental conditions. The cost of undiagnosed, untreated conditions has been
estimated at $24 billion annually, includiﬁg $10 billion in lost wages, $2
billion inrlost taxes, $2 billion in the transfer of spendable income and
$10 billion in improper diagnosis and ineffective treatment. The cost of
untreated mental conditions is eight times the costs of direct services.

William Follette, chief psychiatrist, and Nicholas A. Cummings,
chief psychologist, both of the Kaiser Foundation Hospital and the Permanente

Medical Group of San Francisco, California, have recently completed a study,

QWhiting, J.F., Dorken, H., Psychologists as Health Service Providers,
Professional Psychology (1974, Aug.), P.P. 309-319.
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yet unpublished, on utilization of psychological services in the Kaiser
experience.

The Kaiser Foundation Health Plan in the Northerﬁ California Region
is a group~practice prepayment plan, offering comprehensive hospital and
professional services on a direct service basis. The composition of the
subscribers 1s diverse, encompassing most-sociomeconomic groQﬁsg During the
period of the study, the psychiatric clinical{staff in San Francisco‘ccnsisfed
of.psychiatrists, clinical psychologists and other mental health service

‘providers. Their eight year follow up of the program produces the following
Vconclusions:
Persons in emotional distress were significant}y
higher users of both inpatient and outpatilent medical
facilities as compared to the Health Plan average;
There were significant declines in medical utilization
in those emotionally distressed individuals who re-
ceived psychotherapy ag compared-to a control group of
matched emotionally distressed Health Plan members who
were nof accorded psychotherapy;
These declines.remained constant during the five years
following the termination of psychotherapy;
The most significant decllaes occurred in the secound
year after the initial interview, and those patients
receiving one session only or brief psychotherapy (two

to eight sessions) did not require additional psychotherapy

e e St e i e e e e s G

5Cummings, N. and Follette, W., "Brief Psychotherapy and Medical Utilization:
An B Year Follow Up." Chapter 10 in "The Professional Psychologist Today;
New Developments in Law, Health Insurance and Health Practice," Dorken, H.
and Assoc. Ed. Pub. Jossey-Bass (in press 1975).
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to maintain the lower level of utilization for five

years;

Patients seen two years Or more in regular psychotherapy.
demonstrated no over-all decline in total outpatient
utilization inasmuch as psychotherapy visits tended to
supplant medical visits. However, there was significant
decline in inpatient utilization in this long-term theraﬁy

group from an initial hospitalization rate several times that

"of the Health Plan average, to a level comparable to that

of the general adult Health Plan population;

During the entire period of the study, as well as in the
insured years before and after the eight years of this *
study, the utilization of mental health services was con-
sistently for inpatient (hospitalization) one-half per
thousand insureds, and nine per thousand insureds for
outpatient services. The average length of hospitalization
remained under eight days, and the average outpétient psycho-
therapy series remained at 6.6 visits;

Sixteen years of prepayment experience demonstrates that
there is no basis for the fear that an increased demand for
psychotherapy will financially endanger ﬁhe system, for it is
not the number of referrals received that will drive costs up,
but the manner in which psychotherapy services are delivered
that determines optimal cost-therapeutic effectiveness. The

finding that one session only, with no repeated psychological
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vigits could reduce medical utilization by 60% over

the following five years, was surprising and totally
unexpected. Equally surprising was the 75% reduction

in medical utilization over a five-year period in

those patients initially recelving two to eight psychotherapy
sessions (brief therapy). The clinic procedure was to

offer early and incisive intervention into the patient's
crises problem, get beneath the manifest symptoms to

his/her real concerns and offer understanding and therapy
within the very first session itself.

We can, as a nation, invest more monies on direct servicés for
mental conditions and, at the same time, obtain significant savings in tax,
monies, prevent loss of money to employers aﬁd employees alike while promoting
human welfare! Reasonable mental diagnosis and treatment can be made available
to all citizens for a reascnably low cost, and the costs of treating these
mental conditions will be offset by substantial reductions in the costs of
other health services.

Review of the literature shows that mental conditions can reduce
efficienéy on the job by 20%, tend to increase absenteelsm significantly,
result in the higher use of medical benefits and spuriously inflate the cost
of health insurance contracts provided by employers. It has also been found
that mental conditions result in under-employment and, with appropriate inter-
vention and treatment, individuals with mental conditions can be rehabilitated
into productive lives in which their incomes produce new tax money, 6ff—setting

the cost of treatment and reducing thelr burden to welfare rolls and state
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hospital sys;ems.

When comparing the cost of treatment for mental conditions, it
becomes evident that psychological therapy is the treatmeﬁt of choice in
the large majority of cases, with drug therapy running a second choice and
hospitaiization a third. However, the utilization of mental health services
curreﬁtly geasureﬁ byAdollar costs is just the reverse. Hospitaiization
;ends to ﬁe over—utilized and could be reduced by one-third. Meéication,
where prescribed, may be used ineffectively amd frequently avoids getting
down to the basic problem, which can be uncovered through psychotherapy.
Psychotherapy,‘thuugh a costly procedure, is an insurable benefit ahd, in
the final analysis, appears to be a most effective way éf intervening into
mental behavioral conditions. ' ¢

Failure to diagnose and treat mental conditions puts an undue
burden on the delivery of other health services. There is general agreement
that about 60% of the patients going to family doctors' offices for physical
symptoms have a psychological problem which is either a primary problem or
aggravates the physical conditions or interferes with effective treatment
regimens. |

Studies also indicate that high users of medical services are
frequently emotionally distufbed, often suffering from mental depression.
Other studies indicate that if appropriate recognition of mental conditions
is made, medical utilization by these individuals can be reduced by as much
as one-third, off-setting the cost of mental diagnosis and treatment.
Studies further reveal that the general practice physician himself frequently

does not recognize mental conditions, and, if he does, he may not know how
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to treat or how to refer the patient for appropriate help.
In éne of the few studies in an indust;ial setting
(Kennecott Copper, Utah}, acéess to mental health
and counseling services showed a before and after
reduction of hospital and medical-surgilcal costs
{55%) énd absen;eeism (52%) for the treated employee.
A comparable control group showed no favorable
change over time. "

Other sets of data indicate that with appropriate treatment, pecple
with mental conditions5 including the mentally retarded, can become géinfully
employed;rincrease their incomes, improve their job efficiency, réduce sick
time and absenteeism from the job. The cost of direct services for mental
conditions can be offset by new tax monies on incrgased earnings to these
individuals.

