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The impact of parity coverage on
the quantity of behavioral health
services used by enrollees and on
the prices of these services was ex-
amined in a set of Federal Em-
ployees Health Benefit (FEHB)
Program plans. After parity imple-
mentation, the quantity of services
used in the FEHB plans declined
in five service categories, com-
pared with plans that did not have
parity coverage. The decline was
significant for all service types ex-
cept inpatient care. Because a pre-
vious study of the FEHB Program
found that total spending on be-
havioral health services did not in-
crease after parity implementa-
tion, it can be inferred that aver-
age prices must have increased
over the period. The finding of a

decline in service use and increase
in prices provides an empirical
window on what might be expect-
ed after implementation of the fed-
eral parity law and the parity re-
quirement under the health care
reform law. (Psychiatric Services
63:107–109, 2012; doi: 10.1176/
appi.ps.20120p107)

The 2008 Paul Wellstone and Pete
Domenici Mental Health Parity

and Addiction Equity Act (MHPAEA),
implemented in 2010, requires equity
between coverage for mental and sub-
stance use disorders and for other
medical conditions. Because of the
law’s recent implementation, there is
no empirical evidence on MHPAEA’s
effects, and rigorous study of the effect
of a national policy poses methodologi-
cal challenges. Therefore, it may be
informative to study the effects of par-
ity implemented in other contexts,
such as the comprehensive parity di-
rective in the Federal Employees
Health Benefits (FEHB) Program.

Previous studies have indicated that
when combined with management of
care, parity in the FEHB Program did
not increase total spending on behav-
ioral health care or the probability of
service use, but beneficiaries’ out-of-
pocket costs were significantly lower
after parity compared with enrollees in
unaffected health plans (1–3). These
results were attributed in part to
changes in health plans’ management
of care for behavioral health conditions

after implementation of the FEHB
Program parity directive (4,5). This ev-
idence is credited with influencing law-
makers to pass the MHPAEA (6),
which in turn set the stage for Con-
gress to mandate behavioral health
benefits in health insurance reform in
the Patient Protection and Affordable
Care Act (ACA) of 2010 (7).

At the time of the original evaluation
of parity in the FEHB Program, the
investigators did not explore whether
the quantity of specific services, such
as hospital care, psychotherapy, or
medications, changed or whether the
prices of these services changed. The
finding of no change in total spending
on behavioral health care in response
to parity might mask changes in the in-
tensity of use of specific services or in
the prices paid for them. The primary
focus of the impact of managed behav-
ioral health care has been on the quan-
tity of services delivered. Beneficiaries
and clinicians have expressed concern
that managed care organizations con-
strain utilization of care through re-
strictions and denials. Clinicians have
also expressed frustration with reim-
bursement rates paid by managed care
organizations. Instead of constraining
utilization, health plans or managed
behavioral health carve-out organiza-
tions could control total spending by
negotiating lower prices for specific
services or reducing the price of serv-
ices through use of less costly
providers, such as by hiring social
workers rather than psychologists or
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psychiatrists to provide psychotherapy.
One hypothesis is that parity led to an
increase in service use over time (as
expected by some advocates and oppo-
nents of parity alike), but health plans
managed to control total spending by
reducing the prices of the services to
balance the increase in use. A recent
study demonstrated that U.S. health
care costs are driven by high and rising
prices for services as much or more
than by increases in the volume of
services delivered (8).

This column addresses the question:
what happened to the quantity of use
of various behavioral health services af-
ter implementation of parity in the
FEHB Program, and what does that
say about the price of such care?

How did we assess the 
quantity and price of services?
To assess how parity in the FEHB Pro-
gram affected the quantity and price of
behavioral health services, we used a
quasi-experimental design to account
for secular trends in service use not as-
sociated with implementation of the
parity policy. We compared utilization
in seven large FEHB preferred-

provider organization (PPO) plans
from 1999 through 2002 (comparing
two years before and two years after
parity implementation) with utilization
in a set of PPO plans from Thomson
Reuters MarketScan database that did
not experience changes in behavioral
health coverage during this period.
Most of the comparison plans were op-
erated by large, self-insured employ-
ers. We studied service use by persons
who were continuously enrolled in a
plan before and after implementation
of the parity policy. Our study popula-
tion included persons with any use of
behavioral health services in either
1999 or 2000, the two years before par-
ity implementation. [Details about how
service use was identified are available
in an appendix to this column at ps.psy
chiatryonline.org.]

