Health Insurance May Be
Improving—But Not for
Individuals with Mental Illness

Roland Sturm and Kenneth Wells

Objective. To explore the question of how insurance coverage has changed among
individuals with mental problems compared to the general population in the last two
years.

Data Sources. HealthCare for Communities, a national survey to track health system
changes.

Principal Findings. The percentage of uninsured persons in the general population
has not changed very much, and more respondents believe that health insurance
coverage has improved rather than deteriorated over the years 1996 to 1998. However,
among individuals with probable mental health disorders, more have lost insurance
in those two years than have gained it and more report decreases in health benefits.
Individuals with worse mental health consistently report a deterioration of access to
care compared to individuals with better mental health.

Conclusions. Substantial activity has taken place in state and federal legislation to
increase the mental health benefits offered by health insurance. Although this activity
could have improved health insurance especially for individuals with mental illness,
such persons continue to fare significantly worse than the general population.
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The number of individuals without health insurance increased from 1979
to 1997 (Kronick and Gilmer 1999; Carrasquillo et al. 1999; U.S. Census
Bureau 1997). This has been attributed to declines in the number of em-
ployers offering insurance or in lower employer contributions (resulting in
fewer employees electing coverage due to higher costs) (Fronstin and Snider
1996; Cooper and Schone 1997; Ginsburg, Gabel, and Hunt 1998). Because
individuals with major psychiatric disorders are at high risk for poverty (and
least likely to be able to afford plans that require large contributions) or
unemployment, persons with such disorders may be particularly vulnerable
to becoming uninsured. Even if the improved economy is beginning to reduce
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the likelihood of becoming uninsured, such benefits may not accrue to persons
with mental illness. What are the most recent developments in insurance
coverage and perceived access to care for persons with mental illness, and how
do such coverage and access compare to that seen in the general population?
We investigate these questions using data from a national household survey
that was completed in December 1998.

Persons who are mentally ill are of particular interest because the past
decade has witnessed declining insurance coverage for mental health care,
while at the same time, rapid advances have been made in efficacious treat-
ments and clinical practice guidelines for major psychiatric disorders, such as
affective and anxiety disorders and schizophrenia (Hay Group 1998; Wells et
al. 1996; Depression Guideline Panel 1993; Kessler, Andrews, Mroczek, et al.
1999; Hirschfeld, Keller, Panico, et al. 1997). Although health plans seldom
limit the number of covered outpatient visits or inpatient days for major
medical illnesses, the typical employer-sponsored plan in 1996 imposed
several limits on mental health care, including limits on visits or days, or on
annual or lifetime dollars (Sturm and McCulloch 1998). Similar discrepancies
in coverage for medical and mental illnesses are evident in deductibles,
copayments, and coinsurance rates. These increasing discrepancies have
resulted in an almost 50 percent drop in the mental health share of total health
care costs paid by employment-based insurance over the past ten years (Hay
Group 1998).

In response, the 1990s have brought federal and state legislative activity
in the form of insurance mandates that require mental health care coverage to
maintain the same level as medical care benefits (“parity”). The enactment of
a modest federal mental health parity bill in 1996 was followed by more
ambitious state activity. More than 30 states introduced parity legislation
in 1997 alone (Sturm and Pacula 1999). Although patient advocacy groups
have praised their passage, it is unclear whether or not parity laws represent
a major improvement either in benefits or in access to appropriate care.
In particular, some have been concerned that employers may drop health
care coverage altogether, or may drop mental health coverage, to avoid
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increased costs under parity legislation (Custer 1998; Jensen and Morrisey
1999; Sturm 1997).

