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Abstract

Medicaid is characterized by low rates of provider participation, often attributed to reimbursement

rates below those of commercial insurance or Medicare. Understanding the extent to which
Medicaid reimbursement for mental health services varies across states may help illuminate
one lever for increasing Medicaid participation among psychiatrists. We used publicly available
Medicaid fee-for-service schedules from state Medicaid agency websites in 2022 to construct
two indices for a common set of mental health services provided by psychiatrists: a Medicaid-
to-Medicare index to benchmark each state’s Medicaid reimbursement with that of Medicare
for the same set of services, and a state-to-national Medicaid index comparing each state’s
Medicaid reimbursement with an enrollment-weighted national average. On average, Medicaid
paid psychiatrists at 81.0 percent of Medicare rates, and a majority of states had a Medicaid-to-
Medicare index that was less than 1.0 (median, 0.76). State-to-national Medicaid indices for
psychiatrists’ mental health services ranged from 0.46 (Pennsylvania) to 2.34 (Nebraska) but
did not correlate with the supply of Medicaid-participating psychiatrists. As policy makers look
to reimbursement rates as one strategy to address ongoing mental health workforce shortages,
comparing Medicaid payment across states may help benchmark ongoing state and federal
proposals.

Medicaid now covers more than one-fifth of all Americans with mental health disorders,
but many enrollees with mental health conditions report difficulty accessing treatment. Half
of Medicaid beneficiaries with serious mental illness reported unmet needs in 2018.1 As

a driver of provider acceptance of Medicaid insurance,? low provider reimbursement rates
may be one important determinant of access to care and health outcomes for Medicaid
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enrollees.34 Reimbursement rates in Medicaid are typically lower relative to commercial
insurance or Medicare; for instance, one study found that Medicaid feefor-service payments
for physician services were nearly 30 percent below those of Medicare in 2019.5 Likewise,
hospital base payments were 22 percent less in Medicaid compared with Medicare in 2020.

States generally have broad flexibility in determining payments for physician services
through one of three methods:” a resource-based relative value scale taking into account
physician time and effort, as a fixed percentage of either Medicare or commercial payments;
or the use of a state-specific internal process based on market conditions, costs of care,
legislative action, and other factors.8 Medicaid fee-for-service rates for mental health
services may differ from rates paid to Medicaid managed care organizations, which covered
more than 70 percent of Medicaid enrollees as of 2019.° Managed care plan rates are
contractually negotiated. States pay plans a capitated payment for enrollees, and managed
care organizations in turn pay their contracted providers using a number of payment
methodologies approved by the Centers for Medicare and Medicaid Services (CMS).10
There is also variation in the use of supplemental payments in many states, including

funds appropriated by state legislatures or authorized through federal Medicaid waivers.
Given that managed care rates are not typically published, however, fee-for-service rates
provide a useful anchor for estimating reimbursement, and they often serve as benchmarks
for fees negotiated by managed care plans. In one analysis published in 2014, Medicaid
managed care payments were lower than fee-for-service payments in only two of twenty
states examined, 1! and overall have been found to be similar and sometimes identical to
those paid by Medicaid fee-for-service.11:12

Although Medicaid’s payment differential to Medicare has been well documented, the extent
to which reimbursement for mental health services varies across state Medicaid programs

is not known. This variation is important to understand for several reasons. First, mental
health care access is constrained by a critical shortage of specialty professionals who are
willing and able to see Medicaid enrollees.1314 Providers’ acceptance of Medicaid insurance
is lower than that of other payers,® with only 35 percent of psychiatrists participating

in Medicaid as of 2014.16 Payment differentials across state Medicaid programs could
exacerbate the existing geographic maldistribution of mental health providers'’-18 and
worsen shortages in particular states. Second, mental health professionals in states where
Medicaid pays less may be driven to find alternative methods to sustain their financial
margins—for example, through cost shifting to private payers or to patients paying cash,19:20
further reducing the care they deliver to Medicaid enrollees. Third, given Medicaid’s role in
mental health delivery, the program’s payment policies may inform ongoing policy efforts to
expand access to mental health care more broadly.