The cost of training the necessary manpower, the making of manpower
available to various segments of the population, and the cost of needed
research must be borne in mind in calculating the cost of services. However,
comparing the cost of mental health manpower with the cost of training
phvsician speclalists reveals that it is cheaper to train mental health
specialists and have them déal with the mental conditions at the earliest
entry point into the health system. Reliance upon‘the primary physician as
a referral source for mental conditions is not only a costly, but an inefficiént
way to get people into treatment.

Costs of mental health benefits under various insurance programs

have been surveyed by a number of sources.



crden L e et ph.,

page twenty

As the single largest group health plan in the Uﬁited States,
as well as a plan with virtually unlimited mental disorder insurance, the
experience of the Civilian Health and Medical Flan of the Uniformed Services
should Be of particular interest.

Dorken's5 study.of the CHAMPUS experience in those 10 states
which constitute the concentrated use of CHAMPUS in FY 1973 reveals a great
deal of information relatable to National Health Insurance.

The benefits available under CHAMPU§ in 1973 for mental disorder
were almost unlimited. In the 10 states studied, the insured population
under CHAMPUS consisted of 3.26 millipn individuals. Mental disorder utili-~
zation of the benefits consisted of 1.87% of the insured. Total cost per
user avgraged $1,138 (government cost $929)Iin the year, , _ o

On a perrcapita basis these extensive mental health services were
at an annual cost of $19.82 (CHAMPUS cost $16.15 or on a monthly basis,
$1.35) per capita.

The total mental health services absorbed 12.8% of the total
health benefit fﬁnds before any adjustment for the savings they afforded
from the decrease in utilization of physical health benefits, such as have
been demonstrated in every program tracing the adjusted cost of mental
health benefits.

- 0f the unadjusted 12.8%, 58% was expended for hospital services,
30.5% for outpatilent visits (all procedures, all professions). Of the out-
patient visits, 46% were to psychiatrists, 23% psychologists, 10% social

workers, 2% attending physicians, and the 19% balance distributed among all

——— e e

5Dorken, H., "CHAMPUS Ten State Claim Experience for Mental Disorder FY 1973."
Paper presented to American Psychological Convention, New Orleans, 1974,
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other therapists and clinics.

The unadjusted percentage of the total ﬁealth benefit funds.

utilized by CHAMPUS is nearly twice as high as most pians report, This ia
probably due to two factors, the nearly unlimited extent of the benefits |
and the special make-up of the patient populaﬁion,

The 1974 hearings before the Senate Post Office and Civil Service
Committee on the 1973 Federal Employees HealtE.Benefit Act found Blue Cross
and Aetna reporting much lower figures, Policies nndér these two plans préﬂ
vide coverage for aboup 80% of the insured under FEHBA. Aetna reported a
mental disorder utilization experience of 1.2% and the Blues reported 1.1%.

Méntal disorder cost for Blue Shield-Blue Cross represented an
.unadjusted 7.3% of total claims and have for several years remained inthe
1% rangé. The plans cover over 5 million beneficiaries and based on the 1972
utilization rates for mental health services, 65% of wﬁich were u;ilized by
rhospitalized inpatients, show a cost of $11.92 per covered person (or less
.than one dollar a month).

In 1971 Aetna cost allocated 8.6% to mental disorder coverage; and
in 1972, with psychologists recognized directly, without physician referral,
the cost dropped te 8.5%.

Clearly, there is variance in utilization among age groups, sex,
type of employment, socio-economic level, and type of insurance coverage
available. Such variance notwithstanding, the growong body of reports, make
if evident that meaningful mental health benéfits are well within feasible

fiscal 1limits. Indeed, there is some evidence, particularly from service in
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organized settings that the provision of mental health services can reduce
other health plan utilization. These findings speak clearly to the need for
comprehensive health benefits with continuity of care and Incentives to

community based alternatives to hospital care.

Spiro (Am. J. Pub. Health, 1975, 65, 139-43) compared fee service
to cost financing in a union program and found that over the four-year period

only 2.73% of the population at risk used mental health benefits. Utilization

&

never exceeded 1.3% per year. Cost remained éeli under 50 cents per month

per capita. "The removal of restrictive deductibles and early co-insurance
produced none of the predicted dire effects." Hospitalization was found to

be substantially higher in fee service clients. Removing barriers to hospitali-
zation while placing restrictions on outpatient care, is a good way to ruﬁ
program costs up. |

Scheidmandel summarized considerable utilization experience

(Psychiatric Annals, 1974, &4, 58-74). She notes that all the group practice

plans have much lower rates of hospital admissions and days of care than do
fee service plans., Of plans reporting officé visits, these rahged from an
average of 4 to 15 per patient. Less than 10% of patients had more than 20
visits to a psychiatrist in a year.-

Cohen and Hunter (Am. J. Orthopsychiatry, 1972, 424 146—53)-compared

a fee service indemnity coverage to a community mental health center (CMHC)
for retail clerk union groups in Los Angeles over a seven year period intended
to provide saturation level services., Different patterns of utilization were
apparent. Inpatient'services accounted for 337% of costs in the Merged Trust

Indemnity Plan, 8% at the center though overall utilization was higher
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1.6% vs, 5.6%, The greater utilization through the center yielded higher

_costs but a lower cost per user, $345 vs. $245. It is concluded that hospita14

jzation can only be avoided when community services are available in méaﬁingful
quantity unless the community is to become a dumping ground for hospitalized
patients.

