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The Honorable Donna E. Shalala 
Secretary
Department of Health and Human Services 
Washington, D.C. 20201

Dear Secretary Shalala:

For your information, I have enclosed an editorial and an article from the Chicago Tribune 
citing how the "Institute for Mental Disease" (IMD) exclusion iUogically restricts drug treatment 
capacity. I know this issue has been brought to your attention previously, but to date there has 

been no movement.

I personally concur with President Clinton’s efforts for health care reform and his drug strategy 
goals. Eliminating the IMD exclusion now would be totally consistent with both elforts and an 
extremely bold policy move toward positive change. It would also offer hope and help to 
thousands of drug addicted women and their children, especially in our irmer cities where the 
need for more drug treatment is staggeringly obvious. Please, consider this common sense 

policy change.

Thank you for you consideration and continued leadership.

J^es E. 
Director

JEL/mmb

Attachments (2)

cc: Mr. Peter Edelman



FouwntJucio. 1M7
John W MadicaN. Publtitm Jack FUUXH. fraUmt HowaM A-Ttmeu, Sditor

N. Don WyCUFT, UbtrialPofSduor f. RICHAKI) OCCONI. UvaglM ««0'- OwtN Youncman. Ateiuiw kdlior
Ellcn SoniBEK. IXPUD' Edlwrlol fagt Xtfiior ANN Ma» Unmia. OlPUO Menafint Uiur

Saction 4 Sunoty. Novmbr 2i, 1993

A deft beginning on a crime plan...
•niere probably isnt a poUtlclan In America these 

days who doesn't cUim to have a plan to nght crime.
unfortunately, what most of them put forth is 

merely sloganeering, posturing ai^ a “hang-’am-hirt" 
annda—more 9t the same sunplistic approach that 
has brought huge increases in prison costs but no 
and to the rise in violent crime.Mayor Richard Daicy. clearly positioning Wnwlf 
for next winter's re-election campaign, unveiled hu 
latest package of crime-fighting ideas last wwk. But 
the mayor, a former state's attorney who is familiar 
with the complexiues of crime and punishment and 
his staff have taken a carefully wielded carving knife 
rather than a sledgehammer to the Uwe.
.•His plan U a detaUed set of mosUy well-reasoned 
proposals that address specific crime sources such m 
gangs, guns, drugs, domestic violence and child 
abuse. It warrantt serious le^slatlve consideration.

There are several dozen particulars on the mayor s 
list, ranging from community service for young of­
fenders to the surrender of firearms by persons 
charged with stalking or domestic violence. Wiretaps, 
how largely restricted in minoU to narcotics Inyesti- 
igatlons. could be used against major gang criminals, 
landlords seeking to oust gang activity could get 
help from the state's attorney. Gun-law enforcement 
would be tightened and assault waapons would be 
banned sUtewide. Maximum sentences would be 
lengthened for several categories of drunk-driving, 
vir'eapons-relaled and gang crimes.■ Not every idea put forth is wise or valuable. The 
mayor advocates, for example, civil suiU ^inst 
manufacturers of weapons that can be readuy con­

verted to illegal automatic firepower. Such convert 
Slons are indeed a real and growing problem, but the 
answer lies in straightfonvard bans and lanctiona, 
not another vehicle for tort-lawyer manipulation.

Also, none of these proposed measures-like the 
many criminal taws already on the books—can work 
in Social strategies luch as community po­
licing. recreational programs and gtable tehoota can 
do more to reduce violence by young people aiv number of taws dealing with crime after the 
These are areas in which Daley has already launched 
initiatives, which he must pursue with vigor.

Retat^ to this, the mayor suggests the state finally 
move on a concept outlined in 1890 by the Illinois 
Juvenile Justice Commission. Their idea was to set 
up community-based alternatives to Juvenile Court, 
emphasizing intervention with young delinquents 
who are at risk of growing into ftiU-ftadged c^inata

This is an idea that should indeed be dusted off and 
translated tnto action. But it shouldn't, and doesn't 
need to. entail a new layer of bureaucracy.

Cities, oounties and the state already have many 
public, private and community programs design^ to 
help troubled kids and tamilies. But these various 
operations are most often fragmented and uncoordi­
nated, reducing the effectiveness of the total money 
and effort expended. ___

Daley should turn loose the team that developed his 
crime-fitting package to develop an equally detailed, 
nlnpolnted plan for pooling and focusing enme-pre- 
venfion programs. And he wouldn't need legislation 
to accomplish this—just an overriding, persistent 
commitment to rescuing endangered children.

.. and an addlebrained drug policy
Elsewhere on the crime front
President Clinton and Congress are gaining head­

lines as they move toward enactment of a g23 billion 
ceime package that Includes more prisons, more po- 
Uce and a raft of federal death-penalty offenses.
^ But an obKura cUssincation that's ilraady in the 
government rules book U actually Impeding efforts 
by states and community organizations to employ 
one of the most desperately needed, under-used tools 
in the anti-crime arsenal; drug treatment 
■-A drug-treatment center that provides residential 

care for up to 16 addicts can get half the cost covered 
by federal Medicaid. But. in a process that only a 
thoroughly brainwashed bureaucrat could fathom, a 
center that takes in J7 patients, or more, geu cut off. 
Meanu-hile. more than 10.000 people in DUnols alone 
ai« on waiting listt for drug treatment or evaluation.

This Is not only a ridiculous policy in human terns 
but, as state ofilcials point out, an absurd spending 
polic^• as well. It costs an average S7f»0 In Illinois to 
treat a pregnant addict so she can deliver a drug-free

babiK- But the average price—pyiMlly
to gSlDW. Or a year in prison—^where fiie pending 
federal crime bUl does provide new funds fOr drug 
treatment—cosU the state more than gl6.000.

States are free to run larger drug-treatment centers 
as long as they pick up the entire tab. But doing so 
creates another dumb dUamma: Low-income clients 
then lose Medicaid benefits for all of their health 
care. This means ■ pregnant patient loses coverage 
for prenatal care and delivering her baby. If she stays 
booked and delivers a coke«ddictad infant, however, 
the feds will pay.Clinton plei^ad in his campaign to re-direct more 
resources to mug treatment and prevention. It's a 
promise be has done little to effect, so far main­
taining about the same level as the Bush administra­
tion, with far larger sums going to drug-taw enforce­
ment ^orts. Clinton should start to move In the 
promised direction by straightening out the rules to 
help drug-treatment centers.
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big nightmare
Having more than 16 beds 

can mean loss of U.S. funds
^MKanntli 
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Jewell Oates, exeartive directof of the Women's Treat­
ment Center, has had to open other treatment pro- 
ffams because of the U.S. rules. She hopes a pant 
to open another 16-bed pro»em fbr pregnant and 
parenting women won't jeopardize the center.

Id 1960» niinot* nlWMalfl plAlU tO OpCO
of the country's premier drug-treatmoit centers, with 70 
beds fix- addicted women who were pregnant or raising 
young children.

'lliree years later, the Women's 'Treatment Center is 
operating In the tbimer Mary 'Tbompaon Hospital, 140 N. 
Adiland Aee. But the West Side center has cmly 16 inpa­
tient beds for pregnant women and mothers, the vulner­
able population that the state was so Interested in tar- 
geting.

State officials say they wish they could open more 
beds, but they say a (Meral law is standing in the way.

'The Meral law is known by three letters: IMD. 'Ihey 
stand for *institute for mental diseases," which is what 
the Meral goveniment considers drug-treatment centers 
If they have more than 16 beds and aren't part of a fUU- 

hospital
Normally, Medicaid pays states for half the cost of 

medical care for the poor. But under a decades-old Mer­
al policy, Medicaid will not reimburse states for any of 
the coats sf treating patients in institutes for mental

, As a result at a time when more than 10,000 Il­
linoisans are on waiting lists to receive drug treatment 
or to be evaluated for it the states must limit inpatient

SBs TBBAmiifT, Pacs 6

Treatment
CoMiNUSO From Paob 1 
programs to 16 beds if they want 
the federal govemntent to split the 
costs.

. states can operate larger centers 
if they want to pay all the costs. 
But the low-income clients would 
lose Medicaid coverage for all 
other health care. Pregnant drug 
addicts would lose coverage for 
jn^oiatal care and dellverlilg their 
babies.

Even so, many drug-treatment 
programs in Dllnois and else­
where are exceeding the 16-bed 
limit because of the great demand 
fbr their services. 'The larger cen­
ters can only hope that Medicaid 
never catches their clients when 
they go to the doctor fbr other 
medical treatment

Officials fkxnn Illinois and other 
states have asked the Meral gov- 
enunent to lift the IMD restric­
tion, celling it one cf the largest 
Impediments to »»r«n<Ung drug 
treatment

‘It's abaolutety goofy. U doesn't 
make sense," said Jim Long, direc­
tor of the Illinois Department of 
AknhoUsm and Substance Abuse 
'This month during a tour of the 
Wonoen's 'Treatment Center, Long 
urged President Clinton's drug 
cxar, Lee Brown, to lift the restric­
tion.

Henry Bartlett, an administrator 
in the New York Office of Alcohol­
ism and Substance Abuse Servic­
es, said IMD "Is just stilling to 
drug treatment"

But so far. the Meral govern­
ment isn't budging. Allowing 
treatment centers to expand and

still qualify for Medicaid would 
cost the Meral government tens 
of millions of dollars annually, 
gsderal officials say.

'The states argue that lilting the 
IMD restriction would save Medi­
caid money in the long run.

In Illinois, caring for a baby 
bora addicted to drugs costs an 
average of $31,000, a sUte task 
force found last year. Providing 
treabnent to the baby's mother be­
fore she deUvers costo an avenge 
I7J»0.

Hie task force urged the federal 
government to lilt the IMD restiic- 
ticn for drug treatment

DID restricts aU inpatlent-treat- 
ment programs, regardless of their 
clients.

But pregnant and parenting 
women are most signflcantly af­
fected hecause they, more than 
other groups, need a place to Uve 
while breaking ffielr addictions.

Haymarket House, which 
operates drug-treatment centers 
for a range of dli^ in the Chica­
go area, has had to scale back a 
nrogram far pregnant vromen to 
16 beds foam $$. But Haymarket 
decided to forgo Medicaid cover­
age for another program for ad- 
dicM men because of the great 
need for services, said Ray 
Soucek, HaymarkePs executive di- 
rector. _ ~.

IMD ‘deOnltety hampers getting 
people into treatment." Soucek 
said.

Jewdl Oates, executive director 
of the Women's 'Treatment Center, 
has had to open othm treatmmt 
programs, some of them aritbout 
residential services, in the empty 
spaces that woe left at the live-

story former hospital when it was 
learned that the pregnant and par­
enting women's program would 
have only 16 beds, not 70.

