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The Patient Protection and Affordable Care Act will expand insurance
coverage to millions of Americans with mental disorders. One particu-
larly important implementation issue is the scope of mental health and
substance abuse services under expanded health insurance coverage.
This article examines current public and commercial insurance cover-
age of the range of services used by individuals with mental illnesses
and substance use disorders and assesses the implications of newly man-
dated standards for benefit packages offered by public and private
plans. The authors note that many services needed by individuals with
mental or substance use disorders fall outside the scope of benefits cur-
rently covered by a typical private insurance plan. Compared with oth-
er insurers, Medicaid currently covers a broader range of behavioral
health services; however, individuals moving into Medicaid under new
eligibility pathways will receive “benchmark” or “benchmark-equiva-
lent” coverage rather than full Medicaid benefits. If behavioral health
benefits are set at those currently available in typical private plans or in
benchmark coverage, some newly insured individuals with mental ill-
nesses or substance use disorders who are covered by private plans or
Medicaid expansions are still likely to face gaps in covered services. Pol-
icy makers have several options for addressing these likely gaps in cov-
erage, including requiring states to maintain coverage of some support
services, including certain behavioral health services in the “essential
benefits package,” and expanding eligibility for full Medicaid benefits.
(Psychiatric Services 61:1081-1086, 2010)

coverage under reform, including

he Patient Protection and Af-

I fordable Care Act (PPACA),
signed into law in March 2010

(PL 111-148 and see also PL 111-
152), mandates that federal agencies,
states, businesses, and individuals
take steps to expand health insurance
coverage in the United States.
PPACA is a significant step in increas-
ing access to mental health care for
millions of Americans who will gain

many individuals with moderate or
severe disorders.

However, the impact of coverage
expansions will depend on how sever-
al operational issues are handled by
state and federal agencies. One par-
ticularly important set of issues is re-
lated to the scope of mental health
and substance abuse services under
expanded health insurance coverage.

The authors are affiliated with the Department of Health Policy and Management, Uni-
versity of Pittsburgh, 130 De Soto St., Crabtree A612, Pittsburgh, PA 15261 (e-mail:
rachelg@pitt.edu). This article is part of a special section on health reform and mental ill-
ness. Thomas G. McGuire, Ph.D., served as guest editor of the special section.
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Individuals with mental or substance
use disorders, particularly those with
serious and persistent mental illness-
€s, may require services that are often
not covered by the typical insurance
plan. Thus particular attention may
need to be paid to structuring these
new coverage options in a way that
meets the health needs of this vulner-
able population.

In this article, we examine current
public and commercial insurance
coverage of services used by individu-
als with mental illnesses and sub-
stance use disorders. We then assess
the implications of newly mandated
standards for benefit packages of-
fered by public and private plans. We
conclude by considering implementa-
tion options for addressing some of
the challenges in expanding health in-
surance coverage for vulnerable pop-
ulations, such as individuals with
mental and substance use disorders.

Coverage expansions under PPACA
PPACA expands insurance coverage
through a combination of an individ-
ual mandate for coverage, penalties
for employers who do not cover their
workers, broadened eligibility for
Medicaid, and subsidies for private
insurance coverage obtained through
new health benefits exchanges or
marketplaces through which individ-
uals and small employers can pur-
chase coverage. PPACA also includes
several changes to the regulation of
insurance, such as the extension of
dependent coverage through age 26,
that aim to increase availability and
affordability of coverage. The majori-
ty of coverage expansions will take
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place in 2014. Medicaid will then be
available to individuals with incomes
up to 133% of the federal poverty lev-
el (FPL) and will cover an additional
16 million people (1). Policy makers
anticipate that 24 million nonelderly
individuals will gain coverage through
state health insurance exchanges (1,
2). Coverage for the elderly popula-
tion will remain stable, because
Medicare eligibility is unchanged un-
der reform.