DATA AND METHODS

We analyze data from HealthCare for Communities (HCC), a national survey
funded by the Robert Wood Johnson Foundation (Sturm, Gresenz, Sher-
bourne, et al. 1999). HCC was designed to identify variations in health care
and to track health care changes over time. The HCC household survey
reinterviewed participants in the Community Tracking Study (CTS) (Kemper,
Blumenthal, Corrigan, et al. 1996) about 18 months after their initial interview.
The HCC household sample was selected from a random sample of 30,375
adult CTS telephone respondents (the HCC sampling frame), out of which
14,985 were selected for an expected completion of 10,000 interviews. We
obtained 9,585 eligible responses (64 percent response rate). Two populations
are of particular interest in HCC: individuals with likely alcohol/drug/mental
health (ADM) problems and poor individuals. We used information from the
baseline CTS interview to oversample individuals with low income or high
psychological distress; or mental health specialty use from the HCC sampling
frame. This increases the design effects for estimates on all individuals, but
it provides more precise national estimates for these subgroups. To permit
oversampling, the sample was stratified by three factors: (1) low income
(family income < $20,000) versus higher-income (family income > $20,000);
(2) psychological distress, based on the two mental health items included
in the SF-12 instrument (Ware, Kosinski, and Keller 1996); and (3) mental
health specialty outpatient use in the past 12 months versus no use. Weights
to adjust for sampling design and nonresponse were developed to obtain
nationally representative estimates. A full description of the study design
has been published in Sturm, Gresenz, Sherbourne, et al. (1999); additional
information specific to HCC is available at http://wwuw.hsrcenter.org.

We measure probable mental health disorder based on screening items.
Major depressive and dysthymic disorder in the prior year are assessed by
the screening versions of the Composite International Diagnostic Interview
(CIDI-SF) (Kessler, Andrews, Mroczek, et al. 1998; World Health Organi-
zation 1995); generalized anxiety disorder is assessed by the CIDI-SF, and
probable panic disorder by CIDI stem items for panic disorder plus reported
limitation in role functioning on the SF-12 (Ware, Kosinski, and Keller 1996);
probable lifetime bipolar disorder is assessed by a CIDI stem item for lifetime
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manic symptoms; psychotic disorder by having an overnight hospital stay for
psychotic symptoms or by ever having received a diagnosis of schizophrenia
from a doctor. The comparison group is the population that does not exceed
any of the mental health screeners, which we contrast to (a) individuals
who exceed the screener for depression, and (b) individuals who exceed the
screeners for any mental health disorder. In addition, global mental health
was measured by the score on the Mental Health Inventory (MHI-5) (Ware
and Sherbourne 1992; Wells et al. 1996). A higher standardized score (0-100)
indicates better mental health. The median in the population is 84, the 5th
percentile is 40, and the 10th percentile is 52. (The last two percentiles re-
flecting people with poor mental health.) As a third comparison, we compare
individuals with average scores on the mental health inventory (MHI-5 =
84) to individuals with poor mental health (MHI-5 = 48, which would be the
average score for depressed patients of psychiatrists).

We analyze three dependent variables. One is a measure of change in
insurance status (from uninsured to insured, no change, or from insured to
uninsured) over the interval covered by the CTS and HCC interviews. The
other measures are responses to these two questions: Compared to two years
ago, is your health insurance coverage now better, worse, or about the same?
Compared to two years ago, is it easier, harder, or about the same to get good
health care when you need it?

The dependent variables have ordered categorical responses (either
“better-same-worse,” “easier-same-harder,” “became insured-same-lost insur-
ance”), and we use ordered logistic regression models to control for confound-
ing factors. The three mental illness comparisons (any assessed disorder,
probable depressive disorder, global mental health) were used in separate
models as the main independent variable. Other explanatory variables were
age groups (<35 and >50, each contrasted with 35-49), female contrasted
with male, years of schooling, log of family income, ethnic status (white is the
omitted category), and a count of chronic medical conditions.