Recently. Oates learned that the 
center had won a grant to open 
another 16bed program for preg­
nant and parenting women. But 
Oates' happiness has been tem­
pered with worry that under IMD, 
the new program may Jeopardize 
Medicaid funding for the 16 beds 
she has.

"We're getting caught up in a 
bureaucratic iiigbtmare," Oates 
said. “It's very frustrating."

As frustrating as IMD is, pro­
viders say it used to be worse. 
Until this year, the federal govern­
ment counted children toward the 
16-bed limit In programs where 
MUUrtMi mothers live with their 
kids.

As a lesutt, women had to be 
separated from their children, 
many of whom had nowhere else 
to go, or dse the treatment centers 
served fewer than 16 women.

Federal officials are sympathetic
to the stales' IMD compialnts. said 
Chester Stroyny, director of the 
federal H—wh Care Financing Ad­
ministration for the six-state Mid­
west region. But he acknowiedged 
that there is no guarantee that the 
restriction will be lifted soon.

Ihe federal government recenUy 
awarded six states money to study 
the Impact of expanding drug 
treabnent under Medicaid. Illinois 
felled to wbi one of those grants.

The results fomn these demon­
stration projects may be the basis 
for yni"* leglalaUve proposal" to 
lift IMD, Stroyny said, “but that U 
several years away."
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Jennlfbr Loney kisses her son Aaron In their room at the dren at the center,which is restricted to only 16 Inpatient beds
Women’s Treatment Center. Loney lives with her throe chil- because of a federal law that can cut off fending.
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TMbun* photo Iqr Joo< M. Otoho
Drug-treatment centers, suet) as the Women’s Treatment Center, can only have 16 inpatient beds. If 
they have more, they risk losihg Medicaid fending for low-income clients.



Jim Edgar 
Governor

STATE OF ILLINOIS
DEPARTMENT OF 
ALCOHOLISM AND 
SUBSTANCE ABUSE

JAMES R. THOMPSON CENTER 
100 WEST RANDOLPH STREET 

SUITE 5-600 
CHICAGO. ILLINOIS 60601 

OFFICE NUMBER; (312) 814-3840 
TDD NUMBER; (312) 419-8432 
FAX NUMBER; (312) 814-2419

James E. Long 
Director

January 4, 1994

Mr. Jose Cerda 
Senior Policy Analyst 
The White House 
Old Executive Office Building 
Room 22^ r 
Washing?^ D.C. 20500

Dear Mr^

dTlranks for your encouraging letter. I have enclosed a letter which I received from Sally 
Richardson in reply to my letter to Secretary Shalala, as well as, my response. Richardson’s letter is 
bureaucratic evasiveness and as previous administrations did, avoids directly addressing the issue.

Clearly, the reason for avoidence is fear of increasing costs. However, I believe that HCFA does 
not understand the issues and does not have enough facts to analyze the issues objectively. Wherever 
Medicaid pays hospital rates for drug treatment, Medicaid is paying too much. And, study after study 
verifies that drug treatment results in decreased health expenditures. The untreated Medicaid addict 
generally costs Medicaid more than the average Medicaid client. This same reasoning is one of the key 
reasons the Presidents’ Health Care Reform Proposal includes drug treatment in non-hospital programs 
as the preferred setting.

I will also share my letter to Richardson with Secretary Shalalas’ Office, Martha Gagne, and Dr. 
Brown. As I said in my letter to Richardson, I will continue to try to get the key folks to look at the 
facts.

I hope you have A Happy and Healthy New Year. 

Sini^ely,

E. Long 
CTOR

JELibjk

Primed on Recycled Paper



STATE OF ILLINOIS
DEPARTMENT OF 
ALCOHOLISM AND 
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JAMES R. THOMPSON CENTER 
100 WEST RANDOLPH STREET 

SUITE 5-600 
CHICAGO, ILLINOIS 60601 

OFFICE NUMBER: (312) 814-3840 
TDD NUMBER: (312) 419-8432 
FAX NUMBER: (312) 814-2419

Jim Edgar 
Governor

James E. Long 
Director

January 4, 1994

Ms. Sally K. Richardson 
Director
Department of Health & Human Services 
Medicaid Bureau 
6325 Security Boulevard 
Baltimore, MD 21207

Dear Ms. Richardson:

Thank you for your timely response on behalf of Secretary Shalala regarding my letter 
on the "IMD exclusion". However, your letter neither addresses nor refutes my 
specific points about the inappropriate application of the "IMD exclusion" to non­
hospital, residential substance abuse treatment centers.

Your references to Medicaid law are accurate. But, the references do not explain or 
require application of the "IMD exclusion" to substance abuse treatment centers.

1. The "IMD exclusion" is intended to restrict federal payment for state mental 
hospitals, probably those serving the chronically mentally ill.

2. Addiction to alcohol and/or other drugs is not a mental illness. The American 
Medical Association and the World Health Organization are two of numerous 
professional organizations which recognize addiction as a primary illness, not 
a subset of mental illness. HCFA stands alone in defining addiction as a mental 
illness.

3. HCFA's inclusion of addiction as a mental illness is an administrative decision 
not a statutory mandate.

4. In Illinois, as in most states, state government operates state mental hospitals. 
Substance abuse treatment centers are generally operated by not for profit 
organizations or local public health departments. The "IMD exclusion" was 
intended to apply to state mental hospitals.

Printed on Recycled Paper



Ms. Sally K. Richardson 
January 4, 1994 
Page 2

5. Current policy allows substance abuse treatment to be conducted in a hospital 
without any restrictions. Hospital-based treatment is more costly and, no more 
effective than community-based non-hospital treatment. The "IMD exclusion" 
is inconsistent with the Medicaid principal in Section 1396a(a)(30)(A) of the 
Social Security Act that payments be "consistent with efficiency, economy, 
and quality of care and... sufficient to enlist enough providers".

In our Illinois experience, most hospitals are disinterested in serving the poor addict 
and they are unwilling to accept our rates for this population. However, current 
medicaid policy would allow us to raise our average daily rates from $150 to $500 
or $600 to attract hospitals to serve poor addicts, especially pregnant women and 
women with children. We have not done this in Illinois because it would be wrong 
and illogical to pay more and get lower quality care. At the same time we have 
unused non-hospital capacity which could be utilized quickly, efficiently, and 
economically if the "IMD exclusion" were eliminated.

I have also enclosed a brief paper on this issue which explains our reasoning further.

Obviously, I feel very strongly about this issue. Regardless of the outcome, I would 
truly appreciate a direct and meaningful discussion of the issues, pertinent law, and 
policy.

Thank you for your consideration.

Ja^es E. L 
Director

JEL/jy

Enclosure
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DEPARTMENT OF HEALTH & HUMAN SERVICES Health Care Financing Administration

OEC -8 1993

Mr. James E. Long 
Director
State of Illinois Department of 

Alcoholism and Substance Abuse 
State of Illinois Center 
100 West Randolph Street 
Suite 5-600
Chicago, Illinois 60601

6325 Security Boulevard 
Baltimore, MD 21207

DIRECTOR’S OFFICE
I SI993

AND SUBSTANCE ABUSE

Dear Mr. Long:
This is in response to your letter to Secretary Shalala, which 
was referred to this agency for review since we administer the 
Federal aspects of the Medicaid statute. Specifically, you wrote 
to the Secretary regarding the "IMD exclusion."
Section 1905 of the Medicaid law excludes from consideration as 
medical assistance any payment on behalf of individuals between 
the ages of 22 and 65 who are inpatients of institutions for 
mental diseases (IMDs). This exclusion has a long history in the 
context of the Medicaid program and other public medical 
assistance programs that preceded it. It reflected a 
Congressional decision that funds made available under the 
Medicaid program should be used by States to augment rather than 
replace State expenditures for medical care. Since States had 
traditionally maintained institutions for the care of the 
mentally ill, Medicaid funds were generally prohibited for that 
purpose. Although there have been proposals in the Congress to 
eliminate this exclusion from the law, none of them has been 
enacted to date.
Outside the IMD exclusion, however, there is no Federal limit on 
Medicaid funding of services for the mentally ill. Specifically, 
there is no limit on the extent to which the costs of outpatient 
hospital or physician services may be covered by the States.
The reason for which drug treatment centers with 16 or fewer beds 
are not considered to be IMDs, and therefore not subject to the 
statutory exclusion, is also contained in the Medicaid law. 
Specifically, section 1905(1) specifies that "The term 
'institution for mental diseases' means a hospital, nursing 
facility, or other institution of more than 16 beds, that is



primarily engaged in providing diagnosis, treatment, or care of 
persons with mental diseases. Including medical attention, 
nursing care, and related services.” (Emphasis supplied.] Thus, 
the 16-bed limit is not, as the Chicago Tribune would have it, a 
process that only a thoroughly brainwashed bureaucrat could 
fathom." Rather, it is a matter of law as enacted by Congress, 
and we are bound by that law.
Thank you for giving us the opportunity to address your conceps. 
If I may be of assistance in the future, please do not hesitate 

to write to me.
Sincerely yours,

sally K. Richardson 
Director 
Medicaid Bureau



(Dibttnt
Founded Jum lo. ih:

John W Madigan. Publistur Jack Fuui*. FnaUkat HowaW) A-Ttmer. Editor 
N. Don WyCUFF, £dJl«riafAfeU>«>'’ F. RJCHARD CiCCONE, Momvfiv 0<«>r OWEN YOUNCMAN, F’towru Uiilor 

^Lir.ti SOCTCBZH. Dtpiuy Bdlwrial Pott Editor ANN Mame UriNSKI. Dtouo Monotint Editor

Section 4 Sunday. November 21. 1993

A deft beginning on a crime plan...
•There probably isn’t a politician in America these 

days who doesn't claim to have a plan to light crime.
llnlortunately, what most of them put forth is 

merely sloganeering, posturing and a •'hang-'em-high’’ 
agenda—more of the same simplistic approach that 
has brought huge increases in prison costs but no 
end to the rUe in violent crime.

■ Mayor Richard Daley, clearly positioning himse^ 
for next winter’s re-election campaign, unveiled his 
latest package of crime-nghting ideas last week. But 
the mayor, a former state’s attorney who is familiar 
•with the compleidUes of crime and punUhment. and 
his staff have taken a carefuUy wielded carving knife 
rather than a sledgehammer to the Usue.
~-His plan is a detaUed set of mosUy weU-reasoned 
proposals that address specific crime sources such as 
gangs, guns, drugs, domestic violence and child 
abuse. It warrants serious legislative consideration.

