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A SEA CHANGE IN REIMBURSEMENT
PARITY FOR BEHAVIORAL HEALTH
By Bill Bithoney, MD, FAAP and Rachel Laureno, MBA

T

he behavioral health market has
been undergoing a transformative
shift making it ripe for growth and
consolidation. With the sheer volume of
patients now insured for behavioral health
needs outpacing the availability of services
to treat them investors foresee compelling
opportunities to enter the marketplace.
Recent developments continue to set the
stage for opportunity.

A Legislative Backdrop
on Parity
Underlying these occasions for investment
and expansion is a sub-sector of healthcare
that has often faced low reimbursement
rates and lack of payment for behavioral
health interventions. In 2008, Congress
took a proactive step to address these
issues and passed the Mental Health Parity
and Addiction Equity Act (MHPAEA). It
mandated that behavioral health issues and
medical issues be treated under the same
terms and conditions when covered by
health insurers, and later revisions to the act
required most insurance plans cover mental
health and substance abuse services. Also
in 2008, Congress passed the Medicare
Improvements for Patients and Providers
Act (MIPPA), which increased access to
mental health in Federal programs. In
2013, Congress issued clarifying legislation
imposing penalties and sanctions on
insurers that did not comply with these
requirements. This spate of legislation was a
welcome change for patients, mental health
professionals and healthcare providers.
Less discussed, however, is the salutary
effect this legislation will have on
investments in behavioral health. The
MHPAEA has resulted in a sea change

in reimbursement. This improved
reimbursement has already resulted in
an increase in investment activity in the
behavioral health arena, especially in the
many states where true behavioral health
parity has been achieved.
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Enforcing Parity in
New York
Unfortunately, the reality of “parity” has
been a mixed state-by-state patchwork
of coverage (or lack thereof), which has
resulted in an ongoing tussle between
payers, treatment providers and regulators.
Now New York State offers an intriguing
model in which regulators are enforcing
mental health parity laws as part of
a proactive two-year campaign. Most
recently, in March of 2015, New York
State Attorney General Eric Schneiderman
announced a settlement with Excellus
BlueCross BlueShield, headquartered in
Rochester, N.Y., after alleging that Excellus
had violated the state and federal mental
health parity laws by using inappropriate
behavioral health reimbursement criteria.
According to the Attorney General’s
investigation, Excellus required that
members fail outpatient treatment multiple
times before getting inpatient care. Such
a protocol contradicts state law and is
not applied by Excellus to medical care.
Schneiderman alleged that some denials
appeared arbitrary, and Excellus did not
appropriately cover residential treatment
for behavioral health conditions in its
standard contract.
As a result, the non-profit health insurer
now must notify its 3,300 clients who were
denied inpatient behavioral health services
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of their right to appeal, cover the cost of the
Attorney General’s $500,000 investigation
and may be required to reimburse
approximately $9 million.
This is an important moment in shaping the
industry’s trajectory, as Excellus is one of
five major companies to recently reach such
a settlement regarding violations of the
MHPAEA. Previously, Schneiderman’s office
settled with ValueOptions, MVP Health
Care, EmblemHealth and Cigna for parity
violations.

The Shifting Tide Towards
Greater Coverage of
Inpatient Treatment
With the aggressive enforcement of the
federal MHPAEA mandate, the tide is
continuing to shift toward greater coverage
for patients with substance abuse and
mental health issues in New York—which
may now serve as a model for other states
as they address issues of behavioral health
and medical illness “parity.” This will provide

an additional boost in behavioral health
revenues, particularly for inpatient and
substance abuse treatment centers. It will
also set the stage for increased investment
in behavioral health by healthcare investors,
who will continue to see room for growth as
reimbursed revenues increase.
Over the next five years, we envision
more and more consolidations, mergers
and acquisitions in this field as investors
recognize the unique confluence of
investment opportunities inherent in
a market dominated by small niche
behavioral health programs. As these
programs join together, they will be able to
create value for patients, communities and
investors. The efficiencies created should
result in improved care delivered by highly
profitable, clinically excellent programs.
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