Mendel (American Psychiatric Association Conveqtionp 1973) reported
on prepaid experience with 6,000 welfare patients in Southern Californiaq-
Utilization averaged 5.8% of the population with only oﬁé case hospitai;;ed;.
The psychiatric care cost 41 cents per member per mqnth, The importanCé 6£‘
this study 1is that it contradicts the conventional wisdom that the indigent
population is a higher risk forrcoverage than the employed.

Substantial evideﬁce indicates that utilization of mental health
benefits do not produce an unwarranted demand for services that will financially
endanger a health insurance program. |

The utilization of mental health benefits reduces medical and
surgical utilization of the program‘and early availability of mental health
treatment in outpatient facilities reduces the utilization of high cost |

institutional care.

" Quality of Service

Psychologists are licensed or certified by statute in 47 states
and the District of Columbia. The three states without statutes (Missouri,
Vermont, and South Dakota) presently have legislation pending. ¥

The standard for licensing developed by the American Psychological

*NOTE: (Since the time of this testimony the legislation has been enacted
in the three remaining states.)
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Assoclation noﬁsists;of a doctoral degree, a comprehensive written and oral.
standard ex&mination, as well as supervised experience.

The Council for the Hational Register of haalth Serviqe Prcviders
- din Psycholcgy was estahlished at the Lequest of the Board of Directors of
the American Psychelagical Associacion to the American Board of Prafessional
Psychology. The Nacicnal Register of Health Service Providers in Psychology,
a voluntary listlng, is designed to identify psychologiats who are. licensed

or certified to practice in their states and who are health service providarse

Though only recently published the Reglster has already been adapted by Blue
Cross=-Blue Shield for its governmentwide federal employee plann=

Certification or licensure of psychologists under state law is not
by specialty'designagion per se, no more than are physicians, dentists or :
lawyers licensed by specialty practice under their applicable state laws. The
Register is designed to complement such statutes by identifying those
licensed/certified psychologists who are health service providers.

The Council for the National Register has developed a very éareful
review process to assure that psychologists who are included in the Register
will have had the minimum tralning and experience in the health services

field. Specificélly, to be included in the Register, the psychologists must

have a doctorate degree from an accredited university (except for a few who

have many years of practice and have been licensed at other academic levels)

and must be licensed or certified by the Boards of Examiners of Psychology

at the independent practice level.in their states or the District of Columbia,

and have a minimum of two years of supervised health service experience.
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‘The Council for the National Register was established in recqgﬁié'
tion of the need‘for the development of a system‘by which various gcverﬁmentai#Z'
health services, other organizationsg and indiv1dual consumers can identify

psychologists wha meet the. standards of practice in their states and whc have

training_and experience in the health services field The hational Register9

working closely wlth the statutory State Boards of Examiners of PsychologigLs
throughout the country and with other public and- professional organizations
identify psychologists who maintain the standards of their profess;on through
state licensing and certification, and who are ﬁrained and exﬁerienced in the
delivery of health services.

The first National Register of Health Service Providers in Psychology

was published in July of 1975. This Register identifies psychologistarthroughm

out the country who meet the above-mentioned standards, assures the public,_

-government agencies, and others that the persons included meet the criteria

established by the Council for the National Register, base& on the professional
Standards of the American Psychological Association. The Register and supplement
list approximately 7,500 licensed psychologists who meet the criteria of health
service provider.

There are other safeguards within the profession of psychology to
insure responsible professional service. .

For twenty years the American Psychological Association with its

affiliated state organizations has operated a system enforcing its Code of

Ethical Conduct.
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S Organized psychology is developing a eYetem of Professional Stenderdﬁ ;
Review Committees at the Federal PSRO system, to review the quelity, ceet, e T g
and epproprieteneee ef service beyond the strictures of ethieel conducpﬁ This &t

system is currently operetienal in all fifty eLaLee and the District of

Columhie, and even at thie early stage in its development, it is obvious thet

‘it is very effective in identifying and. controlling excessive cost, over-
éfhr ' utilization and questionable precticeen It hee ‘also proved he1pful in Verifytng ‘
| the utility of couventional and innovative rherapeutic techniquee, .
Psychology believes that peer review is an absolute necessity in
the continuing development of mental heelth eetv;ces as well as in insuring
economical and responsible treatment for those who seek mental health services
today. We view the government's PSRO system with great hope and believe that
if properly developed; PSRO will be a mechanism for determining more effective
and appropriate treatment procedures in an area of health service where many
questione remain unanswered. Psychologists do not believe that a great deal
can be accomplished for the future under a peer review system and a mental
health delivery system which retards the effectiveness of an open relationship
between the professions working in the mental health area. By assuring access
to the different disciplines in mental health, thereby imposing on them the
responsibility of working tegether to find better ways of treating emotional
and mental disorders, through PSRO, the Congress will have established the
groundwork for rapid future progress in mental health. By failing to adequatly
recognize the interdisciplinary nature of mental health service, the Congress
will have not so much damaged the profession of psychology as it will have

damaged the opportunities for better service to the public in the future.

G
ST
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SUMMARY OF THE STATEMENT
to the
INTERIM STUDY COMMITTEE
KANSAS STATE SENATE AND HOUSE OF REPRESENTATIVES
SPECTAL COMMITTEE ON COMMERCIAL AND FINANCIAL INSTITUTIONS

on the subject of
PROPOSAL 13

A Study to Determine the Desirability of Mandating that Group
Health Tnsurance Contracts Provide Coverage for Nervous or
Mental Conditions, Drug Abuse and Alcoholism

June 28, 1977

on behalf of

THE KANSAS ADVISORY COMMISSION ON DRUG ABUSE
and

Personal and Professional Interests in Problems of
Drug Abuse, Alcoholism and Nervous and Mental Conditions

Mr. Chairman, my testimony today may be summarized by these statements.