There are several dozen particulars on the mayor’s 
list ranging from community service for young of­
fenders to the surrender of firearms by persons 
charged with stalking or domestic violence. Wiretaps, 
how largely restricted in Illinois to narcotics investi- 
igations, could be used against major gang criminals. 
Landlords seeking to oust gang activity could get 
help from the state’s attorney. Gun-law enforcement 
would be tightened, and assault weapons would be 
banned statewide. Maximum sentences would be 
lehgtocned for several categories of drunk-drlvlng. 
w'eapons-related and gang crimes.
■ Not every Idea put forth is wise or valuable. The 
mayor advocates, for example, civil suits against 
manufacturers of weapons that can be readily con­

verted to illegal automatic firepower. Such conver­
sions are indeed a real and growing problem, but the 
answer lies In strai^tforward bans and sanctions, 
not another vehicle for tort-lawyer manipulatioa 

Also, none of these proposed measures—like the 
many criminal laws already on the books—can work 
in isolatloa Social strategies such as community po­
licing. recreational programs and stable schools can 
do more to reduce violence by young people than any 
number of laws dealing with crime after the fact 
These are areas in which Daley has already launched 
initiatives, which he must pursue with vigor.

Related to this, the mayor suggests the state finally 
move on a concept outlined In 1890 by the minois 
Juvenile Justice Ck>mmission. Their idea was to set 
up commuidty based alternatives to Juvenile Court 

intervention with young delinquents 
who are at risk of growing Into fUU-Dedged criminals. 

This is an idea that should indeed be dusted off and 
translated into action. But it shouldn’t and doesn't 
need to. entail a new layer of bureaucracy.

Cities, counties and the state already have many 
public, private and community programs designed to 
help troubled kids and families. But these various 
operations are most often fragmented and uncoordi­
nated, reducing the effectiveness of the total money
and effort expended. .................

Daley should turn loose the team that developed his 
crime-nghting package to develop an equally detaUed. 
pinpointed plan for pooling and focusing crime-pre­
vention programs. And he wouldn’t need legislation 
to accomplish this—just an overriding, persistent 
commitment to rescuing endangered children.

. and an addlebrained drug policy
. Elsewhere on the crime front
President Clinton and Congress are gaining head­

lines as they move toward enactment of a S23 billion 
crime package that Includes more prisons, more po­
lice and a raft of federal death-penalty offenses.

But an obscure classification that’s already in the 
govermnent rules book is actually Impeding efforts 
by states and community organizations to employ 
one of the most desperately needed, under-used tools 
in the anti-crime arsenal: drug treatment 
‘ A drug-treatment center that provides residential 

care for up to 16 addicts can get half the cost covered 
by federal Medicaid. But in a process that only a 
tlioroughly brainwashed bureaucrat could fathom, a 
center that takes in 17 patients, or more, gets cut off. 
Meanwhile, more than 10.000 people in Illinois alone 
are on waiting llsu for drug treatment or evaluation.

.This is not only a ridiculous policy in human terms 
but. as state officials point out. an absurd spending 
policy as well. It costs an average 87,000 In Illinois to 
treat’a pregnant addict so she can deliver a drug-free

baby. But the average price—typically borne by 
Medicaid—of caring for a baby addicted at birth runs 
to $31,000. Or a year In prison—where the pending 
federal crime bill does provide new funds for drug 
treatment—costs the state more than $16,000.

States are free to run larger drug-treatment centers 
as long as they pick up the entire tab. But doing so 
creates another dumb dilemma; Low-income clients 
then lose Medicaid benefits for all of their health 
care. This means a pregnant patient loses coverage 
for prenatal care and delivering her baby. If she stays 
hooked and delivers a coke-addicted infant, however, 
the feds will pay.

Clinton pledged In his campaign to re-direct more 
resources to drug treatment and prevention. It’s a 
promise he has done little to effect, so far main- 
uining about the same level as the Bush administra­
tion, with far larger sums going to drug-law enforce­
ment efforts. Clinton should start to move in the 
promised direction by straightening out the rules to 
help drug-treatment centers.
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Jewell Oates, executive director of the Women’s Treat­
ment Center, has had to open other treatment pro­
grams because of the U.S. roles. She hopes a grant 
to open another 16-bed program fbr pregnant and 
parenting women won’t Jeopardize the center.

Drug centers’ 

big nightmare
Having more than 16 beds 

can mean loss of U.S. funds
ByRobKaimth
Twecke Stajt Writer

In 1990, Illinois officials announced plans to open one 
of the country’s premier drug-treatment centers, with 70 
beds for addicted women who were pregnant or raising 
young children.

’Three years later, the Women’s Treatment Center is 
operating in the former Mary ’Thompson Hospital 140 N. 
Ashland Ave. But the West Side center has only 16 inpa­
tient beds for pregnant women and mothers, the vulner­
able population that the state was so interested in tar­
geting.

State officials say they wish they could open more 
beds, but they say a federal law is standing in the way.

The federal law is known by three letters: IMD. They 
stand for ’’institute for mental diseases,” which is what 
the federal government considers drug-treatment centers 
if they have more than 16 beds and aren’t part of a tUll- 
servlce hospital

Normally, Medicaid pays states for half the cost of 
medical care for the poor. But under a decades-old feder­
al policy, Medicaid will not reimburse states for any of 
the costs of treating patients in institutes for mental 
diseases.
. As a result at a time when more than 10,000 Il­
linoisans are on waiting lists to receive d^ treatment 
or to be evaluated for it the states must limit inpatient
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Treatment
Continued From Page 1 
programs to 16 beds if they want 
the federal government to split the 
costs.

States can operate larger centers 
if they want to pay all the costs. 
But the low-income cUents would 
lose Medicaid coverage for all 
other health care. Prepiaht drug 
addicts would lose coverage for 
prenatal care and dellveritig their 
babies.

Even so. many drug-treatment 
programs in Illinois and else­
where are exceeding the 16-bed 
limit because of the great demand 
for their services. 'The larger cen­
ters can only hope that Medicaid 
never catches their clients when 
they go to the doctor for other 
medical treatment

Officials born Illinois and other 
states have asked the federal gov­
ernment to lift the IMD restric­
tion, calling it one of the largest 
impediments to expanding drug 
treatment

‘Tt’s absolutely goofy. It doesn’t 
make sense," said Jim Long, direc­
tor of the Illinois Department of 
Alcoholism and Substance Abuse. 
This month during a tour of the 
Women’s ’Treatment Center, Long 
urged President Clinton’s diug 
czar, Lee Brown, to lift the restric­
tion.

' Henry Bartlett an administrator 
in the New York Office of Alcohol­
ism and Substance Abuse Servic­
es. said IMD "U just stilling to 
drug treatment"

But so far. the federal govern­
ment isn’t budging. Allowing
♦ rPr'fOT'C ovripnf^ .‘in.'l

still qualify for Medicaid would 
cost the federal government tens 
of millions of dollars annually, 
federal officials say.

The states argue that lifting the 
IMD restriction would save Medi­
caid money in the long run.

In Illinois, caring for a baby 
born addicted to drugs costs an 
average of $31,000, a state task 
force found last year. Providing 
treatment to the baby’s mother be­
fore she delivers costs an average 
tJjaoo.

’The task force urged the federal 
government to lift the IMD restric­
tion for drug treatment

IMD restricts all inpatient-treat­
ment programs, regardless of their 
clients.

But pregnant and parenting 
women are most slgnficantly af­
fected because they, more than 
other groups, need a place to live 
while breaking their addictions.

Haymarket House, which 
operates drug-treatment centers 
for a range of clients in the Chica­
go area, has had to scale back a 
program for pregnant women to 
16 beds from 22. But Haymarket 
decided to forgo Medicaid cover­
age for another program for ad­
dicted men because of the great 
need for services, said Ray 
Soucek, Haymarket’s executive di­
rector. .......

IMD “definitely hampers getting 
people into treatment,” Soucek 
said.

JeweU Oates, executive director 
of the Women’s Treatment Center, 
has bad to open other treatment 
programs, some of them without 
residential services, in the empty 

tti3t ’.vnre Ic'fl ^t the five-

story former hospital when it was 
learned that the pregnant and par­
enting women’s program would 
have only 16 beds, not 70.

Recently, Oates learned that the 
center bad won a grant to open 
another 16-bed program for preg­
nant and parenting women. But 
Oates’ happiness has been tem­
pered with worry that under IMD, 
the new program may Jeopardize 
Medicaid funding for the 16 beds 
she has.

"We’re getting caught up in a 
bureaucratic nightmare,” Oates 
said. "It’s very frustrating.”

As frustrating as IMD is, pro­
viders say it used to be worse. 
Until this year, the federal govern­
ment counted children toward the 
16-bed limit in programs where 
addicted mothers live with their 
kids.

As a result women had to be 
separated from their children, 
many of whom had nowhere else 
to go, or else the treatment centers 
served fewer than 16 womea

Federal officials are sympathetic 
to the states’ IMD complaints, said 
Chester Stroyny, director of the 
federal Health Care Financing Ad­
ministration for the six-state Mid­
west regioa But he acknowledged 
that there U no guarar.tee tiiat the 
restriction will be lifted soon.

nie federal government recently 
awarded six states money to study 
the impact of expanding drug 
treatment under Medicaid. Illinois 
felled to win one of those grants.

"The lestUts from these demon­
stration projects may be the basis 
for some legislative proposal" to 
lift IMD, Stroyny said, "but that is
several years away."
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smJennifer Loney kisses her son Aaron in their room at the dren at the center,which Is restricted to only 16 inpatient beds
Women’s Treatment Center. Loney lives with her three chil- because of a federal law that can cut off funding.
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Drug-treatment centers, sucf) as the Women’s Treatment Center, can only have 16 Inpatient beds. If 
they have more, they risk losing Medicaid funding for low-income clients.



COVERAGE OF SUBSTANCE ABUSE TREATMENT 
UNDER MEDICAID/THE IMD EXCLUSION

THE PROBLEM

Since Medicaid began in 1965, medical assistance has been denied by law for certain patients 
in Institutions for Mental Disease (IMD). Currently, an IMD is defined as a facility of more 
than 16 beds that specializes in psychiatric care. Residential treatment facilities for substance 
abuse are covered under this provision - presenting a significant barrier to alcohol and other drug 
treatment for pregnant women and women with children and other individuals who are Medicaid 
eligible. Not only do low income individuals lose their ability to obtain alcohol and other drug 
treatment services in an IMD but they lose all other Medicaid services as well.

Currently individuals with alcohol and substance abuse problems may be admitted to a hospital 
for alcohol and other drug treatment without loss of Medicaid benefits. Not only are hospitals 
more costly but they often lack essential ancillary services available through a community based 
treatment programs.

Many critics believe that the Health Care Financing Administration’s (HCFA) interpretation of 
alcohol and other drug problems as being subject to the IMD exclusion is flawed. The impact 
of this interpretation is that it perversely restricts the provision of needed alcohol and substance 
abuse treatment - especially to pregnant and parenting women who can not afford to lose 
Medicaid services and whose untreated substance abuse often increases the cost of other health 
care services.