Recent research has examined Medicaid reimbursement differentials for selected specialties
such as primary and obstetric care® and opioid use disorder treatment.2! To our knowledge,
data on Medicaid payments for mental health services have not been collected systematically
across states. This analysis describes Medicaid fee-for-service reimbursement rates for

a common set of mental health services delivered by psychiatrists, and it benchmarks
Medicaid reimbursement rates to those of Medicare. Our analysis helps identify high- and
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low-paying states and can inform policy options that leverage reimbursement as a way to
expand access to psychiatrists and potentially to other mental health professionals.

Study Data And Methods

Fee Schedules

We first used newly available national Medicaid claims data from the 2018 Transformed
Medicaid Statistical Information System Analytic Files (TAF) to identify a list of the forty
most frequently billed mental health services, by volume, and their corresponding Current
Procedure Terminology (CPT) codes. These were restricted to services that psychiatrists
were eligible to bill in every state, including both mental health—specific CPT codes, such
as 90791 (psychiatric diagnostic evaluation without medical services), and evaluation and
management codes for office visits (for example, 99201-05 and 99211-15). We included
evaluation and management codes because although their reimbursement tends not to vary
across specialties within a state, it does vary across states and may contribute to overall
variations in payment to psychiatrists.

We collected the most recent 2022 data available from public Medicaid fee-for-service
physician fee schedules (as of September and October 2022) for the aforementioned set

of most frequently billed mental health services (see online appendix Al for Medicaid fee
schedule websites and appendix A2 for a list of CPT codes and descriptions).22 When it was
relevant, we focused data collection only on nonfacility professional fees in the outpatient
setting, without additional modifiers.

We also collected the most recent 2022 physician fee data available as of September and
October 2022 from public Medicare fee-for-service physician fee schedules for the same set
of psychiatry services.23 We focused on National Payment Amounts for nonfacility global
(diagnostic) services, without additional modifiers.

Constructing the Indices

We constructed two indices: a Medicaid-to-Medicare index to compare each state’s
Medicaid reimbursement with that of Medicare for the same set of psychiatry services and
a state-to-national Medicaid index to compare each state’s Medicaid reimbursement with an
enrollment-weighted national average.

To create a single aggregate index for mental health service reimbursement at the state

level, we used the 2018 TAF data to quantify each service’s relative share of total mental
health service volume. In our service volume counts, we excluded enrollees who were dually
eligible for Medicare. Service volumes were used as weights to aggregate the fee ratios
across all mental health procedure codes of interest within a state. In other words, within
each state, the reimbursement index was calculated as the volume-weighted average fee ratio
aggregated across the procedure codes of interest.

For the Medicaid-to-Medicare index, the fee ratios were calculated as the state’s Medicaid
fee schedule rate divided by the Medicare payment rate for the set of services included in
the analysis. To identify a consistent set of codes across states, we included procedure codes
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that had available fee data and were covered in at least forty-five states, and we excluded
codes with consistently low utilization across all states. For the state-to-national Medicaid
index, the fee ratios were calculated as the state’s Medicaid fee schedule rate divided by an
enrollment-weighted national average Medicaid payment rate.

Our final analysis included twenty of the most common mental health—specific and
evaluation and management codes billed by psychiatrists (90791, 90792, 90832-34, 90836—
38, 90847, 90853, 90870, 99202-05, and 99211-15) in forty-eight states and Washington,
D.C. (hereafter referred to as “states”). In our final sample we excluded two states:
Tennessee, because it does not publish a Medicaid fee schedule, and Florida, because of
data quality issues in the TAF data.