Approximately a quarter of cur-
rently uninsured adults indicate that
they experienced either serious psy-
chological distress or substance abuse
or dependence (or both) in the past
year; over 6% of uninsured adults
show indications of having a serious
mental illness (3). Similarly, more
than a quarter of uninsured youths
report a past-year major depressive
episode, illicit drug use, or both (3).
Thus coverage expansions will in-
clude millions of individuals with be-
havioral health needs, some quite sig-
nificant. Uninsured individuals with
mental illnesses or substance use dis-
orders have relatively low incomes (4)
and are likely to become newly eligi-
ble for Medicaid. Actual levels of en-
rollment in both private coverage and
Medicaid will depend on ease of en-
rollment, outreach and education ef-
forts, insurance costs relative to
penalties for noncompliance, and
other factors. Even when PPACA is
fully implemented, policy makers es-
timate that approximately 40% of cur-
rently uninsured individuals will re-
main uninsured (1).

Current coverage of

behavioral health services
Individuals with mental illnesses and
substance use disorders rely on a
range of services to treat or manage
their illness. Some of these services
overlap with service categories for
general medical treatment (such as
inpatient hospitalization and pharma-
cotherapy), but many services (such
as partial hospitalization, mobile crisis
services, and assertive community
treatment) are unique to behavioral
health. Further, mental health treat-
ment is sometimes provided by non-
medical providers, such as human
service agencies or support groups.
People with serious mental disorders
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may require additional, nonmedical
social services, such as income sup-
port, vocational training, or housing
assistance.

We examined prereform coverage
of behavioral health services for five
types of payers: employer-based in-
surance, Medicare, Medicaid, other
state programs, and other federal
programs. Table 1, compiled from ex-
pert reports (5,6), service benefit
plans for various payers (7-11), and
consultation with behavioral health
experts, shows how coverage of be-
havioral health services varies across
these payers. Using the standard Blue
Cross/Blue Shield plan available
through the Federal Employees
Health Benefit Plan as a proxy for a
typical employer plan, the table indi-
cates that private insurance covers
services that fall within the traditional
medical model for general medical
care, such as outpatient care, inpa-
tient care, pharmaceuticals, and diag-
nosis and screening. Many behavioral
health services, particularly those
needed by individuals with serious ill-
nesses, fall outside this scope and are
not covered by private insurance.
Similarly, Medicare, which was ini-
tially modeled after private-sector in-
surance, covers a limited scope of be-
havioral health benefits.

Behavioral health services are not a
specifically defined category of bene-
fits in federal Medicaid law, and al-
though some services used for behav-
ioral health care are mandated by the
federal government, coverage of
many services is at state discretion. As
a result, Medicaid coverage varies
across states. However, Table 1 shows
that state Medicaid programs typical-
ly cover a broader range of behavioral
health services than Medicare or pri-
vate insurance. In addition to general
medical services, most states cover
long-term services, residential care,
intensive case management, and
some support services. There are
some notable limitations on Medicaid
behavioral health services, such as the
exclusion of nursing and hospital
services in an institution for mental
disease (IMD) for those aged 22 to 64
years (12). Further, Medicaid gener-
ally does not cover social support
services, such as supportive employ-
ment or housing.

Many uninsured individuals with
mental illness who receive treatment
do so under non-Medicaid, state-
funded services. States finance a
broad range of services, many of
which fall outside the traditional
medical model (13). States set their
own criteria regarding how to deliver
these services and who may receive
them. Many state-financed services
are specifically targeted to individu-
als with serious illnesses. Services
may be limited to individuals with-
out other sources of coverage, or
states may provide supplemental
benefits to fill in gaps in services cov-
ered by other payers. State-financed
services are supplemented by the
Community Mental Health Services
Block Grant (MHBG), the largest
federal program dedicated to financ-
ing behavioral health services. We
have limited information on the spe-
cific services provided through
MHBG funds because these funds
explicitly support existing programs
(they do not function as stand-alone
funding) (14). Other federal funds
primarily finance support services,
such as income and housing assis-
tance for individuals with serious
mental illnesses.