WOMEN AND CHBLDREN: A VULNERABLE POPULATION

The National Institute on Alcohol Abuse and Alcoholism (NIAAA) estimates there will be six 
million women who abuse alcohol alone by 1995, four million of whom will be of child-bearing 
age. Other statistics indicate that 10% of the female population abuse alcohol and/or other 
drugs.

COST TO SOCIETY

The cost of such alcohol and other drug use to society is astronomical. In addition to general 
health care costs for the women, children who are bom to pregnant abusers could conservatively 
cost the health care system as much as 3 billion dollars annually (this figure does not include 
estimates regarding social service and education costs required as these children get older). 
Substance abuse treatment services for these women are woefully inadequate with at most, only 
11 % of the pregnant substance abusers in the country currently receiving treatment. Without 
intervention before or during these women’s pregnancies, drug-affected babies will continue to 
push up the costs of health care. (A report this year by the Columbia University Center on

1



Addiction and Substance Abuse notes that "the Medicaid program covers a large number of 
pregnant women and children. Substance abuse has a significant impact not only on pregnancy 
and birth outcomes but also on life-long health care costs for infants bom to substance abusing 
mothers". See "The Cost of America’s Health Care System, Report 1: Medicaid Hospital 
Costs, A CASA Report".

RECOMMENDATIONS FOR ACTION

The National Association of State Alcohol and Drug Abuse Directors recommends the following:

1.

2.

3.

4.

The Federal Government and Congress should recognize alcoholism and substance abuse 
as separate, diagnosable and treatable illnesses, rather than as subcategories of mental 
illnesses. This would, in theory, eliminate the application of the IMD exclusion to 
substance abuse treatment services.

Per the 1990 Moynihan amendment, alcoholism and substance abuse treatment services 
should be immediately recognized by HCFA as eligible for reimbursement in any 

appropriate setting.

At a minimum HFCA should provide immediate alternative relief to pregnant and post 
partum women and other individuals by removing the IMD exclusion from alcohol and 
other drug residential treatment programs, or by increasing the 16 bed limit to 40 to 
expand capacity (although such alternatives are short sighted and contrary to the tenants 
of simplicity of administration and cost efficiency, and do not cover all reasonable costs).

The Federal Government and Congress should provide reimbursement for the most cost 
effective treatment setting possible. Generally, hospital treatment programs are 
significantly more costly than non-hospital programs, yet both settings use similar 
treatment practices and protocols; and non-hospital treatment programs are more 
philosophically suited and experienced in serving poor and indigent substance abusers.

These recommendations are consistent with the intent of Medicaid because it will assure the 
provision of care and services which are in the best interests of these recipients, which are 
consistent with simplicity of administration, and which will enlist sufficient providers. By such 
a policy the Federal Government and the State share a financial commitment to serving this 

priority population in need.

MEDICAID REIMBURSEMENT FOR ALCOHOL AND DRUG PROBLEMS: A
DILEMMA

A large portion of those in need of substance abuse treatment are Medicaid eligible and yet the 
Medicaid system does not currently cover non-hospital residential treatment programs for such 
women fully, adequately or appropriately. Treatment is essential to preventing the adverse 

pregnancy outcomes.



Residential Program Restriction

The IMD is the most serious barrier to providing substance abuse treatment services to those in 
need. Many experts have questioned HCFA’s interpretation of this provision. Section 1905(i) 
of the SSA describes an "Institution for Mental Disease" as "a hospital, nursing facility, or other 
institution of more than 16 beds, that is primarily engaged in providing diagnosis, treatment, or 
care of persons with mental diseases". HCFA has determined alcoholism and substance abuse 
to be "mental diseases" and, therefore, classifies residential substance abuse treatment facilities 
as IMD’s. However, the initial purpose of this exclusion was to ensure that Medicaid did not 
pay for state mental hospital care which was considered a state responsibility, and that long term 
institutional residents should not be permanently housed in large facilities.

Substance Abuse Treatment as "Medical Assistance"

"Medical assistance" reimbursable under Title XIX, is geared toward a medical model. 
Substance abuse services, which are based on counselor interaction, are not considered to be 
"mandated" Medicaid services. Therefore, medical detoxification, methadone maintenance under 
physician supervision, treatment in a hospital or a psychiatric hospital, and other "medical" 
components of substance abuse treatment are reimbursable, while non-hospital counselor-based 
subacute treatment is not. However, hospital in-patient treatment services, are generally similar 
to the community-based treatment services, except they are much costlier because of the setting.

ALCOHOL AND OTHER DRUG PROBLEMS ARE DIFFERENT THAN MENTAL 
ILLNESS

The World Health Organization, the American Medical Association and the American 
Psychiatric Association view alcohol and other drug problems (AOD) as separate, identifiable 
and treatable illnesses rather than as forms of mental illnesses. The adopt the DSM-III-R 
(Diagnostic Statistical Manual of Disorders, 3rd Edition, Revised) classification of the illnesses, 
rather than ICD-9-CM (International Classification of Diseases, 9th Edition). Thus, it is both 
inaccurate and detrimental to classify alcoholism and substance abuse as mental diseases. It is 
unlikely that Congress ever intended the IMD exclusion to apply to substance abuse treatment 
facilities because it was concerned about state mental hospitals.

Congress spoke clearly about substance abuse treatment services in 1990 when it passed the 
Moynihan amendment to the Medicaid statute which mandates that:

No service (including counseling) shall be excluded from the definition of "medical 
assistance" solely because it is provided as a treatment service for alcoholism or drug 
dependency (42 U.S.C. §1396d(a)).



Unfortunately, the spirit and intent of this amendment has been ignored by HCFA’s current 
interpretation of the IMD exclusion, which severely restricts reimbursement for non-hospital 
subacute treatment services.

History of Legal Challenges

There have been and continue to be court challenges to HCFA’s interpretation of the IMD 
exclusion. In IDPA v. Brown (7th Cir. 1986), a series of Granville House cases (8th Cir. 1983 
and 1986), and Minnesota v. Hekler (8th Cir. 1983), the courts tended to agree that the problem 
of substance abuse is not a mental disease. Plaintiffs in the cases have either run out of money 
to pursue the issues or have changed their status in order to get reimbursement rather than 
spending more in legal fees.

One important impact of the cases so far has been that HCFA was ordered to issue guidelines 
regarding when a facility should be considered to be an IMD. These guidelines issued in 1986, 
skirted the underlying issue of whether alcoholism and substance abuse are "mental diseases".

Current Court Challenges

Currently cases are pending in two jurisdictions regarding the IMD exclusion as applied to 
substance abuse facilities. In the U. S. District Court for the Eastern District of Pennsylvania 
an injunction is being sought to required Title XIX coverage for these services (currently a 
motion to dismiss is under advisement by the court). In Texas there is an administrative 
challenge to the IMD interpretation. The hearing has been concluded and a decision is pending. 
If it is unfavorable Texas anticipates an appeal to the U.S. 5th Circuit.

STATE’S REACTION TO IMD

HCFA interpretations have led to anything but simplicity in this area. Since non-hospital 
residential treatment services are not considered Medicaid-reimbursable, states have attempted 
numerous creative strategies to get coverage for portions of residential substance abuse treatment 
services. In many States eligible recipients are simply precluded from receiving services.

Illinois - A State Study

For example, Illinois has extended its State Medicaid Plan to cover as broad a range of optional 
substance abuse services as can be found to be federally matchable under current interpretations. 
HCFA has allowed Illinois to receive federal match for treatment units of 16 beds-or-under and 
within larger treatment facilities when the units are separately licensed, Medicaid certified and 
have separately identified cost centers. But the reimbursement does not cover room and board 
costs, which constitute about 30% of the expense of such treatment. Downsizing to 16 beds not 
only reduces capacity but is less efficient and less cost effective.



Illinois lias over a thousand residential treatment beds in non-hospital facilities which are not 
Medicaid reimbursable. Many of these beds spaces are in women’s programs. That is more 
than the number of bed spaces in Medicaid certified substance abuse facilities (there ar about 
nine hundred bed spaces in certified non-hospital facilities, the majority of which are not eligible 
for the room and board costs). It is impossible to measure the number of residential bed spaces 
which may have been created if they had been Medicaid-reimbursable. In Illinois hospitals there 
are about 1,500 bed spaces devoted to substance abuse. These are clearly eligible for Medicaid- 
reimbursement and yet hospitals have chosen to certify only about three hundred of the beds for 
Medicaid reimbursement (Illinois pays for actual treatment costs and overhead related to 
treatment only. This approach excludes general hospital overhead costs and makes Medicaid 

unattractive to most hospitals).

Therefore, many Medicaid eligible recipients in Illinois go untreated. Known Illinois waiting 
lists consist of about 5,(XX) persons, with many of those being pregnant women. At this time 
it is unknown how many on the waiting lists are Medicaid eligible, but pregnant women with 

little income would most likely qualify.

NEW DIRECTIONS

Small steps have been made toward re-thinking how the IMD exclusion affects the provision of 
alcohol and substance abuse. After pressure from States, HCFA reversed its policy stating that 
children’s beds are to be counted when children are in residence with their mother at residential 
substance abuse facilities. Formerly these were required to be counted in determining whether 
or not the facility had 16 beds and was subject to the exclusion.

HCFA has also granted a waiver for a demonstration project for pregnant substance abusers in 
a few residential treatment facilities. They will evaluate the 3 year demonstration project 
(located in New York, Washington, Massachusetts, and South Carolina) where substance abuse 
treatment in residential facilities for pregnant women are being reimbursed under Title XIX 
(HCFA has historically refused requests for direct waiver of the IMD exclusion, but has created 
a situation in this demonstration whereby services are reimbursable). The demonstration will 
begin its second year in October ’93. HCFA indicates that the demonstration will be evaluated 
at the end of the three years, with the possibility of changing current IMD policy.

We believe these to be positive steps in the absence of a decisive and direct removal of the IMD 
exclusion barrier. We support and encourage further movement in this direction.

CONCLUSION

The IMD and other Medicaid barriers established at the Federal level mean residential care has 
been severely limited even though it is far less expensive than inpatient hospital services. 
Furthermore, this often means that outpatient service may be chosen for a client who really 
requires inpatient services. However, recent evidence suggests that appropriate inpatient 
treatment initially may be the most effective way of preventing the costly recidivism common



among substance abusers. (See "A Randomized Trial of Treatment Options for Alcohol-Abusing 
Workers", New England Journal of Medicine. Sept. 12, 1991). Additional treatment was 
required significantly more often for substance abusers who were initially given only outpatient 
treatment, or who were allowed to choose their own form of treatment, as opposed to those 
initially assigned to inpatient treatment.