1.

The mandatory inclusion of nervous and mental conditions, drug
abuse and alcoholism in health insurance contracts is both
necessary and feasible.

Health insurance is a necessary part of the broad array of
funding resources required for coping with drug problems.

Drug abuse, alcoholism and nervous and mental conditions
are inter related and treatable as are other health problems.

Both consumers and providers need the resources available
through health insurance.

The nature of the problems make it necessary that inclusion
be mandatory rather than optional.

There is clear and adequate data, and precedence for nositive
and decisive action on this lepislation.

ALk, 4



TESTIMONY

by

THE KANSAS ADVISORY COMMISSION ON DRUG ABUSE
and

Personal and Professional Interests in Drug
Abuse, Alcoholism and Nervous and Mental Conditions

to the

INTERIM STUDY
KANSAS STATE SENATE AND HOUSE OF REPRESENTATIVES
SPECIAL COMMITTEE ON COMMERCIAL AND FINANCIAL INSTITUTIONS

on the subject of

PROPOSAL 13

A Study to Determine the Desirability of Mandating that
Group Health Insurance Contracts Provide Coverage for
Nervous or Mental Conditions, Drug Abuse and Alcoholism



JOINT KANSAS STATE SENATE AND HOUSE OF REPRESENTATIVES
INTERIM STUDY
SPECTAL COMMITTEE ON COMMERCIAL AND FINANCTAL INSTITUTIONS

June 28, 1977

Mr. Chairman, members of the Joint Interim Study Special Committee
on Commercial and Financial Institutions, I am James W. D. Hartman, Ph.D.,
a psychologist and Chairman of the Kansas Advisory Commission on Drug Abuse.
I am here to strongly urge passace of the legislation being studied. I
serve as member of the Kansas Advisory Commission on Alcoholism and the
Kansas Psychologiéal Association PSRO. (Peer Review) In my professional
work T am in my 34th year of Federal service at the Veterans Administration
in Wichita, Kansas, and 23rd vear of private practice 1in clinical psychology.
My professional work has involved problems of nervous and mental conditions,
drug abuse and alcoholism which are interrelated in many ways, particularly
in treatment areas. My activities 1in recent years have related to the es-
tablishment and development of the effort against drug abuse in Wichita and
throughout the State of Kansas. These activities have been in part respons-
ible for the establishment and development of a variety of things including
the Kansas State Authority on Drug Abuse which enabled Kansas to participate

in Federal funding of drug abuse efforts.

Federal funding of the drug abuse effort was from the beginning seen
by those of us working on the Commission as pump priming funding. The

purpose was to provide financlal support to do the start up work at the



state and community level. It was not and is not considered appropriate

or possible for federal funds to maintain community and state drug abuse

programs.

A part of the start up work needed is the identification and estab-
lishment of appropriate local funding resources to maintain a system to

handle the problems associated with drugs.

It seems clear that in addition to state and Federal resources a
broad array of funding resources are needed to combat problems assoc-

iated with drugs.

Some aspects of the problems will always need Federal, State and/or
Community tax money assistance. Other aspects will always need to be
private, personal responsibility. Too much reliance on either resource
area is bound to fail. It is unlikely, for example, that any state
could provide more state tax money for drug problems than New York state
has under Governor Nelson Rockerfeller's administration. The lack of
efficacy of this program should prove to be a valuable learning experience

regarding one resource domain fundings.

It also seems clear that resources for funding in the area of
prevention effort has been the slowest to surface both in terms of what

is needed and what resources are available to meet those needs.



The subject of vour study is a means of establishing an important
rung in the ladder we are building to get to the top of the drug problem.
It is a means, a resource for people to take care of their own problems
at a preventive or early stage of development. It is a means of prevent-
ing families with such problems from being forced on to welfare rolls

requiring tax money support.

Health insurance does assist a person and family to be self reliant,
to avold exhausting their resources financially, physically, mentally,
to continue working, to maintain family relationships, to maintain
physical health, to maintain mental health. Drug pnroblems threaten

all of these.

My first meeting where mandatory health insurance was discussed was
The Little White House Conference held in Wichita in 1954, Since then
health insurance has become a reality that is widely accepted. 1Its
availability as a natural part of being employed in many instances has
provided persons affected by health crises with 1ife saving and life

easing assistance.

As acceptance of health insurance increases, planning and reliance
on health insurance has also increased. Today most people who are
painfully employed rely on health insurance to prepare for their health
service needs. To the extent that this works satisfactorily people are

healthier and happier because of it. Frequently, when problems of nervous



and mental conditions, drug abuse and alcoholism occur, the individual

discovers - too late - that his insurance doesn't cover it.

The bills that accumulate for him to pay can be more depressing and
more defeating than the illness. The 1llness itself, bv its nature, if
not treated in early stapes, depletes the person's resources (mental,

physical. financial) for providing for his health needs.

Making inclusion mandatory gives recognition to and preventive con-
structive action apainst problems created by the i1llnesses involved.
.\"e_'"'}
Nervous and mental conditions, drue abuse and alcoholism are, accompanied
i

by the rational judgment and pood planning necessary for voluntary deci-

sions to include these benefits 1in an individuals health insurance policy.

Such persons typically avoid concern for the future, willingness to
plan and work for long term goals and generally support the attitude of
letting someone else worry about the future, payine bills, etc. That's
what happens. They deplete their Tesources, let themselves get so run
down before they get help that someone else has to take responsibility
for it. Relatives, friends and welfare pget stuck with the bills. The
community gets stuck with derelicts on the streets. Industry loses people
with skills they can use. Insurance assures a way for the individual to

provide for his own needs.

