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Economics and Behavioral Health
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Behavioral health disorders include seri-
ous mental illness and substance use dis-
orders. These conditions are costly both
to affected individuals and to society.
Individuals with behavioral health disorders
experience interpersonal problems, employ-
ment difficulties, reduced overall health, and
increased risk of death. Behavioral health dis-
orders can complicate general health treat-
ment. These conditions are costly to society
because they place demands on the criminal
justice, social service, and health-care sys-
tems, and because they reduce labor market
productivity. Behavioral health conditions
cost the US economy more than $1 trillion
cach year.!»2 The causes of these disorders are
complex, and likely include both genetic and
environmental factors.

Behavioral health disorders are relatively
common. The most recent government data
suggest that, in 2017, 4.2 percent of all US
adults — 11.2 million people — met diagnos-
tic criteria for serious mental illness, and 7.2
percent — 19.2 million people — had sub-
stance abuse disorders. Approximately 1 per-

cent — 3.1 million Americans — met criteria
for both disorders.?

epidemic has been largely attributable to
opioids. There are 130 opioid-related over-
dose deaths each day, a rate that has increased
more than sixfold since 1999.% The opioid
epidemic is believed to have begun in the
1990s and 2000s through overprescription
of opioids for the treatment of pain. It has
evolved over time to involve heroin and syn-
thetic opioids.> Abby Alpert, David Powell,
and Rosalie Pacula, along with William
Evans, Ethan Lieber, and Patrick Power, have
documented that an unexpected, to consum-
ers, reformulation of OxyContin in 2010,
which limited the ability to abuse this then-
most commonly used prescription opioid, led
many users to transition to heroin and, more
recently, to fentanyl and other synthetic opi-
0ids.® 7 Synthetic opioids are less expensive
to manufacture but are more potent than her-
oin and prescription opioids. Figure 1 docu-
ments trends in annual overdoses associated
with any opioid, heroin, and synthetic opi-
oids (other than methadone, which is a medi-
cation used to treat opioid use disorder). The
sharp uptick in the later period is ascribed to
fentanyl in particular. Federal, state, and local

governments have adopted a
range of policies to address
the opioid epidemic: pre-
scription drug monitoring
programs, shutdowns of
“pill mills,” a crackdown on
doctor-shopping, syringe
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medical evidence that these

disorders can be managed. This con-
fluence of factors creates an important
potential role for public policy, which
can provide insurance coverage that is
sufficiently generous, in terms of covered
benefits, to allow appropriate treatment.
In a series of studies, my colleagues and
I explore how insurance expansions can
influence behavioral health-care service
use and associated outcomes. To study
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these questions, we combine insight
from health economics with clinical
knowledge of behavioral health dis-
orders. Both are important for study-
ing these questions. We rely heavily
on survey and administrative datas-
ets maintained by the US government
specifically to track behavioral health
outcomes.

An important feature of the
behavioral health-care delivery sys-
tem, in particular the substance use
disorder (SUD) system, is limited use
of insurance payments. Many pro-
viders operate outside insurance pay-
ments, for example, accepting self-pay-
ments or relying on government grants
and contracts to support treatment.
Combining this feature with unique

challenges faced by those with behav-

dose. The drug-use

Figure 1

ioral health disorders, such as stigma,

Figure 2
makes the extent to which expanding
insurance leads to changes in outcomes is
an empirical question.

Evidence from Public Markets

Medicaid, which finances health-care
services for low-income people, is the
largest purchaser of US behavioral health
care.® Brendan Saloner and I examine
the effect of Affordable Care Act (ACA)
Medicaid expansions on SUD treat-
ment, specialty treatment, and medica-
tions obtained in non-specialty settings
such as physicians’ offices.? Medicaid-
enrolled adults have elevated need for
behavioral health-care treatment and are
less likely to receive this modality of
care than privately and Medicare-insured
adults. The ACA reflects a major trans-
formation of many areas of the health-
care system. Pre-ACA, experts asserted
that “no illness will be more affected
than substance use disorders.”!® We find
that ACA-Medicaid expansion increased
Medicaid coverage among patients receiv-
ing specialty care, and use of Medicaid
to pay for treatment. Given the limited
use of insurance within the SUD treat-
ment delivery system, this latter find-
ing is important; ACA-Medicaid allowed
low-income adults with SUDs to enroll

ine the situation two
years post-expansion.
In continuing research, we are explor-
ing the longer-run effects, using data
from four years post-expansion, and we
observe increases in admissions, which
is in line with our hypothesis. When we
consider prescriptions for medications
financed by Medicaid used to treat SUDs
in office-based settings, a setting gen-
erally preferred by patients, we observe
large increases in treatment uptake.

In terms of serious mental illness,
Michael Pesko, Benjamin Cook, Nicholas
Carson, and I show that ACA-Medicaid
expansions increase use of prescriptions
used to treat mental illness in office-
based settings.!! Similarly, Elson Blunt,
Ioana Popovici, Steven Marcus, and I
use data on the universe of specialty
mental health-care providers to study
ACA-Medicaid effects.!> We show that
following ACA-Medicaid expansion spe-
cialty providers are more likely to accept
Medicaid as a form of payment, sug-
gesting that this expansion is making
new treatment options available to lower-
income adults.