While the effect of the IMD exclusion may be most disastrous for pregnant substance abusing 
women and their children (costs to society caused by lack of treatment during pregnancy are 
more long range than failure to treat a man - pregnancy complications, bad birth outcomes, 
possible life long ailments and problems of the baby, etc.), HCFA must be forced to rethink its 
policy for all patients. The IMD barrier is contrary to the intent of Congress, is 
counterproductive and drives up rather than reducing health care costs.

Because of the IMD exclusion, temporary and short-sighted cost determinations end up 
governing treatment choice, which in the long run only drives up general health care costs. The 
intent of Medicaid is that care and services be provided in a manner consistent with simplicity 
of administration and the best interests of the recipient, and that payments are sufficient to enlist 
enough providers so that care and services are available to recipients at least to the extent that 
such care and services are available to the general population (See 42 U.S.C. §1396a(a)(19) and 
(c) and §1396a(a)(30)(A)).

State Alcohol and Drug Agency Directors believe it is time to approach residential substance 
abuse treatment coverage in a more reasonable fashion. We are encouraged by signs from the 
Administration and HCFA that show greater flexibility and a desire to review previously 
accepted administration interpretations. It is time to give those on waiting lists the services they 
need. The issue will be driven, of course, by the costs of expansion of coverage. NASADAD 
and its members believe that we can’t afford not to provide services. The cost of denying 
service is far greater in the long run.



ILLINOIS DEPARTMENT OF ALCOHOLISM
AND SUBSTANCE ABUSE

COVERAGE OF SUBSTANCE ABUSE TREATMENT
UNDER MEDICAID/THE IMD EXCLUSION

Prqwred by:

James E. Long, Director
Nancy J. Bennett, Chief General Counsel



COVERAGE OF SUBSTANCE ABUSE TREATMENT
UNDER MEDICAID/THE IMD EXCLUSION

THE PROBLEM

Since Medicaid began in 1965, medical assistance has been denied by law for certain patients
in Institutions for Mental Disease (IMD). Currently, an I^ is defined as a facility of more
than 16 beds that specializes in psychiatric care. Residential treatment facilities for substance
abuse are covered under this provision - presenting a significant barrier to alcohol and other drug
treatment for pregnant women and women with duldren and other individuals who are Medicaid
eligible. Not only do low income individuals lose their ability to obtain alcohol and other drug
treatment services in an IMD but they lose all other Medicaid services as well.

Currently individuals with alcohol and substance abuse problems may be admitted to a hospital
for alcohol and other drug treatment without loss of Medicaid benefits. Not only are hospitals
more costly but they often lack essential ancillary services available through a community based
treatment programs.
Many critics believe that the Health Care Financing Administration’s (HCFA) interpretation of
alcohol and other drug problems as being subject to the IMD exclusion is flawed. The impact
of this interpretation is that it perversely restricts the provision of needed alcohol and substance
abuse treatment - especially to pregnant and parenting women who can not afford to lose
Medicaid services and whose untreated substance abuse often increases the cost of other health
care services.

WOMEN AND CHILDREN: A VULNERABLE POPULATION

The National Institute on Alcohol Abuse and Alcoholism (NIAAA) estimates there will be six
million women who abuse alcohol alone by 1995, four million of whom will be of child-bearing
age. Other statistics indicate that 10% of the female population abuse alcohol and/or other
drugs.

COST TO SOCIETY

The cost of such alcohol and other drug use to society is astronomical. In addition to general
health care costs for the women, children who are bom to pregnant abusers could conservatively
cost the health care system as much as 3 bilUon dollars annually (this figure does not include
estimates regarding social service and education costs required as these duldren get older).
Substance abuse treatment services for these women are woefully inadequate with at most, only
11% of the pregnant substance abusers in the country currently receiving treatment. Without
intervention before or during these women’s pregnancies, drug-affected babies will continue to
push up the costs of health care. (A report this year by the Columbia University Center on



Addiction and Substance Abuse notes that "the Medicaid program covers a large number of
pregnant women and children. Substance abuse has a significant impact not only on pregnancy
and birth outcomes but also on life-long health care costs for infants bom to substance abusing
mothers". See "The Cost of America’s Health Care System, Report 1: Medicaid Hospital
Costs, A CASA Report".

RECOMMENDATIONS FOR ACTION

The National Association of State Alcohol and Drug Abuse Directors recommends the following:

1. The Federal Government and Congress should recognize alcoholism and substance abuse
as separate, diagnosable and treatable illnesses, rather than as subcategories of mental
illnesses. This would, in theory, eliminate the application of the IMD exclusion to
substance abuse treatment services.

2. Per the 1990 Moynihan amendment, alcoholism and substance abuse treatment services
should be immediately recognized by HCFA as eligible for reimbursement in any
appropriate setting.

3. At a minimum HFCA should provide immediate alternative relief to pregnant and post
partum women and other individuals by removing the IMD exclusion from alcohol and
other drug residential treatment programs, or by increasing the 16 bed limit to 40 to
expand capacity (although such alternatives are short sighted and contrary to the tenants
of simplicity of administration and cost efficiency, and do not cover all reasonable costs).

4. The Federal Government and Congress should provide reimbursement for the most cost
effective treatment setting possible. Generally, hospital treatment programs are
significantly more costly than non-hospital programs, yet both settings use similar
treatment practices and protocols; and non-hospital treatment programs are more
philosophi^ly suited and experienced in serving poor and indigent substance abusers.

These recommendations are consistent with the intent of Medicaid because it will assure the
provision of care and services which are in the best interests of these recipients, which are
consistent with simplicity of administration, and which will enlist sufficient providers. By such
a policy the Federal Government and the State share a financial commitment to serving this
priority population in need.

MEDICAID REIMBURSEMENT FOR ALCOHOL AND DRUG PROBLEMS; A
DILEMMA

A large portion of those in need of substance abuse treatment are Medicaid eligible and yet the
Medicaid system does not currently cover non-hospital residential treatment programs for such
women fully, adequately or appropriately. Treatment is essential to preventing the adverse
pregnancy outcomes.



Residential Program Restriction

The IMD is the most serious barrier to providing substance abuse treatment services to those in 
need. Many experts have questioned HCFA’s interpretation of this provision. Section 1905(i) 
of the SSA describes an "Institution for Mental Disease" as "a hospital, nursing facility, or other 
institution of more than 16 beds, that is primarily engaged in providing diagnosis, treatment, or 
care of persons with mental diseases". HCFA has determined alcoholism and substance abuse 
to be "mental diseases" and, therefore, classifies residential substance abuse treatment facilities 
as IMD’s. However, the initial purpose of this exclusion was to ensure that Medicaid did not 
pay for state mental hospital care which was considered a state responsibility, and that long term 
institutional residents should not be permanently housed in large facilities.

Substance Abuse Treatment as "Medical Assistance"

"Medical assistance" reimbursable under Title XIX, is geared toward a medical model. 
Substance abuse services, which are based on counselor interaction, are not considered to be 
"mandated" Medicaid services. Therefore, medical detoxification, methadone maintenance under 
physician supervision, treatment in a hospital or a psychiatric hospital, and other "medical" 
components of substance abuse treatment are reimbursable, while non-hospital counselor-based 
subacute treatment is not. However, hospital in-patient treatment services, are generally similar 
to the community-based treatment services, except they are much costlier because of the setting.

ALCOHOL AND OTHER DRUG PROBLEMS ARE DIFFERENT THAN MENTAL 
ILLNESS

The World Health Organization, the American Medical Association and the American 
Psychiatric Association view alcohol and other drug problems (AOD) as separate, identifiable 
and treatable illnesses rather than as forms of mental illnesses. They adopted the DSM-III-R 
(Diagnostic Statistical Manual of Disorders, 3rd Edition, Revised) classification of the illnesses, 
rather than ICD-9-CM (International Classification of Diseases, 9th Edition). Thus, it is both 
inaccurate and detrimental to classify alcoholism and substance abuse as mental diseases. It is 
unlikely that Congress ever intended the IMD exclusion to apply to substance abuse treatment 
facilities because it was concerned about state mental hospitals.

Congress spoke clearly about substance abuse treatment services in 1990 when it passed the 
Moynihan amendment to the Medicaid statute which mandates that;

No service (including counseling) shall be excluded from the definition of "medical 
assistance" solely because it is provided as a treatment service for alcoholism or drug 
dependency (42 U.S.C. §1396d(a)).



Unfortunately, the spirit and intent of this amendment has been ignored by HCFA’s current
interpretation of the IMD exclusion, which severely restricts reimbursement for non-hospital
subacute treatment services.

History of Legal Challenges

There have been and continue to be court challenges to HCFA’s interpretation of the IMD
exclusion. In IDPA v. Brown (7th Cir. 1986), a series of Granville House cases (8th Cir. 1983
and 1986), and Minnesota v. Hekler (8th Cir. 1983), the courts tended to agree that the problem
of substance abuse is not a mental disease. Plaintif^f^s in the cases have either run out of money
to pursue the issues or have changed their status in order to get reimbursement rather than
spending more in legal fees.

One important impact of the cases so far has been that HCFA was ordered to issue guidelines
regarding when a facility should be considered to be an IMD. These guidelines issued in 1986,
skirted the underlying issue of whether alcoholism and substance abuse are "mental diseases".

Current Court Challenges

Currently cases are pending in two jurisdictions regarding the IMD exclusion as applied to
substance abuse facilities. In the U. S. District Court for the Eastern District of Pennsylvania
an injunction is being sought to required Title XIX coverage for these services (currently a
motion to dismiss is under advisement by the court). In Texas there is an administrative
challenge to the IMD interpretation. The hearing has been concluded and a decision is pending.
If it is unfavorable Texas anticipates an appeal to the U.S. 5th Circuit.

STATE’S REACTION TO IMD

HCFA interpretations have led to anything but simplicity in this area. Since non-hospital
residential treatment services are not considered Medicaid-reimbursable, states have attempted
numerous creative strategies to get coverage for portions of residential substance abuse treatment
services. In many States eligible recipients are simply precluded from receiving services.

Illinois - A State Study

For example, Illinois has extended its State Medicaid Plan to cover as broad a range of optional
substance abuse services as can be found to be federally matchable under current interpretations.
HCFA has allowed Illinois to receive federal match for treatment units of 16 beds-or-under and
within larger treatment facilities when the units are separately licensed, Medicaid certified and
have separately identified cost centers. But the reimbursement does not cover room and board
costs, which constitute about 30% of the expense of such treatment. Downsizing to 16 beds not
only reduces capacity but is less efficient and less cost effective.