This analysis has several limitations. The longitudinal panel survey used
here may notbe ideally suited to commenting on insurance rates in the general
population, which is best done by a repeated cross-section survey that avoids
the compounded nonresponse rate of panel data. However, the main finding
of this study is the differential coverage and access change for people with
mental health problems compared with coverage and access for the general
population, for which the panel data are useful. In addition, this study is the
first that is consistent with the latest U.S. Census data, which showed that
the percentage of individuals without health insurance has not significantly
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increased in the last year (Campbell 1999). Mental health disorders are
assessed by a clinical screening instrument, not a full diagnostic measure.
Because we are primarily concerned with patient need, a precise classification
isnot as important for this analysis as it may be for others. The fact that the data
are based on patient self-response and the negativistic perceptions of persons
with depression or in psychological distress, rather than on actual trends, may
account for differences in perceived insurance coverage and access. To avoid
this problem, our first dependent variable is actual insurance status, not a
perception item. We also repeat our analysis, subsetting to individuals with
private insurance in both periods to test for a negativity bias. If negativistic
perceptions were a major factor, individuals with mental illness would report
adverse changes in insurance coverage even among the group with stable
insurance coverage.

RESULTS

Table 1 provides descriptive statistics. Compared to individuals without a
disorder, individuals with a probable mental health disorder are significantly
more likely to have lost health insurance in the past year, significantly more
likely to report that health insurance has deteriorated, and significantly more
likely to find that access to care has become more difficult (p < .001 for
all three comparisons). However, the groups also differ in many other so-
ciodemographic characteristics. More individuals with probable disorder are
female, which is related to higher insurance rates, but other characteristics
are associated with lower insurance rates (e.g., younger, lower income, less
schooling).

Table 2 controls for the confounding factors by using ordered logit
regression and predicts the difference in the outcome measures that is due
to changes in mental health status alone. It shows that individuals with poor
mental health or with probable depressive disorder are significantly more
likely to have lost health insurance and significantly less likely to have gained
health insurance. For depression, it means that the gap in insurance rates
between individuals with probable depressive disorder and those with no
mental health disorder has grown by 2.3 percentage points (1.8 percent more
losing insurance, 1.5 percent fewer gaining insurance) during a period in
which no significant change occurred in the percentage of the population
without health insurance (Campbell 1999). The estimated effect for any
mental health disorder is of the same size as that using the MHI-5, but it is not
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Table 1  Descriptive Statistics

No Any t-test
Mental Health Mental Health None vs. Any

Disorder Disorder  Depression  Disorder
Uninsured now, insured before 3.6 6.7 7.4 p < .001
Health insurance worse now 9.4 15.6 175 p<.001
Access to care harder 14.2 22.5 24.6 p < .001
Female 51 63 64 p <.001
Young 30 34 38 p<.01
ol 38 30 26 $ < .001
Family income in $1,000s 47.0 36.8 382 p<.001
Years of schooling 13.3 12.6 12.8 p < .001
African American 11 15 15 p<.001
Hispanic 93 8.8 8.0 NS
Number of chronic medical conditions 1.2 2.5 2.5 p < .001
N 7348 1853 1309

significant. The (nonsignificant) effect is an increased gap of 1.7 percentage
points in health insurance rates between individuals with any mental health
disorder and those with no mental health disorder.

A similar pattern appears for changes in the perceived quality of health
insurance (generosity), although it is only statistically significant in the MHI-
5 comparison. To determine whether this can be attributed to changes in
having any health insurance (versus having none) or to changes in perceived
insurance generosity among insurance holders, we repeat the analysis subset
to individuals with private health insurance in both periods. The difference
by mental health status largely disappears among this population (bottom
panel of Table 2).

The third dependent variable asks about changes in access to health
care. There is a large and highly significant difference by mental health
status for all three measures. Moreover, subsetting to the privately insured
population reduces the size of the difference, but it remains statistically

significant.

