
103Farmeconomia. Health economics and therapeutic pathways 2012; 13(3) © SEEd All rights reserved

Mental health parity legislation: 
Anticipating costs and benefits

Arlene Smaldone 1, Mary Cullen-Drill 1

1 Columbia University School of Nursing, New York, NY, USA

Farmeconomia. Heath economics and therapeutic pathways 2012; 13(3): 103-104

by establishing the core principle that cover-
age for mental and behavioral health be equal 
to that provided for other medical conditions 
[4]. The ACA builds on the Wellstone-Do-
menici Act by assuring mental health parity 
to more than 3.7 million currently uninsured 
Americans with severe mental illnesses as 
well as many others with less severe needs 
for mental health and addiction treatment 
services [5]. These individuals will gain ac-
cess to health insurance, perhaps for the first 
time, as part of the 2014 health insurance 
expansion to approximately 30 million unin-
sured by either coverage under the publicly 
funded Medicaid program or subsidized pur-
chase of health insurance coverage through 
state-based insurance exchanges. In addition, 
through ACA focus and support of primary 
care, including building the primary care 
workforce, better coordination and quality of 
care for those with mental health conditions 
can be anticipated. The Affordable Care Act 
was challenged by many states on the basis 
of its individual mandate for health insurance 
coverage. In June the US Supreme Court, 
in a 5 to 4 decision, upheld the broad intent 
of the law although the full uptake of Med-
icaid expansion by states remains unclear 
at this time. As implementation of the ACA 
moves forward, what economic ramifications 
of mental health parity should be expected? 
While the actual effect of mental health pari-
ty on cost and utilization of mental health ser-
vices remains to be seen, experiences of both 
the 8.5 million federal employees and retir-
ees insured by the Federal Employee Health 
Benefits (FEHB) Program and states that 
have recently initiated broad mental health 
parity expansions and evaluated its cost can 
provide insight for policymakers.
Initial evaluation of mental health parity by 
FEHB in 2001 did not demonstrate either 
increased cost or use of services during its 
first 2 years of implementation. However, 
the effect of parity on the sickest patients or 
those bearing the greatest financial burden 
of illness was unclear. Using longitudinal 
data for two years before and after par-

The Paul Wellstone and Pete Domenici Men-
tal Health Parity and Addiction Equity Act 
was an important step in improving mental 
health coverage for many Americans. Prior to 
its implementation in January 2010, having 
health insurance did not assure equal access 
to Americans requiring mental health ser-
vices. Often covered mental health benefits 
were more limited and restrictive compared 
to medical benefits and required greater con-
sumer cost sharing when health insurance 
benefits were utilized. Key aspects of The 
Wellstone-Domenici Act are that it requires 
parity for mental health annual and lifetime 
out of pocket limits, addresses limits on out-
patient visits or inpatient days, institutes par-
ity for deductibles, coinsurance and co-pay-
ments, and eliminates arbitrary limits on days 
of coverage and frequency of treatments.
Unfortunately, the law has three major limi-
tations. First, and most significant, is that an 
employer who offers health insurance as an 
employee benefit is not mandated by law to 
include mental health coverage as part of 
the insurance package. However, if mental 
health coverage is offered, it must be on par 
with medical coverage [1]. Although not the 
intent of the legislation, an employer could 
decide to drop medical coverage entirely to 
avoid the added cost of mental health par-
ity and be operating within the scope of the 
law. Further, the law does not apply to out 
of pocket cost for prescription drugs. The lat-
ter is a critical omission for individuals with 
mental health disorders, as it is estimated 
that two thirds of out of pocket mental health 
spending is for prescription medications [2]. 
Second, the law does not apply to employers 
having less than 50 employees. As approxi-
mately 1 in 4 American workers are employed 
by small businesses, they are excluded from 
mental health parity protection [3]. Third, the 
Wellstone-Domenici Act provides no benefit 
to 49 million uninsured Americans.
Although far from ideal, the Wellstone-
Domenici Act was instrumental in shaping 
mental health benefits under the 2010 Patient 
Protection and Affordable Care Act (ACA) 
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ity implementation and simulation models, 
three subpopulations of mental health use 
were identifed: low, moderate and high 
spenders. Low spenders rarely sought men-
tal health services whereas high spenders 
with chronic serious mental health condi-
tions were frequent users of mental health 
services. Mental health parity did not affect 
service utilization for either group. Howev-
er, the moderate spenders, primarily female, 
increased both use and mean spending after 
the introduction of parity [6].
In 2007 Oregon enacted comprehensive 
mental health parity that applied to all but 
self-insured plans. To examine the effect of 
parity on cost, mental health use and spend-
ing by commercially insured individuals was 
compared with that of individuals from self-
insured plans for two years before and after 
implementation of the law. No significant dif-
ferences in mental health spending between 
groups were identified. These findings may 
be explained, in part, by the fact that parity 
affects only a relatively small group of in-
dividuals that require additional outpatient 
treatment as the greater cost of inpatient and 
prescription expenditures are not significant-
ly affected by parity [7]. The findings of these 
studies are consistent with other prior evalua-
tions of mental health parity suggesting that, 
on average, employer costs do not signifi-
cantly increase following parity implemen-
tation and do not increase benefit utilization. 
However, as knowledge about the availabili-
ty of health services is known to influence the 

decision to utilize services, consumer aware-
ness of mental health parity is key.
Following implementation of its mental 
health parity legislation in 2007, a qualitative 
study was conducted in New York State to 
better understand employee knowledge and 
access to mental health benefits from a con-
sumer perspective. Of the employees inter-
viewed, all who were users of mental health 
services either for themselves or for a de-
pendent child, most were unaware that their 
mental health benefits had changed. Lack of 
knowledge about benefits and poor commu-
nication from health care plans were identi-
fied as barriers to accessing mental health 
benefits. Of note, employees who had sought 
mental health services reported difficulty ac-
cessing high quality providers [8].
In 2014, many Americans will achieve access 
to health care including mental health parity 
through landmark ACA health reform. To 
assure access those newly enrolled must be 
knowledgeable regarding mental health par-
ity benefits; therefore, health insurance plan 
communications to enrollees regarding scope 
of benefits must be monitored. As access to 
high quality mental health professionals is 
prerequisite to achieving true parity, assess-
ment of adequacy of the current mental health 
workforce to meet this demand is needed. Fi-
nally, ongoing efforts to contain cost while 
promoting quality care should focus attention 
on the moderate spending group most likely 
to benefit from parity and coordination of 
care for users of mental health services.
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