Key outcomes examined were the
quantity of services used within specif-
ic categories, including number of in-
patient days, total number of mental
health outpatient visits (combining
medication management visits, therapy
visits, and other types of outpatient vis-
its), number of medication manage-
ment visits, number of therapy visits,

and number of prescriptions for med-
ications to treat behavioral health con-
ditions. These services together ac-
counted for 98.7% of all behavioral
health expenditures in the preparity
period. Our primary interest was in de-
termining whether the distribution of
the quantity of services used within
each category changed after parity
(2001–2002) compared with the period
before parity implementation (1999–
2000) in FEHB plans relative to the
comparison plans.

We did not directly assess the change
in prices of these services, because this
can be complicated in administrative
data, requiring many, often untestable,
assumptions. Rather, we inferred
changes in average prices by directly
measuring changes in the quantity of
services in the five specific service
types described above. If after we con-
trolled for secular trends, the quantity
of psychotherapy visits, for example,
rose over after parity implementation,
then we would infer that because total
spending remained unchanged, a re-
duction in the price of therapy visits
had occurred. Again, it is important to
note that a decrease in price might be
attributable to either a reduction in the
reimbursement rate for the service or
the substitution of a lower-cost service
provider. Conversely, if there was a
clear pattern of declining service use in
various categories, then the lack of
change in total spending would be at-
tributable to rising, rather than declin-
ing, prices for care in the FEHB plans
compared with the secular trend of
prices for the comparison plans.

We identified 140,369 FEHB plan
enrollees and 70,456 enrollees in com-
parison plans who used any behavioral
health services during the preparity pe-
riod. The numbers of enrollees who
used any of the five specific categories
of behavioral health services are shown
in Table 1. Enrollees may have used
several of the categories of services.

We performed Kolmogorov-Smirnov
tests to compare the change in the
range of use of a given service from pre-
to postparity among FEHB and com-
parison group enrollees who used that
service in the preparity period. One
strategy for health plans in the FEHB
Program to control costs after parity
implementation was to contract with a
managed behavioral health care carve-

PSYCHIATRIC SERVICES � ps.psychiatryonline.org � February 2012   Vol. 63   No. 2110088

TTaabbllee  11

Differences in use of behavioral health services in FEHB plans and comparison
plans after parity implementation in the FEHB Programa

Difference
(preparity
minus postparity) Kolmogorov-

N of Smirnov
Service enrollees M SD test statisticb p

Inpatient days 1.02 .25
Comparison plans 1,117 –8.05 19.80
FEHB plans 3,123 –7.26 15.20

All behavioral health visitsc 6.53 <.0001
Comparison plans 34,720 –2.08 14.40
FEHB plans 72,026 –2.41 12.20

Medication management visits 2.24 <.0001
Comparison plans 7,466 –1.00 4.98
FEHB plans 12,978 –1.26 5.20

Psychotherapy visits 4.02 <.0001
Comparison plans 23,301 –3.07 15.50
FEHB plans 38,479 –3.98 14.20

Prescriptions for mental and
substance use disorders 6.26 <.0001

Comparison plans 64,795 .081 2.17
FEHB plans 122,044 –.174 2.10

a FEHB, Federal Employees Health Benefit
b The distribution of service use before the parity policy was implemented (1999–2000) was com-

pared with the distribution after implementation (2001–2002). Analysis of each outcome included
only individuals who had used that type of service in the preparity period.

c Medication management visits, psychotherapy visits, and other types of outpatient visits (such as
evaluation and management services)



out firm (4). As a sensitivity analysis, we
conducted stratified analyses to deter-
mine whether a plan’s adoption of a
carve-out contract before or after parity
might have affected the results. Be-
cause we conducted multiple tests (for
each category of service and for differ-
ent subsets of plans defined by the
presence of a carve-out), we considered
differences to be statistically significant
if the p value was less than .0001. Tests
were performed with the procedure
NPAR1WAY in SAS, version 9.2.