Illinois has over a thousand residential treatment beds in non-hospital facilities which are not 
Medicaid reimbursable. Many of these beds spaces are in women’s programs. That is more 
than the number of bed spaces in Medicaid certified substance abuse facilities (there are about 
nine hundred bed spaces in certified non-hospital facilities, the majority of which are not eligible 
for the room and board costs). It is impossible to measure the number of residential bed spaces 
which may have been created if they had been Medicaid-reimbursable. In Illinois hospitals there 
are about 1,500 bed spaces devoted to substance abuse. These are clearly eligible for Medicaid- 
reimbursement and yet hospitals have chosen to certify only about three hundred of the beds for 
Medicaid reimbursement (Illinois pays for actual treatment costs and overhead related to 
treatment only. This approach excludes general hospital overhead costs and makes Medicaid 
unattractive to most hospitals).

Therefore, many Medicaid eligible recipients in Illinois go untreated. Known Illinois waiting 
lists consist of about 5,000 persons, with many of those being pregnant women. At this time 
it is unknown how many on the waiting lists are Medicaid eligible, but pregnant women with 
little income would most likely qualify.

NEW DIRECTIONS

Small steps have been made toward re-thinking how the IMD exclusion affects the provision of 
alcohol and substance abuse. After pressure from States, HCFA reversed its policy stating that 
children’s beds are to be counted when children are in residence with their mother at residential 
substance abuse facilities. Formerly these were required to be counted in determining whether 
or not the facility had 16 beds and was subject to the exclusion.

HCFA has also granted a waiver for a demonstration project for pregnant substance abusers in 
a few residential treatment facilities. They will evaluate the 3 year demonstration project 
(located in New York, Washington, Massachusetts, and South Carolina) where substance abuse 
treatment in residential facilities for pregnant women are being reimbursed under Title XIX 
(HCFA has historically refused requests for direct waiver of the IMD exclusion, but has created 
a situation in this demonstration whereby services are reimbursable). The demonstration will 
begin its second year in October ’93. HCFA indicates that the demonstration will be evaluated 
at the end of the three years, with the possibility of changing current IMD policy.

We believe these to be positive steps in the absence of a decisive and direct removal of the IMD 
exclusion barrier. We support and encourage further movement in this direction.

CONCLUSION

The IMD and other Medicaid barriers established at the Federal level mean residential care has 
been severely limited even though it is far less expensive than inpatient hospital services. 
Furthermore, this often means that outpatient service may be chosen for a client who really 
requires inpatient services. However, recent evidence suggests that appropriate inpatient 
treatment initially may be the most effective way of preventing the costly recidivism common
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among substance abusers. (See "A Randomized Trial of Treatment Options for Alcohol-Abusing
Workers", New England Innmal of Medicine. Sept. 12, 1991). Additional treatment was
required significantly more often for substance abusers who were initially given only outpatient
treatment, or who were allowed to choose their own form of treatment, as opposed to those
initially assigned to inpatient treatment.

While the effect of the IMD exclusion may be most disastrous for pregnant substance abusing
women and their children (costs to society caused by lack of treatment during pregnancy are
more long range than failure to treat a man - pregnancy complications, bad birth outcomes,
possible life long ailments and problems of the baby, etc.), HCFA must be forced to rethink its
policy for all patients. The IMD barrier is contrary to the intent of Congress, is
counterproductive and drives up rather than reducing health care costs.

Because of the IMD exclusion, temporary and short-sighted cost determinations end up
governing treatment choice, which in the long run only drives up general health care costs. T^e
intent of Medicaid is that care and services be provided in a manner consistent with simplicity
of administration and the best interests of the recipient, and that payments are sufficient to enlist
enough providers so that care and services are available to recipients at least to the extent that
such care and services are available to the general population (See 42 U.S.C. §1396a(a)(19) and
(c) and §1396a(a)(30)(A)).

State Alcohol and Drug Agency Directors believe it is time to approach residential substance
abuse treatment coverage in a more reasonable fashion. We are encouraged by signs from the
Administration and HCFA that show greater flexibility and a desire to review previously
accepted administration interpretations. It is time to give those on waiting lists the services they
need. The issue will be driven, of course, by the costs of expansion of coverage. NAS AD AD
and its members believe that we can’t afford nol to provide services. The cost of denying
service is far greater in the long run.
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STATE OP ILLINOIS
DEPARTMENT OP 
ALCOHOLISM AND 
SUBSTANCE ABUSE

Jim Edgar
Governor

JAMES R. THOMPSON OENTER
100 WEST RANDOLPH STReBT

SUITE B-600
OHICAGO, ILLINOIS 60601

OFFICE NUMBER; (312) 614-3840
TDD NUMBER: (312) 410-343S>
PAX NUMBER: (319) 014-2410

James E. Long
Director

January 4, 1994

Ms. Martha M. Gagn£
Budget Examiner 
txeciitivfi C.)ffice. of the President 
Drug Control Programs 
Office of Muiagement and Budget 
725 17th Street, NW 
Washington, DC 20503

Dear Ms. liagn£:

I have enclosed a letter which I received from Sally Richardson in reply tn my letter to Secretary 
Shololo, as well as, my response. Richardson’s letter is bureaucratic evasiveness and as previous 
administrations did, avoids directly addressing the issue.

Clearly, the reason for avoidence is fear of increasing ensw. However, I believe that HCFA does 
not understand the issues and does not have enough facts to analyze the issues objectively. Wherever 
Medicaid pays hospital rates for drug treatment, Medicaid is paying too much. And, study after study 
verities that dnig treatment results in decreased health expenditures. The untreated Medicaid addict 
generally costs Medicaid more than the average Medicaid client. This same reasoning is one of the key 
reasons ilie Picsideuls’ Health Care Reform Proposal includes drug treatment in non-hospital programs 
os the preferred sotting.

1 do hope that you will visit Chicago to see first hand the negative impact of the IMD exclusion. 
We only need a short notice to arrange a worthwhile and informative visit.

Thank you for your cuusideration and help.

DtRECTOl

JEL:bJk

fihiM un ^tpir
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jamei E. Long 
Director

November 24, 1993

The Honorable Donna E. Sbalala 
Secretary
Dquitment of Health and Human Services 
Washington, D.C. 20201

Dear Secretary Shalala;

For your information, I have enclosed an editorial and an article from the Chicago Tribune 
citing how the "Institute for Mental Disease" (IMD) exclusion Ulogically restricts drug treatment 
eapacity. 1 know this issue has been brought to your attention previously, but to date there has 

been no movement.
I personally concur with President Clinton’s effons for health care reform and his drug strategy 
goals. Eliminating the IMD exclusion now would be totally consistent with both efforts and an 
extremely bold policy move toward positive change. It would also offer hope and help to 
thousands of drug addicted w6ffl«B »d ihdr Children, especially in our inner cities where the 
need for more drug treatment is staggeringly obvious. Please, consider this common sense 

policy change.

Thank you for you consideration and continued leadership.

I^es E. 
Director

JEUmrob

Attachments (2)

cc: Mr. Peter Edclman
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uAMce n. THOMPeoN center100 WEST RANDOLPH STTREET 
SUITE 6-800 CHICAQO, ILLINOIS 60601 OFFICE NUMBER; (312) 814-3840 

TDD NUMBER: (912) 41B-8A32 
RAX NUMBER; (312) S14-2A12

Jim Edgar 
Governor

Jamea E. Long 
Oiractor

January 4, 1994

Ms. Sally K. Richardson 
Director
Department of Health fit Human Services
Medicaid Bureau
6325 Security Boulevard
Ballimure, MD 21207 

Dear Ms. Richardson;

Thank you for your timely response on behalf of Secretary Shalala regarding my letter 
on tho "IMD exclusion”. However, your letter neither addresses nor refutes my 
specific points about the inappropriate application of the "IMD exclusion" to non­
hospital, residential substance abuse treatment centers.

Your references to Medicaid law are accurate. But, the references do not explain or 
require application of the "IMD exclusion" to substance abuse treatment centers.

1. The "IMD exclusion" is intended to restrict federal payment for state mental 
hospitals, probably those serving the chronically mentally ill.

2. Addiction to alcohol and/or other drugs is not a mental illness. The American 
Medical Associalion and the World Health Organization are two of numerous 
professional organizations which recognize addiction as a primary illness, not 
a subset of mental illness. HCFA stands alone In defining addiction as a mental 
Illness.

3. HCFA's inclusion of addiction as a mental illness is an administrative decision 
not a statutory mandate.

4. In Illinois, as in most states, state government operates state mental hospitals. 
Substance abuse treatment centers are generally operated by not for profit 
organizations or local public health departments. The "IMD exclusion" was 
intended to apply to state mental hospitals.

pnmt tn nteyM Papmr
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Ms. Sally K. Richardson 
January 4, 1994 
Page 2

5. Current policy allows substance abuse treatment to be conducted in a hospital
without any restrictions. Hoepitsl-bssed treatment is more costly and, no more
effective than community-based non-hospital treatment. The "IMD exclusion"
is inconsistent with the Medicaid principal in Section 1396a(a)(30)(A) of the
Social Security Act that payments be "consistent with efficiency, economy,
and quality of care and... sufficient to enlist enough providers".

»In our Illinois experience, most hospitals are disinterested In serving the poor addict
and they are unwilling to accept our rates for this population. However, current 
medicaid policy would allow us to raise our average dally rates from $150 to $500 
or $600 tn anracr hospitals to serve poor addicts, especially pregnant women and 
women with children. We have not done this In Illinois because It would be wrong 
and Illogical to pay more and get lower quality care. At the same time we have 
unused non-hospital capacity which could be utilized quickly, efficiently, and 
economically if the "IMD exclusion" were eliminated.

I have also enclosed a brief paper on this issue which explains our reasoning further.

Obviously, I feel very strongly about this issue. Regardless of the outcome, I would 
truly appreciate a direct and meaningful discussion of the issues, pertinent law, and 
policy.

Thank you for your consideration.

Ja^es E. Long
Director '

Enclosure
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Haalth Cara Finaneirtg Adminiatratien

6325 Stcurity Boulevard 
Baltimera. MD 21207

DIRECTOR'S OFFICE
DEC If 1993

*»«umt«Sis1Se*"

Daar Hf. Longi
This 18 in response to your letter to Secretary Shalala, 
wBB referred to this agency for review since we administer the Federal aspects of the^Medieald statute. Specifically, you wrote 

to the secretary regarding the “IMD exclusion.
Section 1905 of the Medicaid law excludes ^^om consideration as
medical asBlstance any payment on }H«TiS?iM.*^for
the ages of 22 and 65 who are inpatients of institutions for
mental diseases (IMDs). Thiscontext of the Medicaid program and other
assistance programs that preceded it. It reflected acSJoJeesionkl leeialon that funds made available under the
Medicaid program should be used by States to augment rather than
replace State expenditures for medical care. Since states had
traditionally maintained institutions for the care of the
mentally ill, Medicaid funds werepurpose. Although there have been proposals In the Congress to 
eliminate this exclusion from the law, none of them has been 

enacted to date.
Outside the IMD exclusion, however, there isMedicaid funding of serviees for the mentally 111. Specifically, 
there is no limit on the extant to which tha eeata of outpatient 
hospital or physician servleas may be eovarad by the States.
The reason for which drug treatment eentere with 16 or fewer beds
are not considered to be IMDe, ■2iria5°
statutory axclution, is also contained in the Medicaid law. 
specifically, eectlon 1905(1) epaelfies that "The term 
'institution for asntal dissases' means a hospital, "cralng 
facility, or other institution of more than 16 hettS, that la
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primarily angagad In providing diagnosis, traatmant, jr care of

KStS SiS.-rsri.JiJU-nivlsr*u.,Swi«*th«“SiVl thMoS5niy*l>MlwMh«l could [
fathom.” Rather, it la a mattar of law as anactad by Congress,
and we are bound by that law.
Thank you for giving ua the opportunity to address V®*
If I may be of aaalstanca'in the future, please do not hesitate
to write to me.