As health insurance provides nervous and mental conditions, drug abuse
and alcoholism care, professional help is utilized earlier and earlier in
the progression of the illness. The earlier treatment is provided, the
greater is the success. Uhere parents have health insurance that covers

b



their adolescent children - drug abuse can be treated at the time in
early stages before drugs have contributed to the development of a
personality handicap and a necessary dependence on some kind of crutch
the rest of their lives. TFinancial support for early treatment also
prevents parents from becoming bankrupted physically, mentally or

financially by the effects of the problem.

Typically people who receive treatment in the later stages of the
problem are on welfare and need continued treatment as they get rehabil-
itated enough to become employable. Unless health insurance is available
treatment cannot be continued when the person returns to work and thev
lose welfare assistance. Hence, the vicious revolving door process
occurs: in.which they lese their job. return to welfare, re-initiate
treatment, etc. Health insurance provides a means of continuing treat-

ment as needed to become stabilized on the job and stay off welfare.

Another important factor is the availability of professional peonle
prepared to help with such problems. If a professional person 1is to be-
come adequately prepared to treat drug abuse problems he must do enough
of it to become proficient. Without health insurance to cover the costs
of providing his services - the professional would become financially
bankrupt. Hence, many professionals cannot treat these problems and

the services needed by the consumer are not available.

Some of you no doubt read a recent article in the Wichita Fagle
entitled: '"Drug Abuse Programs Aren't Working". The article was based

on observations of heroin programs for hard core addicts only. The

-5



article did not include observati,

-arly intervention and non-narcotic
drugs. The article did not pertz: - ¢. vow: ®inds of programs beine conducted
by tne Kaiser Foundavion, Kemneest “&. .. unc others thay show as high .s an

A% cure rate for al-s-pl problems .

Such early intervention PTOgIams slc il pursued JY KESEST CITpLTa~
tions including Beech Alrcrafe, Pizza o= s- Lear Jeg, Tl
effective programs ar= dependen¢ WPOL L il G fnsurance oo
vices needed for treament and vehabi 4ta o Such comsurie s ﬁrﬂﬁ;;

ing the necessary coverage for cnefr emplore s hacause it is cost effective,

and saves valuable human beings .

Most individzzis are unprepared ¢o handle the costs involved wivr:

lusurance =zg: siavcs=. Most pPevr.e are not aware they need it or ..

i1:, or that —¢ takes special actuion o et 3uci needs covered.
The need is clear.

Is it feasible to mandate inclusion of drdg abuse in health {ins.v. -
coverage? Tha answar ig yes. It is feasible. It is not only feasis

it 1s humandy warrsnga peconomically advantageous.

Much datsa nas been accumulated nationally over the ilas few vears
result of affavrgs oy the Mental Health Association of America, the Ame - icen
Psychologica’ Agsociacdon, other mental health profess::c:_ crganizations

as well as th: organfzations specifically concerned wi.: “ruz abuse, sueh

sl



as the National Association of State Drup Abuse Coordinators and the
National Institute on Drug Abuse. Within Kansas the state drug abuse
and alcoholism units, the state Mental Health Association, the Kansas
Psychological Association and other health professionals organizations
and private sector programs have both utilized and participated in the

development of national data.

At this point, Mr. Chairman, I would like to provide you with

bibliographies, reports, summaries, etc. of data on such questions as:

1. Precedence for such a legislative step by other states

7nclﬂdhﬂ:ﬁ?ﬁjﬁﬁfa—cﬁ¥19*6thér*Btﬁfﬁs; 16 since 1973, who
have such legislation: active or pending.

2. Cost of providing such coverage.

3. Decreasing effect on cost of covering other health needs,

4. Relevance to pending National Health Insurance legislation.

5. Importance of professional standards review committees to
review the quality, cost and appropriateness of service
beyond the guidelines of professional codes of ethics.

6. Control over what treatment is to be provided.

7. Identification of who provides the treatment.

8. Precedence for establishing drug abuse and alcoholism
as well as nervous and mental conditions as a treatable

illness on an equal level with physical illness.

staff
Your researchkmay find this resource material useful. If your

deliberations raise questions I can help resolve, please feel free

to call 4 pe.



Mr.

Chairman my cesiin-oy tocday mAY be SUMMATL s U . .oSe@ statements.
The mandav.  _--lcusicn of .arvou. and mear. . ~ions, :
drug abuse &« _lconolism i health insurs-e: - o =-acts

is both neci:.. .~ and feasi:le.

Health iasuy . :z. is a necessary pave of | . .- cray of
fundivg . so. ..o required for coping w: - Ce. . solems.,
Drug abuse, . _.cholism ané nervous and mes . .> ions are

IOLE
interrelaces -2 treat:ble as are other o -sdlems.

Both consume:: and previders need the resuuﬂ &s avaliable
through heai ' {insurancs. :

The nature si _ae probiems make it necessary ..:: inclusious

~be mandatory rather than nptional"—"“““——”“”_;“_“_*_‘_“_‘_“_'_"

There is Cle&f and adequate data, and precedenc: “or posigive
and deci:ziv: action ou thi: legislation.
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Mr. Chairman, Committee Members

Over the past years the members of the Association of Directors

with the Mental Health Association in our attempts to develop legislation

—— necessary h*pafmphf in manv 1ananrpq ' . 5

e : Our Assomatmn would very much 11ke to e11m1nate this exclusxon,
== = = == — ——

and at this point, I will not go into all of the other reasons for such insurance

measures, as they have already been prov1ded you by Harriet Grlfflth

President of the Sedgwick County Mental Health Association Board of

Directors in her testimony to you yesterday. Instead, I wish to strongly

underscore her remarks and add that our Association is in full concurrence

with her recommendations.

Clinton D. Willsie, President
Association of Directors of Community
Mental Health Centers of Kansas

June 29, 1977 I
e k. Z
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BLUE CROSS anp BLUE SHIELD
FEDERAL EMPLOYEE PROGRAM

—— NERVOUS AND-MENTAL BENEFITS

ASA"PERCENTAGE OF TOTAL BENEFITS, BY CONTRACT PERIOD.