What did the analysis of changes 
in use reveal about prices?
As shown in Table 1, in both the
FEHB plans and the comparison
plans, a substantial decline occurred in
all categories of service use after pari-
ty was implemented (2001–2002)
compared with the preparity period
(1999–2000). For example, the mean
number of inpatient days declined by
7.26 inpatient days in the FEHB plans
and by 8.05 inpatient days in the com-
parison plans. Likewise, outpatient be-
havioral health visits declined by 2.41
visits in the FEHB plans and by 2.08
visits in the comparison plans. With
the exception of inpatient days, the de-
creases in utilization were significantly
greater for enrollees in the FEHB
plans than for those in the comparison
plans. The effect of parity on the quan-
tity of services used was also remark-
ably stable whether or not a health
plan had a carve-out contract before
parity or shifted to a carve-out contract
after parity (see online appendix at ps.
psychiatryonline.org).

Previous studies have shown that the
increase in total spending after parity
was no greater in the FEHB plans than
in comparison plans (1–3). Therefore,
the results of the analysis presented
here, which indicate that the quantity
of services used actually declined—and
declined significantly more in the
FEHB plans—suggest an increase in
the prices of these categories of servic-
es over the period examined. The re-
sults also suggest that the increases
were greater in the FEHB plans than
in the comparison plans.

What are the implications 
of a rise in prices?
This analysis suggests that the absence
of an increase in total spending after

parity implementation in the FEHB
Program was not attributable to a de-
cline in prices for services. That is, the
main impact of parity (and of changes
in care management that may have ac-
companied parity) was a decline in the
quantity of services delivered and not
in the prices paid. Despite an increase
in prices, out-of-pocket expenses de-
clined as a result of parity (1–3).

Results of the main analyses (as well
as the sensitivity analyses for use of a
carve-out for behavioral health man-
agement) suggest that care manage-
ment played a role in reducing the uti-
lization of services. Previous studies of
care management in the FEHB Pro-
gram suggested that plans used several
techniques to manage care, including
mechanisms as simple as requiring
written treatment plans (4,5). Other
managed care techniques that health
plans may have used to control increas-
es in utilization (including in the con-
text of benefit expansion) include prior
authorization requirements, utilization
review, and changes in the design of the
provider network. In this study, we
were not able to directly observe sup-
ply-side changes in the management of
care in response to parity implementa-
tion; we can only infer the effects. More
research is required to elucidate the
mechanisms at work between utiliza-
tion management and benefit design.

Providers and beneficiaries can ex-
pect that parity under the MHPAEA
may also be accompanied by changes
in care management. It is important to
note that one critical difference be-
tween the parity directive in the FEHB
Program and the MHPAEA is related
to care management. The Office of
Personnel Management, which admin-
isters the FEHB Program, encouraged
plans to use managed care techniques
to control any increases in behavioral
health expenditures that could result
from the parity benefit expansion. In
contrast, an important feature of the
MHPAEA Interim Final Regulations,
effective January 2011, is the applica-
tion of parity to both quantitative treat-
ment limits (for example, visit limits,
day limits, and higher copayments) and
“nonquantitative” limitations (for ex-
ample, utilization management, for-
mulary design, and criteria for partici-
pation in the network of behavioral
health service providers) compared

with services for other medical condi-
tions. Thus, under the MHPAEA,
health plans are required to apply plan
management techniques no more
stringently for behavioral health care
than for other medical care.

It remains to be seen how these reg-
ulations will be enforced in practice.
Findings from this study suggest that at
least in the case of the FEHB Program,
the quantity of specific services used—
rather than the prices of these servic-
es— declined in response to parity.
Full implementation of the MHPAEA
and of health care reform under the
ACA will provide additional opportuni-
ties to assess how benefit regulation af-
fects the price and quantity of services
to treat behavioral health conditions.
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