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In addition to the actuarial evidence cited above, SAMHSA conducted a study of the impact Vermont’s
parity law had on its consumers, its employers and its insurance industry. Vermont’s law requires insurers to
provide coverage for mental health and addiction services at full parity with other medical care. In addition,
the Division of Health Care Administration from Vermont’s Department of Banking and Insurance, which is the
state agency that oversees managed care in Vermont, requires that any plan working in Vermont use nationally
recognized clinical placement criteria as guidelines in their utilization review activities. ASAM-PPC is the most
widely used in Vermont.

Spending included two components: health plan payments and consumer out of pocket payments for
deductibles and coinsurance, and co-payments. The SAMHSA study found that in the first two years after the
parity law took effect, overall spending for mental health and addiction treatment actually declined by 8 per-
cent to 18 percent. This was due to a substantial reduction in substance abuse spending. Overall, average
substance abuse spending per Blue Cross Blue Shield member per quarter fell by 47 percent. This resulted in
a reduction in substance abuse spending as a percentage of total spending from 0.37 to 0.24 percent. Spend-
ing reductions were a function not only of lower rates of access but also lower unit costs for treatment. Factors
contributing to the lower unit costs were differences in service mix, case mix, or lower reimbursement negoti-
ated by the health plan.

Health care spending for MH/SA services rose slightly, by 4.4 percent (equal to about 19 cents per
member per month) for Blue Cross Blue Shield, but declined by 9 percent for Kaiser/CHP. The study also found
that MH/SA services accounted for 2.47 percent of total Blue Cross Blue Shield health care spending after par-
ity, up from 2.30 percent pre-parity. This 0.17 percentage increase reflected a 0.26 percent increase for Mental
Health services and a 0.09 percent decrease for Substance Abuse services. Consumers share for substance
abuse services remained the same pre and post parity.

Overall it was found that Vermont’s parity law allowed state residents to access more effective services
at lower cost to themselves and at minimal cost to employers. Seventy percent of fully insured Vermont em-
ployers who had heard about parity indicated they were satisfied with the parity law overall.

* COST SHIFTING
It should be noted that actuarial analyses do not take into account the burden

placed on the state of New Jersey as a result of cost shifting, from the private health insurer to the public sector,
for alcohol and drug addiction treatment.

In 2001, the state Department of Health and Senior Services Substance Abuse Prevention and Treat-
ment Advisory Task Force (hereafter, the Task Force) reported that managed care organizations, by denying or
limiting care, have caused many families to seek access to publicly funded addiction treatment services as their
only alternative. The Task Force referenced a national report that confirmed this private-to-public sector cost-
shifting -- a report that found costs to federal, state and local governments increased by as much as 20 percent.
This scenario has exhausted public sector resources that otherwise could be used to expand addiction treat-
ment capacity in New Jersey.®
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resulting from problem drinking, and $150 million due to illicit drug use. The cost per employee or their family is more
than $1,700.

NCADD - NJ reported that health care costs for individuals with addictions rise significantly prior to beginning
alcohol or drug treatment and then fall dramatically following completion of treatment. The agency also reported that
the National Evaluation Data Services found health care costs declined by 22% to 55% following alcohol or drug treat-
ment, which equates to a savings of over $680 million to $1.5 billion for New Jersey’s industries.

It is NCADD — NJ’s position that A-333 will help to expand alcohol and drug addiction capacity in New Jersey
without relying on additional state resources by enacting ASAM-PPC. ASAM-PPC will provide patients with a treatment
continuum that offers the greatest chance of recovery and consequently will help to ensure that the addiction treat-
ment stays of privately insured people are appropriately covered by the private sector instead of public-sector funds.

Given the potential for expanded addiction treatment capacity that this legislation offers the state, NCADD — NJ
believes it is appropriate for the Commission to investigate the numerous other societal benefits of treating more ad-
dicted residents of New Jersey.

