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Mental health services experts
suggest that managed care dimin-
ishes the need for arbitrary bene-
fit limits and consumer cost-shar-
ing. Data from 577 health plans
were used to test the hypotheses
that health maintenance organi-
zations (HMOs) and carve-out
plans are less likely to use benefit
limits or service exclusions, have
more generous limits, and have
lower cost-sharing requirements
than non-HMOs and non-carve-
out plans. The results show that
HMOs were more likely to use
service exclusions and did not
make less use of benefit limits.
Carve-outs were less likely to use
some coverage exclusions. Com-
parisons of the stringency of lim-
its and cost-sharing provisions did
not show consistent differences.
(Psychiatric Services 50:1631–
1633, 1999)

Managed mental health care has
been welcomed as a cost-con-

tainment strategy that applies profes-
sional judgment to obtain “more ap-
propriate . . . matching of patients to
treatment and . . . altering (of) ineffi-

cient treatment patterns” (1). It is said
that by using professional judgment
and sound care-management proto-
cols, managed care plans diminish the
need to contain costs through arbi-
trary benefit limits and high consumer
cost-sharing requirements. Yet recent
research indicates that health mainte-
nance organizations (HMOs) and
carve-outs are actually more likely to
use some types of benefit limits (2,3).

This paper provides a detailed
comparison of the use of benefit lim-
its and cost-sharing specific to mental
health care by health plans in a na-
tional survey of 577 employer-spon-
sored plans. We compared both the
types of limits and cost-sharing provi-
sions used and the stringency of these
provisions. Comparisons across types
of plans tested for differences be-
tween HMOs and non-HMOs and
between carve-out and non-carve-out
plans.

Methods
Data collection and respondents
We sought information on health ben-
efits from 1,433 employers with active
long-term-disability insurance policies
with UNUM, a major disability insur-
ance provider. Selection criteria in-
cluded being a UNUM customer over
the preceding three years and having
at least 300 covered lives on the long-
term-disability policy at some time
during that three-year period.

Employers received a mailed ques-
tionnaire in the latter half of 1996 and
were asked to send in summary plan
descriptions or a detailed plan ab-
stract form for each health plan of-
fered to their employees. Data were

obtained on 577 health plans offered
by 250 employers. Although the over-
all response rate was low, it is compa-
rable to rates in other mail surveys of
employers. Moreover, complete data
on all mental health benefit questions
were obtained for every respondent
and every health plan. No evidence of
response bias was found. Detailed
comparisons showed essentially no
respondent-nonrespondent differ-
ences in descriptive characteristics,
such as size of the employer’s organi-
zation, industry, or region.

Respondent firms were located in
the following geographic regions:
38.8 percent were in the East, 27.2
percent in the East Central region,
17.2 percent in the West Central re-
gion, and 16.8 percent in the West. A
total of 27.7 percent were services
firms, and 24.9 percent were manu-
facturing firms. Other types of firms
accounted for 47.4 percent of respon-
dents.

Among the 241 respondents who
reported their total number of em-
ployees, the mean was 1,749. Apply-
ing this figure to all respondent firms
implies that more than 437,000 em-
ployees were represented in the sur-
vey data. Respondent firms ranged in
size from 21 to 27,519 employees;
more than 95 percent reported hav-
ing more than 200 employees.

Classification of health plans
Each plan was initially classified as an
HMO or a non-HMO based on the
language in its summary plan descrip-
tion or plan abstract. We reviewed
plan information to verify that all
HMOs included restrictions on the
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providers from whom treatment
could be sought under “in-network”
benefit provisions. HMOs with coin-
surance for routine ambulatory care
were reclassified as non-HMOs. Pre-
ferred provider organizations (PPOs)
with small copayments rather than
coinsurance for routine ambulatory

care were reclassified as HMOs.
Plans were coded as mental health
carve-outs if their summary plan de-
scription identified a different organi-
zation as the contact for authoriza-
tion, review, coordination, and ad-
ministration of mental health bene-
fits.