DISCUSSION

The decline in the number of individuals with health insurance from 1979
to 1997 has spurred many policy attempts to reverse this trend (Kronick and
Gilmer 1999; Carrasquillo et al. 1999; U.S. Census Bureau 1998). Mental
health advocates have pointed out that insurance benefits for treating mental
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Table 2 Effect of Mental Health on Change of Insurance Status,
Perceived Insurance Generosity, and Access to Care (in percent)

Probable
Poor Compared Depressive Probable MH
to Average Disorder Disorder (any)
Mental Health Compared to Compared to
(MHI-5) No Disorder No Disorder
Uninsured now, insured before 0.9** 1.8** 0.8
Insured now, uninsured before —0.9** —1.5* -0.9
Health insurance worse now 2.2%%+ 1.8 1.3
Health insurance better now —2.7%%* -2.3 -17
Access to care harder 4.8%** 4.3%% 4.0
Access to care easier —3.1%%* —2.9%** —2.7%**
Among Individuals with Private Insurance
in Both Periods
Health insurance worse now 0.3 -09 0.2
Health insurance better now -0.6 1.5 -0.1
Access to care harder 4.0%** 2.8* 2.4%**
Access to care easier —2.5%% -1.8* —3.7%x*

"9 < .01;%p < .05 "p < .10.

Note: Results adjusted for age, sex, ethnicity, income, and schooling, and weighted to be nationally
representative.

health and substance-related disorders, compared to medical care benefits,
declined even more over the past decade.

This latest survey found little change in the percentage of individuals
without health insurance in the general population over the past two years,
a finding consistent with the 1999 census data (Campbell 1999). In addition,
more respondents—regardless of age, income, or ethnicity—reported that
their health insurance had improved than reported a deterioration (even
among those who were insured in both periods, results not reported). Un-
fortunately, the situation continues to be deteriorating for individuals at risk
for mental health problems. For these groups, rates of being uninsured are
increasing, perceived quality of insurance is declining, and perceived access
to good health care is decreasing faster than for other groups. There is no
consistent similar effect among people with chronic medical conditions, so
the effect of deteriorating insurance coverage appears to be somewhat unique
to mental health care.

More persons with poor mental health, compared to others, report that
their health insurance coverage is worse (p < .01 for global mental health
status, although not statistically significant for the two screeners). Subsetting,
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in both surveys, to individuals with private health insurance removes the
differences by mental health status in perceived change in generosity of
coverage (suggesting that negativism does not appear to affect response to
generosity). Thus, the perception of declining insurance quality is likely
attributable to a loss of insurance coverage among persons with mental
health problems, although some of this effect could reflect the loss of private
insurance among individuals upon becoming eligible for Medicaid. The rate
of Medicaid coverage is about four times higher among individuals with any
disorder than among individuals without a disorder.

Individuals with worse mental health are also relatively more likely
than individuals with better mental health to report that it is getting harder to
obtain good health care when they need it, a measure of need-adjusted access
to care. This deterioration in perceived access to care relative to perceived
access among individuals with better mental health remains significant even
when we subset to people with private insurance in both survey periods.

Although perceived access to good health care appears to be deterio-
rating across the general population as well, the significantly stronger deteri-
oration in access to good health care among individuals with mental health
disorders may be a consequence of insurance market changes in response
to recent mental health parity legislation. This would hold true especially
for state legislation, but it also includes the Federal Mental Health Parity
Act, which became effective in 1998. The National Mental Health Advisory
Council predicted that introducing parity nationwide would accelerate the
trend to increased management of mental health services because “in every
example in which parity has been put into place, management has followed”
(National Advisory Mental Health Council 1998). One would expect that
individuals with mental health needs put more weight on care management
specific to mental health—and have more experience with it. Thus, a differen-
tial shift to more aggressively managed care for mental health care than for
general medical care, as a consequence of recent parity legislation, could be
reflected in the perceived access/quality responses concerning overall health
care among persons with mental health needs. Of course, we do not know if
the time trend revealed declines in their perception of treatment specifically
for their psychiatric disorders.

The finding on access to “good health care” compared to perceived
generosity echoes the distinction between nominal and effective benefits:
policies aimed at mandating certain benefit design structures (nominal ben-
efits) leave open to managed care many other ways to affect an individual’s
effective coverage (Frank and McGuire 1998; Frank, Koyanagi, and McGuire
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1997). Alternative interpretations of the effects on access to “good care” are
possible, including negativity biases. However, the insurance findings are
unambiguous: compared to the general population, individuals with mental
health problems experience a deterioration in their health insurance status.
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