Prescription drugs play a central
role in the treatment of mental disor-
ders. In 2007 among individuals who
were treated for mental illnesses or
substance use disorders, 84% re-
ceived pharmacotherapy (15). Payers
use a variety of approaches to struc-
ture prescription drug coverage.
Commercial insurers typically use
tiered formularies, in which cost shar-
ing varies for drugs within a class to
encourage use of lower-cost, often
generic medications (16). Less than
1% of commercial plans use prior au-
thorization requirements (that is, re-
quiring preapproval from the plan be-
fore coverage). In contrast, state
Medicaid programs, which impose
very low or no cost sharing for pre-
scription drugs, are more likely to use
utilization management tools. In
2006, a total of 25 states required pri-
or authorization for one or more sec-
ond-generation antipsychotics (17).
Medicare Part D plans use a combi-
nation of cost sharing and utilization
management tools to restrict use of
psychiatric medications.
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Table 1

Prereform coverage of behavioral health services, by payer®

Other
federal
funding®

Other
state

fundingf

Blue Cross/

Category and service” Blue Shield® Medicare!  Medicaid®

Prevention
Screening for alcohol misuse (USPSTF recommended)!
Screening for depression (USPSTF recommended)!
Screening for illicit drug use
Screening for suicide risk
Treatment
Diagnostic tests, psychological testing
Outpatient psychotherapy for mental health and substance abuse
Inpatient hospitalization for a mental or substance use disorder
Partial hospitalization for a mental or substance use disorder
Inpatient detoxification
Outpatient detoxification
Pharmacological therapy
Medication management
Opioid treatment
Short-term residential care for a mental or substance use disorder
Long-term residential care for a mental or substance use disorder
Case management or intensive case management for a mental
or substance use disorder
Crisis intervention for a mental or substance use disorder
Supportive services
Housing assistance
Vocational training or support
Income assistance
Nonemergency transportation services
Peer support services
Collateral services or family support services
Home-based support services

bsRalsl
bs!
~ O~~~

AR KA A A A A
AR R A A AR

i R i

Limited

HAEHAAAA K H AT H A A A AT AT AT A AR KA AR
PR A
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4 Symbols are defined as follows: X, service is covered; *, coverage only if for alcohol or drug abuse structured assessment and brief intervention serv-
ices; /, service is covered for children under Medicaid’s Early and Periodic Screening, Diagnostic, and Treatment benefit (a minority of states covers
screening for adults)

b The service list was compiled based on expert reports (5,6), service benefit plans for various payers (7-11), and consultation with behavioral health experts.

¢ Based on Blue Cross and Blue Shield standard fee-for-service, prefer-provider organization plan available under the Federal Employees Health Ben-
efit Plan (7)

4 Column indicates coverage under traditional Medicare (Parts A and B) and Medicare Part D (prescription drug coverage). Beneficiaries enrolled in

Medicare supplemental plans (Medigap or Medicare Advantage) may receive additional benefits under those plans (8).
¢ Coverage varies by state. Column indicates services that are covered by most states (9).
I Coverage varies by state. Column indicates services that are covered by most states (10).
& Federal block grant dollars supplement the state-funded programs in the “Other state funding” column. Column indicates programs funded solely with

federal dollars (11).

L USPSTF, U.S. Preventive Services Task Force

I Excludes services in an institution for mental diseases (IMD) for persons aged 22 to 64

Behavioral health benefits
under new coverage options
After reform is fully implemented,
behavioral health coverage will con-
tinue to vary by coverage source
(Table 2) because different rules are
in place for existing and new cover-
age sources. PPACA does not sub-
stantially change behavioral health
services offered under existing cover-
age (Medicare, Medicaid, and exist-
ing private plans that meet specified
criteria).