Sincerely youca,
y{

«£lly K. Richardson'^
Director 
Medicaid Bureau
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ILLINOIS DEPARTMENT OF ALCOHOLISM
AND SUBSTANCE ABUSE

COVERAGE OF SUBSTANCE ABUSE TREATMENT
UNDER MEDICAID/THE IMD EXCLUSION

Prepared by:

James B. Long, Director
Nancy J. Bennett, Chief General Counsel
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Addiction and Substance Abuse notes that ”the Medicaid program co^rs a large number of
pregnant women and ehildren. Substance abuse has a significant impact not only on pregnancy
and birth outcomes but also on life-long health cate costs for infants bom to substance abusing
mothers". See "The Cost of America’s Health Care System, Report 1: Medicaid Hospital
Costs, A CASA Rq»rt".

RECOMMENDATIONS FOR ACTION

The National Association of State Alcohol and Drug Abuse Directors recommends the following:

1. The Federal Government and Congress should recognize alcoholism and substance abuse
as separate, diagnosable and treatable illnesses, rather than as subcategories of mental
illnesses. This would, in theory, diminate the application of the IMD exclusion to
substance abuse treatment services.

2. Per the 1990 Moynihan amendment, alcoholism and substance abuse treatment services
should be immediately recognized by HCFA as eligible for reimbursement in any
appropriate setting.

3. At a minimum HFCA should provide immediate alternative relief to pregnant and post
partum women and other individuals by removing the IMD exclusion from alcohol and
other drug residential treatment programs, or by increasing the 16 bed limit to 40 to
expud capacity (although such alternatives are short sighted and contrary to the tenants
of simplicity of administration and cost effieieney, and do not cover all reasonable costs).

4. The Federal Government and Congress should provide reimbursement for the most cost
effective treatment setting possible. Oenei^ly, hospital treatment programs are
significantly more costly than non*hospiiaI programs, yet both settings use similar
treatment practices and protocols; and non*hoq)ltal treatment programs are more
philosophically suited and experienced in seiving poor and indigent substance abusers.

These recommendations are consistent with the intent of Medicaid because It will assure the
provision of care and services which are in the best interests of thex recipients, which are
consistent with simplicity of administration, and which will enlist sufficient providers. By such
a policy the Federal Government and the State share a financial commitment to serving this
priority population in need.

MEDICAID REIMBURSEMENT FOR ALCOHOL AND DRUG PROBLEMS: A
DILEMMA

A large portion of those in need of subitanoe abux treatment are Medicaid digible and yet the
Medicaid system does not currently cover non-hospital residential treatment programs for such
women fully, adequately or appropriately. Treatment is esxntial to preventing the adverse
pregnancy outcomes.

ei#:6EU 9sr zoz : NdZS:Z : V6-01-L ; aWO:A0 1N3S



Residential Program Restriction

The IMD is the most serious barrier to providing substance abuse treatment services to those in
need. Many experts have questioned HCFA’s interpretation of this provision. Section 190S(i)
of the SSA describes an “Institution for Mental Disease" as ”a hospital, nursing facility, or other
institution of more than 16 beds, that is primarily engaged in providing diagnosis, treatment, or
care of persons with mental diseases". HCFA has determintd alcoholism and substance abuse
to be "mental diseases" and, therefore, classifies residential substance abuse treatment facilities
as IMD’s. However, the initial purpose of this exclusion was to ensure that Medicaid did not
pay for state mental hospital care which was considered a state responsibility, and that long term
institutional residents should not be permanently housed in large facilities.

Substance Abuse Treatment as A.ssistancg"

"Medical assistance" reimbursable under Title XIX, is geared toward a medical model.
Substance abuse services, which are based on counselor interaction, are not considered to be
"mandated" Medicaid services. Therefore, medical detoxification, methadone maintenance under
physician supervision, treatment in a hospital or a psychiatric hospital, and other "medical"
components of substance abuse treatment are reimbursable, while non-hospital counselor-based
subacute treatment is not. However, hospital in-patient treatment services, are generally similar
to the community-based treatment services, except they are much costlier because of the setting.

ALCOHOL AND OTHER DRUG PROBLEMS ARE DIFFERENT THAN MENTAL
ILLNESS

The World Health Organization, the American Medical Association and the American
Psychiatric Association view alcohol and other drug problems (AOD) as separate, identifiable
and treatable illnesses rather than as forms of mental illnesses. They adopted the DSM-III-R
(Diagnostic Statistical Manual of Disorders, 3rd Edition, Revised) classification of the illnesses,
rather than ICD-9-CM Ontemational Classification of Diseases, 9th Edition). Thus, it is both
inaccurate and detrimental to classify alcoholism and substance abuse as mental diseases. It is
unlikely that Congress ever intended the IMD exclusion to apply to substance abuse treatment
facilities because it was concerned about state mental hospitals.

Congress spoke clearly about substance abuse treatment services in 1990 when it passed the
Moynihan amendment to the Medicaid statute which mandates that:

No service (including counseling) shall be excluded from the definition of "medical
assistance" solely because it is provided as a treatment service for alcoholism or drug
dependency (42 U.S.C. 51396d(a)).
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Unfortunately, the spirit and Intent of this amendment has been ignored by HCFA*s current 
interpretation of the IMD exclusion, which severely restricts reimbursement for non-ho^ital 
subacute treatment services.

There have been and continue to be court challenges to HCFA’s interpimdon of the IMD 
exclusion. In IDPA v. Brown (7ih Cir. 1986), a series of Granville House cases (8ih Cir. 1983 
and 1986), and Minnesota v. Hekler (8th Cir. 1983), the courts tended to agree that the problem 
of substance abuse is not a mental disease. Plaintiffs in the cases have either run out of money 
to punue the issues or have changed their status in order to get reimbunement rather than 
spending more in legal fees.

One important impact of the cases so far has been that HCFA was ordered to issue guidelines 
regarding when a facility should be considered to be an IMD. These guidelines issued in 1986, 
skirted the underlying issue of whether alcoholism and substance abuse are "mental diseases'.

Current Court Challenges

Currently eases are pending in two jurisdictions regarding the IMD exclusion as q>plied to 
substance abuse facilities. In the U. S. District Court for the Eastern District of Pennsylvania 
an injunction is being sought to required Title XIX coverage for these services (currently a 
motion to dismiss is under advisement t>y the court). In Texas there is an administrative 
challenge to the IMD interpretation. The hearing has been concluded and a decision is pending. 
If it is unfavorable Texas anticipates an appeal to the U.S. Sth Circuit.

STATE'S REACTION TO IMD

HCFA interpretations have led to anything but simplicity in this area. Since non-hospital 
residential treatment services are not considered Medicaid-reimbursable, states have attempted 
numerous creative strategies to get coverage for portions of residential substance abuse treatment 
services. In many States eligible recipients are simply precluded from receiving services.

TIHnnU - A State Study

For example, Illinois has extended its State Medicaid Plan to cover as broad a range of optional 
substance abuse services as can be found to be fedeially matchable under cuneni interpretations. 
HCFA has allowed Illinois to receive federal match for treatment units of 16 beds-or-under and 
within larger treatment facilities when the units are separately licensed, Medicaid certified and 
have s^arately identified cost centers. But the reimbursement does not cover room and board 
eosts, which constitute about 30% of the expense of such treatment. Downsizing to 16 beds not 
only reduces ct^ity but is less efficient and less cost effective.
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Illinois has over a thousand residential treatment beds in non<hospital facilities which are not
Medicaid reimbursable. Many of these beds spaces are in women’s programs. That is more
than the number of bed spaces in Medicaid certified substance abuse facilities (there are about
nine hundred bed spaces in cenifled non-ho^iltal facilities, die majority of which are not eligible
for the room and board costs). It is impossible lo measure the number of residential bed spaces
which may have been created if they had been Medicaid*reimburiable. In Illinois hospitals there
are about 1,5(X) bed spaces devoted to substance abuse. These are cleariy eligible for Medicaid*
reimbursement and yet hospitals have ehosen to certify only about three hundred of die beds for
Medicaid reimbursement (Illinois pays for actual treatment costs and overhead related to
treatment only. This approach excludes general hospital overhead costs and makes Medicaid
unattractive to most ho^itals).

Therefore, many Medicaid eligible recipients in Illinois go untreated. Known Illinois waiting
lists consist of about 5.000 persons, with many of those being pregnant women. At this time
it is unknown how many on the waiting lists are Medicaid eligible, but pregnant women with
little income would mo.i;t likely qualify.

NEW DIRECTIONS

Small steps have been made toward re-thinking how die IMD exclusion affects the provision of
alcohol and substance abuse. After pressure from Slates, HCFA reversed its policy stating that
children's beds are to be counted when children are in residoice with their mother at residendal
substance abuse facilities. Formerly these were required to be counted in determining whether
or not the facility had 16 beds and was subject to the exclusion.

HCFA has also granted a waiver for a demonstration project for pregnant substance abusers in
a few residential treatment facilities. They will evaluate the 3 year demonstration project
(located in New York, Washington, Massachusetts, and South Carolina) where substance abuse
treatment in residential facilities for pregnant women are being reimbursed under Title XIX
(HCFA has historically refused requests for direct waiver of the IMD exclusion, but has created
a situation in this demonstration whereby services are reimbursable). The demonstration will
begin its second year in October '93. HCFA indicates that the demonstration will be evaluated
at the end of the three years, with the possibility of changing CUITCnt IMD policy.

We believe these to be positive steps in the absence of a decisive and direct removal of the IMD
exclusion barrier. We support and encourage further movement in this direction.