HMOs constituted 37.4 percent of
plans; non-HMOs were split fairly
evenly between standard fee-for-ser-
vice plans (28.4 percent of the plans)
and PPOs (34.1 percent). In all, 111
plans included a mental health carve-
out. The proportion of plans with
carve-outs was twice as high for both

TTaabbllee  11

Mental health care coverage exclusions, benefit limits, and cost-sharing arrangements among 577 health plans grouped by
whether or not the plan is a health maintenance organization (HMO) or a mental health carve-out1

Percent of plans2 Means for plans with specified characteristics3

Non- Non- Carve- Non-
Health plan aspect HMO HMO carve-out out HMO Non-HMO carve-out Carve-out

Coverage exclusions
No substance abuse coverage 1.4 3.1 0.0∗∗ 3.6
No alcohol detoxification coverage 0.5 1.2 0.9 0.9
No drug detoxification coverage 1.9 1.2 0.9 1.6
No substance abuse rehabilitation

coverage 12.2 0.6∗∗∗ 3.6 5.3
No outpatient substance abuse coverage 4.2 0.6∗∗∗ 0.0 2.4
Only short-term mental health

counseling or crisis intervention 15.4 2.8∗∗∗ 8.1 7.3
No partial hospitalization 68.4 66.1 54.1∗∗∗ 70.8

Benefit limits
Any limit 94.0 96.1 89.2∗∗∗ 96.8
Any outpatient limit 89.3 93.3∗ 89.2 92.4
Any inpatient limit 87.4 93.2∗ 86.5 91.3
Outpatient expenditure limits

Annual 8.4 51.1∗∗∗ 25.2∗∗ 37.4 $  3,104 $  4,070 $  9,911∗∗∗ $  3,025
Lifetime 13.0 45.3∗∗∗ 38.7 31.8 $43,889 $46,357 $65,814∗∗ $40,196

Inpatient expenditure limits
Annual 7.0 19.6∗∗∗ 16.2 14.5 $ 8,262 $15,646∗∗ $24,972∗∗∗ $11,487
Lifetime 14.4 56.2∗∗∗ 41.4 40.3 $45,323 $43,352 $54,457∗ $40,934

Annual outpatient visits 82.3 41.1∗∗∗ 64.0∗ 54.8 24 38∗∗∗ 30 30
Inpatient utilization limits

Annual days 82.3 51.1∗∗∗ 66.7 61.9 32 42∗∗ 34 38
Lifetime days 5.1 4.8 6.3 4.5 80 94 79 92

Limit on partial hospitalization combined
with limit on inpatient services 44.3 70.3∗∗∗ 52.9∗ 65.4

Separate limits for partial
Hospitalization4

Annual days 63.9 45.7 54.2 55.3 60 45∗ 43∗ 59
Lifetime days 11.1 17.1 20.8 10.6 135 120 132 120
Annual expenditures 13.9 14.3 12.5 14.9 $  3,420 $  9,740 $16,000∗∗ $  2,543
Lifetime expenditures 5.6 31.4∗∗ 16.7 19.2 $58,000 $39,583 $41,500 $42,500

Cost-sharing for mental health services
Copayment for outpatient services 70.2 15.9∗∗∗ 55.9∗∗∗ 32.2 $ 20.51 $ 22.00 $ 19.05 $ 21.71
Coinsurance for outpatient services5 24.7 82.1∗∗∗ 42.3∗∗∗ 64.2 41.0 34.5∗∗ 27.8∗∗ 36.7
Copayment for inpatient services 17.2 5.9∗∗∗ 4.5∗∗ 11.4 $ 202.16 $ 147.00 $ 60.00∗ $ 193.72
Coinsurance for inpatient services5 27.0 79.1∗∗∗ 64.9 57.7 25.9 19.4∗∗ 18.9 20.9
Separate mental health deductible 3.3 6.2 14.4∗∗∗ 2.8 $ 257.14 $ 384.09 $ 384.38 $ 315.38

1 All significant differences are between HMOs and non-HMOs and separately between non-carve-outs and carve-outs.
2 Percents do not include plans with no coverage of the specified service. Significance tests for two-way comparisons were based on chi square statistics.

Statistical test values and degrees of freedom for chi square tests are available from the authors.
3 Means were calculated for plans reporting the specified type of limit or cost-sharing. Significance tests for differences in means were based on t tests.

Statistical test values and degrees of freedom for t tests are available from the authors.
4 Means were calculated for plans reporting a limit specific to partial hospitalization. These means do not include plans that combine the partial hospi-

talization limit with mental health inpatient limits.
5 All numbers in the row are percentages.

∗p<.1
∗∗p<.05

∗∗∗p<.001
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HMO and PPO plans (22.2 percent
and 23.4 percent, respectively) as for
fee-for-service plans (10.4 percent).