For those gaining new coverage
under reform, PPACA establishes
standards to guarantee access to an

“essential benefits package” for indi-
viduals covered under “qualified
health plans.” Included in these stan-
dards is the requirement that all
qualified plans cover “mental health
and substance use disorder services,
including behavioral health treat-
ment.” The scope of services is to be
equal to that covered under a “typi-
cal” employer plan. Qualified plans
must cover preventive care services
recommended by the U.S. Preven-
tive Services Task Force. Prescrip-
tion drugs are specified as an “essen-
tial benefit,” but the law does not
specify a drug benefit structure—
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that is, how tiered or incentive-based
formularies and utilization manage-
ment tools may be used by the plans.
Furthermore, qualified health plans
must comply with the Mental Health
Parity and Addiction Equity Act of
2008, which obliges plans providing
both general medical and behavioral
health benefits to do so with similar
financial requirements and treat-
ment limitations.

Although Medicaid coverage re-
mains as is for those meeting current
eligibility requirements, individuals
moving into Medicaid under new el-
igibility pathways will receive “bench-
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Table 2

Postreform behavioral health benefits under various coverage sources®

Coverage source

Defined behavioral health benefits

Medicare
Medicaid

Prereform rules for Medicare benefits
Traditional (nonexpansion) enrollees: prereform rules for

Medicaid benefits
Expansion enrollees: benchmark or benchmark-equivalent
coverage (must cover at least essential benefits package)

Private coverage out-
side an exchange”

Existing grandfathered plans: prereform benefits
New and nongrandfathered plans: mental health and sub-

stance use disorder services, including behavioral health
treatment, as defined by the essential benefits package
(set at the scope of services available in a typical employ-

er plan)
Private coverage through
an exchange

Mental health and substance use disorder services, includ-
ing behavioral health treatment, as defined by the essen-

tial benefits package (set at the scope of services available
in a typical employer plan)

 The table excludes some coverage pathways, such as the catastrophic plan for adults up to age 30

and coverage through temporary high-risk pools.

b Grandfathered plans include group health plans or insurance in existence on March 23, 2010.
These plans are exempt from many provisions of the Patient Protection and Affordable Care Act.
To maintain grandfathered status, plans must meet certain requirements, such as maintaining cur-
rent benefits and not increasing enrollees’ financial burden.

mark” or “benchmark-equivalent”
coverage rather than the full Medic-
aid benefits outlined in Table 1. As of
2014, such coverage must contain at
least the essential benefits package
outlined above. Federal law defines
“benchmark” coverage as that equal
to the Federal Employees Blue
Cross/Blue  Shield  preferred-
provider organization plan, coverage
available to state employees, cover-
age offered by the health mainte-
nance organization with the state’s
largest commercially enrolled popu-
lation, or other coverage approved
by the U.S Secretary of Health and
Human Services. “Benchmark equiv-
alent” coverage includes basic speci-
fied services and has an aggregate
actuarial value equivalent to one of
the benchmark options. PPACA stip-
ulates that if the benchmark equiva-
lent is used, some services (including
mental health care and prescription
drugs) must be offered at the actuar-
ially equivalent value of the benefit
in the benchmark plan. Health re-
form also specifies that federal men-
tal health parity requirements for
group health plans apply to bench-
mark and benchmark-equivalent
plans. States may provide additional
services to supplement benchmark
coverage, but they are not required
to do so.
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Implications of scope of behavioral
health benefits under PPACA

On the basis of the information in Ta-
bles 1 and 2, it appears that if behav-
ioral health benefits available under
qualified health plans are set at those
currently available in typical private
plans, some services needed by indi-
viduals with mental disorders (partic-
ularly those required by individuals
with more severe illness) will be ex-
cluded from coverage. Thus insured
individuals who have such disorders
will have to rely on other payment
sources for some health benefits or go
without. This outcome is likely even
with implementation of the federal
parity law, because several behavioral
health services (and providers) have
no counterpart general medical serv-
ice. Examples of such services in-
clude nonhospital residential treat-
ment, partial hospitalization, or treat-
ment provided by certified addiction
counselors. Federal policy makers are
still determining whether the federal
parity law requires plans to cover be-
havioral health services or providers
that have no counterpart in medical-
surgical services (18). If not, plans
may still impose stringent limits on
such services (or not cover them at
all). The final interpretation of the
parity provision will be a critical de-
terminant of access to some benefits.