Sebastian  Tello-Trillo, Douglas
Webber, and I examine the effect of los-
ing public insurance on hospitalizations
for behavioral health-care outcomes.!3
We exploit a large-scale and unexpected
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Medicaid disenrollment that occurred
in the state of Tennessee in 2005
(TennCare). This disenrollment led to
190,000 low-income adults losing cov-
erage that had included a generous set
of behavioral health-care services. We
show that losing TennCare reduced the
number of SUD-related hospitaliza-
tions, while the number of mental ill-
ness hospitalizations was unchanged.
Patients with mental illness were able
to replace Medicaid with private and
Medicare coverage, while patients
with SUDs were not able to fill in the
Medicaid gap and instead had to self-
finance hospitalizations after the disen-
rollment. We hypothesize that patients
with SUDs face important social, eco-
nomic, and cognitive challenges that
limit their ability to find substitute
coverage following an insurance loss.
We also show that, post-disenrollment,
behavioral health outcomes decline,
plausibly through reduced treatment
for SUDs and other changes, such as
increased financial strain, as has been
shown by Laura Argys et al.1

Evidence from Private Markets

State governments have attempted
to increase coverage of behavioral
health-care services in private insur-
ance contracts. Beginning in the 1970s,
states have required either that private
insurers include a minimum set of SUD
treatment benefits in contracts or that
the insurer offer a beneficiary the abil-
ity to include SUD treatment services.
Even after adoption of these early man-
dates, coverage was relatively sparse
and insurers could impose cost-sharing
and service limitations that were more
restrictive than those applied to gen-
eral health-care services. Not until the
mid-1990s did states begin to imple-
ment legislation that required cover-
age of SUD treatment services in pri-
vate insurance contracts and equality
between SUD and general health care
services (parity laws).

Popovici, Elisheva Stern, and I
study the effects of parity laws on spe-
cialty SUD treatment provider behav-
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ior.!5 We show that following passage
of a parity law, SUD treatment pro-
viders are more likely to accept pri-
vate coverage and less likely to accept
public coverage, and they increase
the quantity of health care delivered.
Provision of charity care declines post-
parity law; we hypothesize that substi-
tution effects — treating higher reim-
bursement-rate patients — crowds out
care provided for free. Michael French,
Popovici, and I consider the effects
of parity law passage on a more dis-
tal outcome — substance-involved traf-
fic fatalities. We show, using a range
of administrative datasets, that follow-
ing passage of a parity law, SUD treat-
ment uptake increases, SUDs decline,
and substance-involved traffic fatali-
ties drop.16

An carly provision of the ACA, the
dependent coverage mandate (DCM)
implemented in 2010, allowed many
young adults to remain on their par-
ents’ private plan through age 26. The
age limit previously was 19. Saloner,
Cook, Yaa Akosa Antwi, and I exam-
ine the effect of the DCM on insurance
coverage, payment forms, and admis-
sions within the specialty sector.!” We
compare trends in these outcomes for
adults aged 20 to 26 to slightly older
adults unaffected by the DCM. Similar
to ACA-Medicaid, we observe large
increases in private coverage and use
of this insurance to pay for treatment
within the target group. Interestingly,
we observe a decline in admissions post-
DCM. We hypothesize that the DCM
allows young adults to receive care in
other, perhaps more desirable, settings
such as physicians’ offices, rather than
in the specialty settings that we exam-
ine. This is potentially important, as
patients are more likely to remain in
treatment, and therefore better manage
their chronic condition, in settings that

they find acceptable.
The Massachusetts Experience
The Massachusetts health-care

reform of 2006 is viewed by many
policy experts as the blueprint for the

ACA. Both reforms aimed to achieve
universal insurance through expansions
of public and private coverage. Saloner
and I leverage the Massachusetts expe-
rience to study how a large-scale insur-
ance expansion in both the public and
private markets might influence spe-
cialty SUD treatment.!® Massachusetts
compelled private insurers to provide
a relatively generous set of SUD treat-
ment services, and Medicaid covered
these services. We find no evidence
that this reform led to changes in the
number of admissions to treatment or
in the types of payment that providers
were willing to accept. Massachusetts is
unique in that this state had one of the
lowest uninsured rates in the country
prior to its reform, thus our null find-
ings may reflect ceiling effects.

Lessons Learned

Our findings are heterogeneous;
there does not appear to be a “one size
fits all” policy for addressing behavioral
health issues. The effects of expanding
coverage are much more nuanced and
appear to depend on the affected popu-
lation, treatment setting, and outcome.
The mixed findings suggest that, while
there is promise in using insurance
policies to improve behavioral health,
decision-makers must carefully assess
the context in which a policy change is
being considered.
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