The National Treatment Improvement Evaluation Study (NTIES) is the authoritative source to review such
societal benefits. NTIES is a Congressionally mandated five-year study of the impact of drug and alcohol treatment
on thousands of clients in hundreds of treatment units that received public support from the U.S. Department of Health
and Human Services (HHS), Center for Substance Abuse Treatment (CSAT), and SAMHSA.

NTIES found that addicted clients made progress toward greater self-sufficiency following treatment. More
respondents reported receiving income from jobs, while fewer received welfare income, and fewer were homeless fol-
lowing treatment.

NTIES respondents also reported significant decreases in multiple indicators of criminal involvement. For
example; selling drugs declined by 78 percent; and shoplifting declined by almost 82 percent. Before treatment,
almost half the respondents reported “beating someone up.” Following treatment, that number declined to 11 percent,
a 78 percent decrease.

Lastly, NTIES respondents also reported improvements in client’s mental and physical health. For example,
alcohol/drug-related medical visits dramatically declined following treatment, decreasing 53 percent; those bothered
by mental health problems declined by 35 percent; and those who reported inpatient mental health visits decreased
by 28 percent.

* MEDICAL EFFICACY /| ADDICTION AS A CHRONIC DISEASE

Ensuring Solutions to Alcohol Problems, affiliated with the George Washington University Medical Center,
notes in its primer, Treating Alcoholism as a Chronic Disease, that the lack of widespread screening and brief interven-
tions for alcoholism has meant that alcoholism is more often treated as an acute illness rather than a chronic disease,
with medical interventions frequently occurring only when an individual becomes seriously ill and detoxification is
necessary.
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Requiring ASAM-PPC is not new to New Jersey, as the New Jersey State Health Benefits Plan requires
its use in treatment determinations for enrolled employees in this plan. Nor is requiring use of this criterion
foreign to making addiction treatment determinations in other states. Utilizing ASAM-PPC is consistent with
and advances 8:35-8.1 that states, “Utilization management determinations shall be based on written clinical
criteria and protocols based ... upon generally accepted medical standards.”

The ASAM-PPC is the most widely used and comprehensive national guidelines for placement, con-
tinued stay, and discharge of individuals with alcohol and other drug problems. ASAM published the PPC-2
in cooperation with the Coalition for National Clinical Criteria, a group of approximately 50 representatives
of treatment providers, managed care professionals, federal and state health and addictions agencies, and
the major professional and trade associations of counselors, state directors, physicians and other treatment
providers. It was a component of President Clinton’s Commission on Drug Laws Model Managed Care Con-
sumer Protection Act.

It is a tested treatment planning methodology as well as a cost control mechanism. ASAM-PPC
promotes more efficient contracting for services because there is a check on specific treatment needs, inde-
pendent of the availability of treatment slots. It has been proven to hold promise for matching patients to their
appropriate level of care, thereby avoiding less effective under treatment as well as cost-inefficient over treat-
ment. (Predictive Validity of the ASAM PPC, Magura, American Journal of Addiction, 12(5); 386-397; 2003) Uti-
lizing the ASAM-PPC enables insurers to use the least restrictive alternatives as the mainstay of delivery, while
ensuring those few who need more intense forms of treatment are able to receive appropriate care.?

Healthcare costs can no longer support inefficient care. Today, patients who present for treatment are
increasingly diverse; they are often polydrug users, younger than in the past, representing a greater gender
and ethnic mix and with more serious problems, such as dual diagnosis and a history of being psychologically
and socially impoverished. To successfully help these patients, staff and treatment options must also become
more diverse. Addiction treatment benefits must address the needs of a wide range of individuals of all ages,
offering treatment at different points in the progression, and responding different levels of physical, mental or
social impairment as a result of the disease.™

Differing costs of treatment are associated with intensity of care. Although less expensive treatment
may be seemingly desirable, it is well established that treatment is a not cost effective if it is the wrong treat-
ment. Providing the right treatment at the right intensity is inherently cost effective.' If patients don’t get
enough treatment, then their addiction will continue and any money spent on treatment may be wasted. They
will only end up revolving in and out of detox, emergency rooms, mental health facilities and physicians’ of-
fices, a far greater expense than the cost of initially providing appropriate alcohol and drug treatment. In the
same way, if patients get more treatment than they really need, money is also wasted.®