CONCLUSION

The IMD and other Medicaid barriers established at the Federal level mean residential care has
been Kverely limited even though it is far less expensive than inpatient hospital services.
FurUiermore, this often means that outpadeni service may be chosen for a client who really
requires inpatient services. However, recent evidence suggests that appropriate inpatient
treatment initially may be the most effective way of preventing the costly recidivism common
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among substance abusers. (See * A Randomized Trial of Treatment Options for AlcohoNAbuslng 
Workers", Waw Enalarift Tfiiimni r>f Mwiifline. Sept. 12, 1991). Additional treatment was 
required significantly more often for substance abusen who were Initially given only outpatient 
treatment, or who were allowed to choose their own fbrm of treatment, as opposed to those 
initially assigned to Inpatient treatment.

While the effect of the IMD exclusion may be most disastrous for pregnant substance abusing 
women and thdr children (costs to society caused by lack of trwtment during pregnancy axe 
more long range than failure to treat a man - pregnancy complications, bad birth outcomu, 
possible life long ailments and problems of the bi^y, etc.), HCFA must be forced to rethink its 
policy for all patients. TTie IMD barrier is contrary to the intent of Congress, is 
counterproductive and drives up rather than reducing health care costs.

Pypyy of the IMD exclusion, temporary and short-sighted cost determinations end up 
governing treatment choice, which in the long run only drives up general health care costs. The 
intent of Medicaid is that care and services be provided in a manner consistent with simplicity 
of administration and the best interests of the recipient, and that payments are sufficient to enlist 
enough providers so that care and services are available to recipienis at least to the extent that 
such care and services are available to the general population (See 42 U.S.C. S1396a(a)(19) and 
(c) and 8l396a(a)(30)(A)).

State Alcohol and Drug Agency Directors believe it is time to approach residential substance 
abuse treatment coverage in a more reasonable fuhion. We are encouraged by signs from the 
Administration and HCFA that show greater ncxibility and a desire to review piously 
accept^} administiation Interpretations. It is time to give those on waiting lists the services they 
need. The issue will be driven, of course, by the costs of expansion of coverage. NASADAD 
and its members believe that we can’t aHbrd Hfit to provide services. The cost of denying 
service is far greater in the long run.
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COVERAGE OF SUBSTANCE ABUSE TREATMENT
UNDER MEDICAID/THE IMD EXCLUSION

the PROBLEM
Since Medicaid began In 1963, medical asaiatanoc has been denied by taw fpr oertm jatients
in InstituUons for Mental Disease (IMD). CunenUy, an »s defined as a of more
than 16 beds that specializes in psychiatric care. Residential treatment fecilitiM for substocc
abuse are covered under this provision - presenting a significant barrier to alcohol and odja drug
treatment for pregnant women and women with children and other individuals wto are b^icaid
eligible. Not only do low income individuals lose tfieir ability to obtain alcohol and other drug
treatment services in an IMD but they lose all other Medicaid services as weU.

Currently individuals with alcohol and substance abuse problems may be admitted to a hospit^
for alcohol and other drug treatment without loss of Medicaid benefits. Not only are hospitals
more cosdy but they often lack essential anciUary services avaUablc through a community based
treatment programs.
Many critics believe that the Health Care Financing Administration’s (HCFA) interpretation of
alcohol and other drug problems as being subject to the IMD exclusion is Hawed. TTie impact
of this interpretation Is that it perversely restricts the provision of needed alcohol and substMce
abuse treatment - especially to pregnant and parenting women who can not afford to lose
Medicaid services and whose untreated substance abuse often Increases the cost of other healUi
care services.

WOMEN AND CHn.DREN: A VULNERABLE POPULATION

The National Institute on Alcohol Abuse and Alcoholism (NIAAA) estimates there ^ be six
million women who abuse alcohol alone by 1995, four million of whom will be of child-bearing
age. Other statistics indicate dial 10% of the female population abuse alcohol and/or other
drugs.

COST TO SOCIETY

The cost of such alcohol and other drug use to society is astronomical. In Kildition to general
health care costs for the women, children who are bom to pregnant abusers «)uld conservatively
cost the health care system as much as 3 billion dollars annuaUy (thU figure does not include
estimates regarding social service and education costs required as t\ese children get older).
Substance abuse treatment services for these women are woefuUy Liadequate with at most, only
11% of the pregnant substance abusers in the country currently receiving treatment. Without
intervention before or during these women’s pregnancies, drug-affected babies will continue to
push up the costs of health care. (A report this year by the Columbia University Center on

PHOTOCOPY
PRESERVATION
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THE WHITE HOUSE

WASH I N GTO N

December 2, 1993

James E. Long 
Director
Illinois Department of Alcoholism 
and Substance Abuse 

222 South College Street 
Second Floor 
Springfield, IL 62704

Dear Jim:

It was great to see you at ONDCP's state and local affairs conference this week. It's 
hard to believe how quickly the time passes, and that we haven't spoken since my visit to the 
Cook County Day Reporting Center last July. In any event, I trust that will be in better 
contact in the coming months as the Administration puts together its full-blown strategy and 
the FY 1995 Budget.

I've just spoken to Martha at 0MB, with whom you met before leaving. She's been 
on a 48-hour crusade to discover as much as possible about the IMD exclusion — and to 
educate as many folks as she can on the issue. It looks like will have to tunnel our way into 
the inner bowels of HCFA to get some answers. We'll let you know if we make any 

progress.

SincerelW

J )se Cerda III 
S enior Policy Analyst
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Jennifer Loney kisses her son Aaron in their room at the dren at the center,which is restricted to only 16 inpatient beds
Women's Treatment Center. Loney lives with her three chil- because of a federal law that can cut off funding.
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Jewell Oates, executive director of «^e Women’s Treat­
ment Center, has had to open other treatment pro­
grams because of the U.S. rules. She hopes a grant 
to open another 16-bed program for pregnant and 
parenting women won't jeopardize the center.

Drag centers’ 

big nightmare
Having more than 16 beds
can mean loss of U.S. funds
By Rob Karwath
Tribune Staff Writer

In 1990, Illinois officials announced plans to open one 
of the country’s premier drug-treatment centers, with 70 
beds for addicted women who were pregnant or raising 
young children.

Three years later, the Women’s Treatment Center is 
operating in the former Mary Thompson HospitaL 140 N. 
Ashland Ave. But the West Side center has only 16 inpa­
tient beds for pregnant women and mothers, the vulner­
able population that the state was so interested in tar­
geting.

State officials say they wish they could open more 
beds, but they say a federal law is standing in the way.

The federal law is known by three letters: IMD. They 
stand for “institute for mental diseases,” which is what 
the federal government considers drug-treatment centers 
if they have more than 16 beds and aren’t part of a full- 
service hospital

Normally, Medicaid pays states for half the cost of 
medical care for the poor. But under a decades-old feder­
al policy, Medicaid will not reimburse states for any of 
the costs of treating patients in institutes for mental 
diseases.
, As a result, at a time when more than 10,000 Il­
linoisans are on waiting lists to receive drug treatment 
or to be evaluated for it the states must limit inpatient

See Treatment, Page 5
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Tribune photo by Jos^ M. Osorio
Women’s Treatment Center, can only have 16 inpatient beds. If 

they have more, they nsk losing Medicaid funding for low-income clients.

Treatment
Continued From Page 1 
programs to 16 beds if they want 
the federal government to split the 
costs.

States can operate larger centers 
if they want to pay all the costs. 
But the low-income clients would 
lose Medicaid coverage for all 
other health care. Pregnant drug 
addicts would lose coverage for 
prenatal care and delivering their 
babies.

Even so, many drug-treatment 
programs in Illinois and else­
where are exceeding the 16-bed 
limit because of the great demand 
for their services. The larger cen­
ters can only hope that Medicaid 
never catches their clients when 
they go to the doctor for other 
medical treatment.

OfiRcials from Illinois and other 
states have asked the federal gov­
ernment to lift the IMD restric­
tion, calling it one of the largest 
impediments to expanding drug 
treatment.

“It’s absolutely goofy. It doesn’t 
make sense,” said Jim Long, direc­
tor of the Illinois Department of 
Alcoholism and Substance Abuse. 
’This month during a tour of the 
Women’s ’Treatment Center, Long 
urged President Clinton’s drug 
czar, Lee Brown, to lift the restric­
tion.

Henry Bartlett, an administrator 
in the New York Ofllce of Alcohol­
ism and Substance Abuse Servic­
es, said IMD “is just stifling to 
drug treatment.”

But so far, the federal govern­
ment isn’t budging. Allowing 
treatment centers to expand and

still qualify for Medicaid would 
cost the federal government tens 
of millions of dollars annually, 
federal oflicials say.

The states argue that lifting the 
IMD restriction would save Medi­
caid money in the long run.

In Illinois, caring for a baby 
bom addicted to drugs costs an 
average of $31,000, a state task 
force found last year. Providing 
treatment to the baby’s mother be­
fore she delivers costs an average 
$7,000.

TTie task force urged the federal 
government to lift the IMD restric­
tion for drug treatment.

IMD restricts all inpatient-treat­
ment programs, regardless of their 
cUents.

But pregnant and parenting 
women are most signficantly af­
fected because they, more than 
other groups, need a place to live 
while breaking their addictions.

Haymarket House, which 
operates drug-treatment centers 
for a range of clients in the Chica­
go area, has had to scale back a 
program for pregnant women to 
16 beds from 22. But Haymarket 
decided to forgo Medicaid cover­
age for another program for ad­
dicted men because of the great 
need for services, said Ray 
Soucek, Haymarket’s executive di­
rector.

IMD “definitely hampers getting 
people into treatment.” Soucek 
said.

Jewell Oates, executive director 
the Women’s Treatment Center, 

has had to open other treatment 
programs, some of them without 
residential services, in the empty 
spaces that were left at the five-

story former hospital when it was 
learned that the pregnant and par­
enting women’s program would 
have only 16 beds, not 70.

Recently, Oates learned that the 
center had won a grant to open 
another 16-bed program for preg­
nant and parenting women. But 
Oates’ happiness has been tem­
pered with worry that under IMD, 
the new program may jeopardize 
Medicaid funding for the 16 beds 
she has.

“We’re getting caught up in a 
bureaucratic nightmare,” Oates 
said. “It’s very frustrating.”

As frustrating as IMD is, pro­
viders say it used to be worse.

ment counted children toward the 
16-bed limit in programs where 
addicted mothers live with their k D
kids. O J

As a result, women had to be > )
separated from their children.
many of whom had nowhere else CJ J
to go. or else the treatment centers > 1
served fewer than 16 womea O J

Federal oflicials are sympathetic 0 Jto the states’ IMD complaints, said O JChester Stroyny, director of the
federal Health Care Financing Ad­
ministration for the six-state Mid­
west region. But he acknowledged 
that there is no guarantee that the 
restriction will be lifted soon.

TTie federal government recently 
awards six states money to study 
the impact of expanding drug 
treatment under Medicaid. Illinois 
failed to win one of those grants.

“The results fh)m these demon­
stration projects may be the basis 
for some legislative proposal” to 
lift IMD, Stroyny said, “but that is 
several years away.”