Medicaid will play an even larger
role in providing insurance coverage
for individuals with mental illnesses
and substance use disorders post—
health reform than it currently does.
Most state Medicaid programs al-
ready cover mental health services in
accordance with at least the essential
benefits package, although some
states do not meet these criteria for
substance use disorder services (19).
Under PPACA requirements, states
cannot make Medicaid eligibility
more restrictive than under current
rules. However, the law does not stip-
ulate that states cannot cut services
after reform is implemented. State
budgets are facing significant pres-
sure, with Medicaid accounting for a
large portion of state spending obliga-
tions (20). Given the likely increase in
Medicaid coverage and expenditures,
some states may consider cutting be-
havioral health services as part of a
broader effort to trim Medicaid
spending. As a comparison of the first
and third columns in Table 1 shows,
states could significantly cut these
benefits and still meet standards for
coverage under a typical employer
plan.

Furthermore, some newly eligible
Medicaid beneficiaries with serious
mental disorders may require addi-
tional services because the bench-
mark coverage that will be offered
under the expansions is on par with
private coverage. PPACA includes
some provisions to address this issue.
The law specifies that some newly el-
igible beneficiaries (those exempt
from mandatory benchmark coverage
under federal law) must have the op-
tion of receiving the standard (full)
Medicaid package rather than bench-
mark coverage. Current federal regu-
lations stipulate that this group in-
cludes (among others) those who
qualify for Medicaid on the basis of
being disabled, regardless of whether
they are eligible for Supplemental Se-
curity Income, as well as those with
“special health needs,” including chil-
dren with serious emotional distur-
bances, individuals with disabling
mental disorders, and individuals
with mental disabilities that signifi-
cantly impair their ability to perform
one or more activities of daily living
(21). Existing federal regulations do
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not exempt individuals who meet the
definition of a person with a serious
mental illness (regardless of whether
this illness is disabling), instead leav-
ing to the states the decision to in-
clude or exclude this population. Ulti-
mately, access for newly eligible indi-
viduals with serious illness will de-
pend on state coverage decisions and
final federal regulations on bench-
mark coverage under PPACA.

A final consideration regarding ad-
equacy of services under reform is
whether state-financed supportive
services will continue to be available
to fill in gaps for individuals with
mental health needs. Currently,
states finance both treatment services
(which may overlap with those cov-
ered by other payers) and supportive
services (which are generally not cov-
ered by private insurance, Medicare,
or Medicaid). As a result of coverage
expansions, fewer individuals will rely
on state-financed treatment services
for behavioral health because these
services will be covered by other pay-
ers; however, it is not clear whether
states will expand or contract their
coverage of supportive services after
reform. On one hand, states may
redirect the resources that they cur-
rently expend to provide treatment
services to expand supportive servic-
es. On the other hand, states may use
those resources for other expenses,
such as their share of the Medicaid
match, increased payments to pro-
viders, or state expenditures in areas
other than behavioral health. In the
past, expansions in Medicaid, com-
bined with tight state budgets, led to
the latter outcome. That is, states de-
creased their overall state-only
spending on mental health as the
availability of matched Medicaid
funds increased (22).

Policy options

Health reform provides an unprece-
dented opportunity for millions of in-
dividuals with behavioral health
needs to gain insurance coverage for
crucial services, such as psychosocial
counseling and prescription drugs, to
treat their illnesses. However, for
many individuals, particularly those
with serious illnesses, the scope of
services available under new coverage
options will not meet all of their serv-

ice needs. The challenge of designing
benefits to meet behavioral health
needs under PPACA rests in recog-
nizing differences in the scope of
services covered by different payers;
understanding how well each payer’s
benefits match the needs of those
with mild, moderate, or serious ill-
nesses; and steering people to the
most appropriate source of coverage
for their need.