PERCENT
= - 1IN ! S |1 31 /.| N :
e 1t PERIDDsm—_m“_———nm-BENEF{TS YT =T ¥ S ——
— JULY 1, 1960 THROUGH
0CTOBER 31, 1961 ~$ 3,763,000 2,117
NOVEMBER 1, 1964 THROUGH
DECEMBER 31, 1965 $13, 649,000 | h,517
JARUARY 1, 1966 THROUGH
DECEMBER 31, 1966 $13,205, 000 4,767
JANUARY 1, 1969 THROUGH
DECEMBER 31, 1969 $29,777,000 6.20%
JANUARY 1, 1971 THROUGH
DECEMBER 31, 1971 - $49,107,000 /.047%

JANUARY 1, 1974 THrROUGH
DECEMBER 31, 1974 $92,000,000 * 10.00% *

* ESTIMATED :. - ,;gE;A{ 4//



n
W
o

June 29, 1977

TO: Jack Roberts
FROM: Tom Miller
- SUBJECT: ESTIMATED ADDITIONAL COST TO BLUE CROSS AND BLUE SHIELD TO

—_— COMPLY WITH HOUSE BILL 2381 AT 1978 COSTS AND ENROLLMENT LEVELS

Monthly Rate

Single Family Total Annual Cost
Basic Coverage ‘ $0.70 $1.75 $1,740,000
———;—“ Major Medical (With No
5 Psychiatric Coverage Now) 1.60 3.52 4,549,000
Sub Total 5230 $5.27 $6,289,000
— Major Medical (With
Some Psychiatric Coverage
Now) (0.62) (1.82) 725,000
Total $7,014,000

Note: There are different numbers of Subscribers on Basic and on Major Medical.

TM:nk
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SOCIAL AND REHABILITATION SERVICES
Alcohol and Drug Abuse Section
June 29, 1977
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alcohol and drug abusers.

2. Alcoholism and drug abuse are the most treatable of all diseases
e with a recovery rate of 75 to 85%.

3. Costs for treatment in non-hospital settings ranges between
$20 to $45 per day as compared with 965 to 8190 pei day 4in
hospital treatment. (See Attachment A).

4. Less loss of time and money from on-the-job accidents and down
time.

= 5. The data show that substantial increased costs
their group hospital costs simply have not mate

by companies in
rialized.
6. Alcoholism and Drug addiction are diseases. Insurance coverage
wr. should not discriminate against these two diseases. 42 CFR 86
g of May 4, 1977, prohibits discrimination against alcoholics and
drug addicts.

s &



Coverage Questions

Employers Insurance of Wausau, Wiscon-
sin, makes the statement that, *“We think in-

surance ought to work for a living.” If you are
~seriously considering a-loss-contrel pregram

for alcoholism in your company, then one of
the areas you should investigate is vour in-
surance coverage, particularly that of group
hospitalization. Ask yourself this quesiion:
Is your group hospitalization coverage work-
ing to the disadvantage of both the company
and your emplovees? Are vou presently pay-
ing for the repetitive hospitalizations result-
ing from the complications arising out of
alcoholism?

Somewhere in your early deliberations you
will be called upon to make a decision either
to cover alcoholism as a legitimate illness
or perpetuate the system which says, “Cail
it by some other name and we will cover it
under our group contract.”™ While you are
looking at your group contract, you may also
wish to investigate how you arc going to use
your insurance dollar in terms of alcoholism
treatment coverage. Mercly indicating that
alcoholic employees will be treated in any
licensed hospital will resolve the immediate
physical problem arising out of alcoholism.
but it does very little to resolve the chronic
alcoholism unless the employee has received
proper rehabilitation treatment, Certainly the
act of sending employees to a hospital merely
to dry out should be discouraged. During the
past lwo or three years, some companies are
beginning to designate those treatment centers
properly stafled and programmed to meet the
needs of this particular disability. Increasing-
ly, alcoholism is being included under com-
pany health benefits. The next step is to see
that such benefits are channcled toward treat-
ment centers staffed and equipped to resolve
two-thirds of the repetitive problems.

Once you have decided to include alcohol-
ism coverage in your loss control progranm. you
have every right to expect more than kind
words from your insurance company. You
are entitled to practical help designed 1o
show vyou how 1o reduce repetitive losses.
You have every justification in demanding
this type of help. Your insurance company
should not be alarmed that offering ulcohol-

ism coverage will result in mountains of
claim forms.

Companies which include alcoholism under
health benefits arc not reporting a substantial
increase in their group hospitalization rates as
a—result—of —alcoholism—claims.—Because of
social stigma, it is still difficult to get cmploy-_

€es 10 Use this health bencht Thercfore, we
should have no fear that legions of alcoholics
will somehow march forward to use the cov-
erage for aleoholism when it is included in the
group hmp-:a:. ation contract. It is a paradox
that this is one cover which we should
encournge employees to uw knowing that it
will hcip to resolve many future claims, and
yet it —has been—caticinciy—difficulito—get
emplovees to-use group hospitalization under

Consideration of a loss control program for
alcohulism entails a careful look at company
frinue ’Deneﬁt\ particularlv that of group

po!xc" statement tha: JL cholism w 1Il be con-
sidered “as any other illness™ if we make an
exception by indicating that it will be denied
underthe group hespitalization cs""*"""" The
inconsistency of this approach scon becomes
apparent to employees. It serves to perpetu-
ate the unwritten policy of concealment. Cer-
tainly insurance is not a cure-all for your
loss control system, but it is an important
component. It your loss contiol sysiem is
working in terms of referring people for treat-
ment. then vou can be reasonably sure that
your insurance program is working in a pre-
ventive manner, namely, to prevent next
week's auto accident. injury on the job, in-
jury at home, a possible lawsuit involving
product liability or a fire in the company
warchouse.