Many states as well as managed behavioral health firms utilize ASAM-PPC as a cost containment
mechanism. Value Options, one of the nations largest managed behavioral health firms serving over 22 mil-
lion persons through contracts with commercial, publicly funded and federal clients, adopted the latest edition
of ASAM-PPC as its utilization management criteria. Chief medical examiner lan Shaffer M.D. concluded “the
PPC-2 is a strong complement to our clinical values...we recognize that it is a necessary component in deter-
mining effective treatment and planning for people with substance abuse problems and providers.”'®

Washington State’s Insurance Commission developed a permanent rule that (1) defines chemical de-
pendency as a chronic illness and (2) defines ‘medical necessity’ in the treatment of chemical dependency as
that which conforms to the ASAM Patient Placement Criteria. Following the enactment of this rule they found
that “it reduce [d] inappropriate utilization of more intensive or less efficacious medical services”."”
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by a doctor of medicine although amending it to read “determined to be necessary by a physician.” The legislation
broadens such determinations to include determinations about drug addiction treatment -- not only by physicians --
but also by State-licensed addictions professionals based upon an assessment that utilizes patient placement criteria
adopted by the American Society of Addiction Medicine.

The amendments to A-333 do not differ dramatically from other relevant state statutes particularly in our
neighboring state of Pennsylvania (Act 106 of 1989, 40 PS. 908-1 et. seq.) Act 106 specifies that all group policies,
contracts, and certificates subject to the Act shall include benefits for alcohol or other drug abuse and dependency.
Under the Act, the only lawful pre-requisite before an insured obtains non-hospital residential and outpatient coverage
for alcohol and drug dependency is a certification and referral from a licensed physician or licensed psychologist.

In 2003, Pennsylvania’s Insurance Department issued a notice in which it determined that other statutes in the
state governing quality health care accountability and protection do not change the requirements under Act 106 and
should be read in conjunction with existing requirements. Thus, entities subject to these applicable statutes could
continue utilizing pre-certification or utilization reviews provided that the decision of the pre-certification or utilization
review does not limit the Act 106 certification and referral by the licensed physician or licensed psychologist.?

Many states, like Pennsylvania, are not suffering from inadequate insurance laws addressing the treatment of
alcohol and drug addiction but instead suffer from inconsistent and lax enforcement of these laws — laws that man-
aged care organizations sometimes violate. In fact, another study by Ensuring Solutions of 70 health plans studied
in 36 states, found at least 10 major health plans in five states, Florida, Georgia, Nevada, New York and West Virginia,
failed to comply with state laws governing insurance coverage for addiction (for study purposes, the insurers remain
unnamed). The most common violation found was that health plans are not allowing patients to remain in treatment
as long as required by state law.*!

Enforcement of existing prescriptive laws like those in place in New Jersey and Pennsylvania can improve
access to alcohol and drug addiction services. According to the Drug and Alcohol Service Providers Organization of
Pennsylvania most of the insurers in Pennsylvania are now in compliance with Act 106 and are not pre-certifying ad-
diction treatment stays determined, certified and prescribed by a physician or licensed psychologist.

* CONCLUSIONS

Opponents of A-333 express concern that employees will not participate in the full course of treatment if no
limits are imposed and that unlimited benefits will result in a revolving door.

In response, A-333 does not offer “unlimited benefits” for alcohol and drug addiction treatment — it offers
addiction treatment determined to be necessary based upon an assessment that utilizes patient placement criteria
adopted by the American Society of Addiction Medicine. These criteria are a more-than-adequate cost-effective and
efficient check on addiction treatment determinations found to be necessary by a physician or state-licensed addic-
tions professional.

In fact, it was the aforementioned State Department of Health and Senior Services Task Force that found that
patients experience a “revolving door of treatment” or series of treatment episodes that are then used to call treatment
efficacy into question because managed care organizations authorize treatment that is often of insufficient duration to
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