Policy makers have several options
for addressing this challenge. First,
regulations can clarify the scope of
the essential health benefits package
to include services that are important
to improving the health of the gener-
al population with mental illnesses.
For example, essential health benefits
could include additional preventive
services (for example, screening and
counseling for substance use disor-
ders) to help identify those with be-
havioral health problems. In addition,
essential health benefits could in-
clude case management for people
with chronic diseases, including men-
tal illnesses and substance use disor-
ders, to help those living with lifelong
disorders manage their illnesses.

Policy makers also can draw on the
experience of Medicare Part D to
clarify essential health benefits. Giv-
en the importance of prescription
drugs to behavioral health treatment,
federal guidelines for drug formula-
ries in qualified plans will have im-
portant implications for individuals
with mental disorders. Medicare for-
mulary guidelines require plans to list
“all or substantially all” antidepres-
sants, antipsychotics, and anticonvul-
sants on their formularies (plans may
assign drugs in these classes to high
cost-sharing tiers, impose prior au-
thorization or step therapy, or both).
This requirement was put in place in
part to guard against adverse selec-
tion and inhibit plans from limiting
coverage for drugs used by people
with high total expected drug costs
(23). Experience to date suggests that
Medicare formulary guidelines have
led to better coverage of psychiatric
medications in Medicare than in pri-
vate plans (16,24).

Second, policy makers can take
steps to prevent erosion of Medicaid
benefits and ensure that other pay-
ment sources (such as state or
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MHBG funds) finance the services
excluded from private or benchmark
plans. Policy makers could consider a
requirement that states not restrict
Medicaid services beyond current
levels to correspond to the require-
ment for eligibility. States could also
be required to maintain their non-
Medicaid mental health spending at
some proportion of their prereform
funding. Maintenance of these fund-
ing sources will be particularly impor-
tant for individuals with mental ill-
nesses or substance use disorders
who remain uninsured after reform.
In addition, these funds will be need-
ed to pay for social support services
(such as housing and vocational serv-
ices) that are not covered by any
health payers. These policy actions
would require careful consideration
of state budgets, which are expected
to be both positively and negatively
affected by the implementation of
PPACA (25).

Finally, policy makers should con-
sider whether special coverage provi-
sions should be developed for individ-
uals with serious mental illness. In
contrast to traditional Medicaid cov-
erage, private or benchmark coverage
is not designed to provide the full
range of acute and long-term medical
and social support services needed by
individuals with disabling conditions.
Differences in the scope of coverage
of behavioral health services across
sources of insurance are likely to per-
sist even with the implementation of
parity provisions. Rather than stipu-
lating a very broad benefits package
for all individuals, policy makers can
leverage the scope of services cur-
rently available under state Medicaid
programs to meet the needs of indi-
viduals with serious mental illnesses
and substance use disorders. For ex-
ample, future PPACA regulations
could specify that current exemptions
to mandatory enrollment in bench-
mark coverage are continued, allow-
ing individuals with disabling behav-
ioral health problems but incomes
above the limit for traditional Medic-
aid benefits to receive the full range
of Medicaid services. Further, the
regulations could extend full Medic-
aid coverage to persons newly eligible
for Medicaid who meet the federal
definition of serious mental illness.
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One approach to implementing this
strategy is to draw on some screening
mechanism to temporarily place indi-
viduals with high needs for mental
health or substance use disorder serv-
ices into full Medicaid coverage, with
a full determination to follow.

Conclusions

To facilitate access to needed servic-
es, expanded coverage under PPACA
must provide a scope of benefits to
meet enrollees” needs. If behavioral
health benefits are defined as services
currently available in typical private
plans or benchmark coverage, some
individuals with mental illnesses or
substance use disorders who are in-
sured through private coverage,
Medicare, or Medicaid expansions
are still likely to face gaps in covered
services. It is important to note that
many people with mental health
needs who will gain coverage under
PPACA have serious disorders and
rely on the full range of behavioral
health benefits to meet their needs.
Policy makers will need to develop
strategies to ensure adequate cover-
age of behavioral health services,
maintain existing funding sources for
wrap-around care, and steer individu-
als who need the full continuum of
behavioral health benefits into more
generous coverage options.
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