The point here is that insurance ought to
work for you in helping to resolve some of
the repetitive costs connected with this ill-
ncss. And it can if you give serious considera-
tion to the loss control methods outlined in
the National Council on Alcoholism's pam-
phlet. A Cooperative Labor-Management
Approach te Employee Alcoholism Pro-
grams.”

The above pamphler may be obtained by
writing to Labor Management Division, National
Council on Alcoholism, Inc., 2 Park Ave.. New
York, N.Y. 10016.
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Insurers and Insurance Plan Administrators have accepted the

premlse that Health Insurance coverage for treatment of Nervous and

Hental Disorders is dlfferent and unlque from Health Insurance e

-
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coverage for the treatment of other health problems. Much has been pai

uritten both conflrmlng and refutrng thls prﬂmlse. To dateF no

defin1tive sfatement has been made aﬁd health insurance pollcies

continue to contaln varlous types of exclusruns aﬂd llmltatlons
= T = ,. - X = Pz = =

-

of nervous and mental dlsorders.' Since the nnthod of fln_nclng is

a stong determlnant 1n the provisrou of treatment and insurance
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payments conetntute a conelderablc portlon of fundv.avatlao]e fox

the treatment of all 111nesses, the mentei health treatmont coverage

exciusmons and 11m1tat10ns prov1de barrlers to treatment; To

- overcome these barrlers, polltlcal act1v1t1ea of prov1ders, consumers

Sent

and advocates have: been dlrected at reducing or ellmlnating these
barriers.‘ Many States have enacted laws regulating the mandatory

inc1u51on of benefits for the treatment of nervous and mental

disorders. A staff search'through the codes of the States was

conducted and a brief deseriptien of the various statutes affecting
the insurance benefits available:for the treatment of nmervous and

f.dee g o!ElEé.-gt—*f= —

mental disorders is attached.
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Prerequisite tcran understandingrof the - Summary is a
familiarity with the types of exclusions and deflnltions of
the_ciasses of treatment. A list of deflnltlons and a list of
‘fceeueetlv.ﬁsed exclceides anc limitetioﬁs ace attached; Host :
of the exclusions and llﬁitacicne ace-deelgee& to reetrlct
coverage to acute shoft -term treacment- in theqpsychlatrlc unit
-'.;of a general hospltal and tc 11m1t relmbursements to the hospltalVl

nd to licensed phy51c1ans.- Services of other mental heelth
,practitioners, Communlty Mental Health Centers, State Instltutlons,
'4Part131 Hospltalizatlon Programs, Alcohollsm and Drug ﬁencndence
':Rehabilltatlon Facilltles and 1ong tern suppcctlve outpatlent

] theraples are frequently effectlvely excluded from insurance

' coverage.
This report summarizes the laws which have been enacted to

restrict the use of exclusions and limitations pertinent to the

insurance coverage of services to perscns with nervous and mental

disorders.
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5.

o,

Coverage for Inpatient Hﬁspitalization for Nervous and
Mental Disorders is limited to 30 days.

Sefﬁices of a State Mental Institution are excluded from this
contract.

Cutpatient services are limited to physician services,
laboratory tests, xrays.

Outpatient services of an Accredited and Licensed Gznerzl

. Hospital are covered.

Coinsurance is limited to 20% except for nervous and mental

e

“'disorders for which coinsurance is limited to 50%.

A maximum of $1,000 for treatment of nervous and mental
disorders on an outpatient basis,

After a deductible of $100, this policj will provide coverage
for 50% of a physician's services for nervous and mental
disorders for a2 maximum charge of $20 per session and a
maximum liability of $250.00. (This is thought to mean up

to $10/visit; up to 25 visits.)

ey




Coinsurance - that percentage of the cost of services for

which the patient and not the insurer must pay.

Deductible - the first dollar expense for which the patient
must pay before the insurer will assume any liability.

Inpatient Hospitalization — patient resides in a hospital

24 hours a day.

Outpatient Services - services provided to patients not

hospitalized and usually for periods of less than 1 hour.

Partial Hospitalization - a daily treatment program of

usually no less than 4 hours of treatment nor more than

. 12 hours of treatment. it may or may not provide sleeping

arrangements. It is for patients who don't need to be

- confined to a hospital but need more than one hour of

outpatient treatment per day.

Psychiatric Nurse Practitioner = Registered Nurse with

training and experience in the treatment of nervous and

‘mental disorders. : ' s : 2 g

-Psychiatric Social Worker - Clinical Social Worker specializing

in the treatment of nervous and mental disorders.

Psychiatrist - Physician licensed to practice medicine

specializing in psychiatry.

Psychologist = Clinical Psychologist with a Doctoral Degree.

e

. .



STATE

Idaho None
Illinois . Nome - Carriers may not deny claims for treatment
or services for mental illness rendered in 2 hospital

solely because such hospital lacks surgical facilities.

Indiana None
Iowa None
Kansas None
Kentucky None
Louisiana At higher premium option of policyholders, at

benefits equal to other illnesses or accidents for

services_by psychiatrist: licensed.psychologiét; or

licensed Social Worker under prescfiption of a

physician.

Maine None - Must provide for sefvices of licensed
psychologist as a physician,

Maryland Mandatory, Acute Mental Illness subject to improvement
through short term therapy - Minimum Benefits is 30
‘days inpatient, 507 outpatient - maximum 80% outpatient.
Must offer Optional coverage for Partial Hospitalization
as an inpatient bemefit, Must offer optional coverage

Massachusettsﬂ Yes 60 days confinement. OQutpatient - $500 oﬁer 12
month périod. Services of a Comprehensive health
service organization, licensed or accredited hospital
CMHC or licensed psychiatrist or psychologist.