Data analysis
We used chi square and t tests to an-
alyze differences in use of limits and
cost-sharing between HMOs and
non-HMOs and between carve-outs
and non-carve-outs. We excluded
from our analysis four of the 577
plans, including one HMO and three
non-HMOs, that did not provide any
mental health coverage.

Results
Mental health and
substance abuse exclusions
Table 1 shows the results of the com-
parison of HMOs and non-HMOs
and the comparison of carve-outs and
non-carve-outs. (Results of the com-
parison of PPOs and fee-for-service
plans are available from the authors.)
Carve-outs were significantly less
likely to have an overall exclusion for
substance abuse treatment. HMOs
were significantly more likely to ex-
clude coverage for substance abuse
rehabilitation and to exclude cover-
age for outpatient substance abuse
treatment. HMOs were more likely to
limit mental health coverage to short-
term treatment for acute episodes or
crisis intervention. Carve-outs were
less likely to exclude partial hospital-
ization services from coverage.

Mental health benefit limits
The overwhelming majority of plans
included specific limitations. Carve-
out plans were less likely to impose
any specific limits, however, and
HMOs were less likely to impose spe-
cific limits on inpatient services. (All
data on HMOs’ limits reported here
are for in-network providers. See
Sturm and McCulloch [4] for 1996
data on limits for carve-outs, includ-
ing non-network providers.)

HMOs made less use of expendi-
ture limits. Carve-out and non-carve-
out plans looked alike in their use of
expenditure limits, except that carve-
outs were less likely to use annual dol-
lar limits for outpatient services. In
each plan category, less than 2 per-
cent of plans had lifetime utilization
limits. HMOs were more likely than
non-HMOs to use annual visit and

day limits, while the corresponding
differential for carve-outs was signifi-
cant only for visit limits.

HMOs had significantly more strin-
gent levels of annual outpatient and
inpatient utilization limits than non-
HMOs. Analogous results for partial
hospitalization were mixed. Both
HMOs and carve-outs were signifi-
cantly less likely to combine the par-
tial hospitalization limit with their in-
patient benefit limit, which suggests
less stringent restrictions for these
plans. Conversely, among plans with
separate partial hospitalization limits,
annual day limits were significantly
higher for HMOs and significantly
lower for carve-out plans. Annual dol-
lar limits, however, were significantly
higher for carve-out plans.

Cost-sharing provisions
HMOs were more likely to use copay-
ments and less likely to use coinsur-
ance than were other types of plans.
Carve-out plans were more likely to
use outpatient copayments and men-
tal health deductibles and less likely
to use outpatient coinsurance and in-
patient copayments.

HMOs using coinsurance had sig-
nificantly higher coinsurance rates
than non-HMOs using coinsurance.
Outpatient coinsurance and inpatient
copayment levels were significantly
lower in carve-out plans.

Discussion and conclusions
Although managed care is seen as re-
ducing the need for benefit limits and
consumer cost-sharing, this opti-
mistic view is somewhat inconsistent
with our results. Why do employers
continue to offer plans with arbitrary
limits and substantial consumer cost-
sharing, rather than rationing services
based on informed provider judg-
ments?

One explanation is that employers
and managed-care plans have been too
single-minded in pursuing cost con-
tainment (5–7). A second explanation
is that most carve-out contracts do not
include substantial risk-sharing ar-
rangements for the carve-out provider
(8), so health plans or employers may
be reluctant to dispense with benefit
limits. A third possibility is that em-
ployers and health plans need more ed-
ucation about behavioral health care

management before they appreciate
the net advantages of eliminating arbi-
trary benefit limits. A fourth possibility
is that the care management protocols
and provider accountability mecha-
nisms are not yet refined enough to
completely replace limits.

Our data predated implementation
of the 1996 Mental Health Parity Act,
which proscribed unequal dollar ben-
efit limits. However, we doubt that
our conclusions would change with
more recent data. Excluding results
pertaining to dollar limits would not
alter our overall conclusions. More-
over, our data show that dollar limits
are less frequently applied in HMOs
and, for outpatient services, in carve-
out plans, so these plans will be less
affected by the act. Recent anecdotal
data suggest that dollar limits have
mainly been replaced by utilization
limits, rather than eliminated, in re-
sponse to the act (9). ♦
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