Michigan None

MaRe



IS MENTAL HEALTH* INSURANCE COVERAGE MANDATED IN THE INSURANCE LAWS

OF THE SEVERAL STATES, AND, IF SO, TO WHAT EXTENT?
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‘; STATE

Alabama
AlaSka
Arizona
Arkansas

California

Colorado
Connecticut

Delaware

Florida

Georgia

Hawaii

None

None

None

None

May Provide or Exclude Coverage for Héntal Health
Serviées. If it includes services, must treat
licensed psychologist and licensed Social Workers

in same way treats psychiatrists. E

Mandatory Benefits - 45 days dnpatient, 90 days
partial hospitalization (defined in Colorado reg.).
Mandatory, 60 days inpatient, 1,000@ 50% Major
Medical for outpatient.

None

Mandatory at appropriate additioﬁal premium for group
policies only, 30 days inpatient benefit, mandatory if
outpatient benefits provided must have maximum oé 50Z
patient coinsurance; may be limited to $500.

None

None

*'"Mental health" may or may not include alcoholism and drug abuse.
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l i STATE ]’

Minnesota

Mississippi

Missouri
Montana
Nebraska
Nevada

New Hampshire

New Jersey
New Mexico
New York

North Carolina

(a) Group Plans Alcoholism ~ 28 days inpafient,
130 hours outpatient.

(b) Emotionélly handicapped chiléren - same as other
medical illness,

(c) Ambulatory Mental Health - 907 of first $600.00,
if by Hospital, CMHC, licensed psychologist or
psychiatrist.

Mandatory Alcoholism to $1,000 benefit, licensed

psychologists covered as physicians.

None

None

None

None

Mandatory, benefits equal to hospitalization for

other illnesses, outpatiént coverage for at least 15

visits - first two visits may be excluded. If coverage

is under major medical then same coinsurance and
deductibles as other illnesses to an optional maximum
of $3,000 per individual per year and $10,000 pér
individual per lifetime.

None

None

None

May not exclude State operated Nervous and Mental

Institutions ~ No Minimum benefits. .

(MoRE )
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North Dakota

Ohio
Okliaheoma

Oregon

Pennsylvania

Rhode Island
South Carolina
South Dakota
Tennessee

Texas

Utah

Vermont

Virginia

Mandatory coverage, groups of 50 or more, same as
other illnesses with minimum benefits of 70 days
inpatient or 140 days partial hosbitalization =

2 for 1 trade of partial hospitalization for
inpatient.

None

None

Coverage of Mental and Nervous Disorders must be
offered in group plans.

None

-

' Mandatory Outpatient of 50% copaymeant not to exceed

$1,000.

None
None
Mandatory inclusion for Mentally Retarded - if
excludes Mental Illnesses must specify.

None - camnot exclude tax supported hospitals if
benefit is offered.
None
Must offer as option and at additional premium if
ﬁecessary; 45 days inpatient and outpatient of 100Z
first 5 visits to 80Z thereafter to maximum of 3500 -
for partial hospitalization benefit shall be equal

to 45 day equivalents.

Mandatory 30 days inpatient

"
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Washington

West Virginia

Wisconsin

Wygming

"The right to be free from discrimination because
of race, creed, color, national origin, sex or
the-presence of any sensory, mental or physical
handicap is recognized and declared to be a Civil
Right., This right shall include .....(e) The right
to engage in insurance transactions"

Nene

Mandatory — 30 days inpatient including Nervous

and Mental Disorders, drugs and alcoholism
outpatient - first $500.

None




Colorado
Connecticut

Florida
IT11linois

Louisiana

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Nevada

New Hampshire

‘North Dakota

Oregon

South Dakota

Tennessee

Vermont
Virginia
Washington

Wisconsin

LIST OF STATUTORY CITATIONS

(Section 10-8-301) ~ Alcoholism - Mandated Offering
Section 10-8-116 ,

(Section 38-262b(b)(c)(d)) -~ Alcoholism
Section 38-174d - Mental Illness

(Section 627.668) - Mental & Nervous - Mandated Offering
(73 Section 979(10)) - Alccholism

(Section 215.5) - Alcoholism - Mandated Offering

(Section 477L) - Alcoholism - Mandated Offering .
(Section 477M) - Psychiatric Care - Mandated Offering

(C. 175 Section 110 H) ~ Alcoholism - Commercial Insurance Companies
(C. 1768 Section 4A) - Mental ITiness - Blue Cross Blue Shield
(C. 176B Section 4A) - Alcoholism - Blue Cross Blue Shield

(Section 500.3609) - Alcoholism - Mandated Offering

- (Section 62A.149) - Alcoholism & Drug Abuse

(Section 62A.152) - Mental Health

(Section 83-9.27, 29, 31) - Alcoholism

(Section 689B.030(5)); Section 689B.037 - Alcohalism & Drug Abuse
Mandated Offering

(Section 420:5-a) - Mental or nervous

(Section 26-39-01, 02, 03) - ‘Alcoholism, Drug Abuse, Mental Iliness

(Section 743.557) - Alcoholism
(Section 743.558) - Mental & Nervous - Mandated Offering

(Section 58-18-7.1, 7.2, 7.3) -~ Alcoholism - Mandated Offering

(Section 56-1167} - Alcoholism, Drug Abuse, Mental & Nervous -
Covered unless excluded

(CH. 107, Section 4089) - Mental I1lness - Mandated Offering

(Section 38.1 - 348.7) ~ Mental Disorders

(Section 48-44-240) - Alcoholism

(Section 632.89) - Alcoholism, Drug Abuse, Mental & Nervous

ek ny
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SECURITY BENEFIT LIFE INSURANCE COMPANY

FOUNDED IN 1892 &« 913/354-8461 ¢ TOPEKA, KANSAS 66636

Bill Wolf ‘

Legislative Research Department
State Capitol Building

Topeka, KS 66612

Re: Llegislative Proposal #13

Dear Bill,

Enclosed is a Tisting of the statutory citations of similar laws that are
presently in force as well as copies of those laws.

If we can provide any additional information, please advise.

'Yoqrsiﬁpyly,

“ Ross R. Freeman
Vice President, Secretary and General Counsel

Encls.
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