Checks

As a robustness check, we tested how sensitive our state index comparisons were to the
service-share weights, based on utilization in the TAF claims data. To ensure that cross-state
comparisons were practical, given underlying variation in utilization patterns, we performed
a permutation test wherein we replaced each state’s service-share weights with the weights
from another state, randomly selected without replacement. Then we recalculated our state
reimbursement indices and compared the new ranked order of states with our original ranked
order, using a Kendall Tau test. We repeated this process 100 times and found the paired
rankings to be consistently positively correlated (correlation coefficient range: 0.74-0.90;
mean: 0.82), with significance levels below 0.05 (data not shown). Thus, these robustness
checks suggested that the rankings of state indices were not highly sensitive to utilization
weights derived from the TAF data.

Finally, we used the TAF data to derive counts of unique psychiatrists billing Medicaid in
outpatient and prescription drug claims within each state. We identified all psychiatrists in
the TAF claims data by their primary taxonomy code in the National Plan and Provider
Enumeration System. Psychiatrists were counted in all states in which they appeared in
claims and thus could be counted multiple times. However, in cases where more than

95 percent of a given psychiatrist’s patients resided in a single state, that psychiatrist

was counted toward one state. For validation, we compared these psychiatrist counts

with counts of all psychiatrists in the 2019 Area Health Resources Files, a county-level
database maintained by the Health Resources and Services Administration. On the basis of
TAF claims, we calculated the number of Medicaid-participating psychiatrists per 10,000
enrollees within each state.

This analysis had several limitations. First, we examined only nonfacility professional fees
paid to psychiatrists, who are able to bill Medicaid their professional fees in all states.
Although other mental health professionals, including therapists, counselors, psychologists,
and licensed clinical social workers, constitute a major part of the mental health workforce
in Medicaid, they are often subject to heterogeneous billing and reimbursement practices
across states. We thus were unable to draw conclusions about Medicaid reimbursement
rates for mental health services provided by clinicians either in other care settings, such as
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residential treatment facilities and acute inpatient hospitals, or by specialty mental health
professionals who are not psychiatrists.

Second, we did not adjust for Medicare’s geographic cost index. These adjustments would
likely have had relatively modest effects on overall rankings. A study by Lisa Clemans-Cope
and coauthors found that the interquartile range (from the twenty-fifth to the seventy-fifth
percentile) of Medicaid rates for psychotherapy codes, compared with those of Medicare,
varied by less than 5 percent.2! Thus, inclusion of these adjustments would have been
unlikely to result in large changes to our overall findings.

Third, we used TAF data to construct service-volume weights used in our indices. As these
data are relatively new in research use, it is possible that service volumes differ across states
because of data quality and not actual utilization. It is also possible that current utilization
for mental health care may differ somewhat from service volumes in 2018, the most recent
claims data available. In robustness checks, however, we did not find evidence that changes
to the TAF-generated service-share weights affected overall state rankings of higher-versus
lower-paying states.

Finally, our analysis was cross-sectional and did not offer any causal view into the
relationship between increasing reimbursement rates and psychiatrist supply, which can be
affected by a host of additional factors, including training, licensing, and practice conditions.

Study Results

Exhibit 1 shows summary statistics of Medicaid nonfacility outpatient fees to psychiatrists
for twenty commonly billed CPT codes. There was significant variation in reimbursement
rates across states for each CPT code. For example, the mean reimbursement rate for

CPT code 90791 (psychiatric diagnostic interview) was $134.73; the interquartile range
represented an approximately 50 percent difference in rates (103.07-154.21).

On average, and weighted by Medicaid enrollment, Medicaid paid psychiatrists at 81.0
percent of Medicare for the same services (data not shown). Most states had a Medicaid-
to-Medicare index of less than 1.0 (median: 0.76; IQR: 0.65-0.94; exhibit 2), with a
difference of more than fivefold between the highest- and lowest-paying states. Medicaid
reimbursement rates were approximately one-third of those of Medicare in Pennsylvania
(0.32) and half of Medicare’s rates in Maine and Rhode Island (0.49 and 0.47, respectively).
In a handful of states, including Nebraska (1.67), Alaska (1.62), Arkansas (1.35), Montana
(1.22), Arizona (1.01), Oregon (1.00), New Mexico (1.00), and North Dakota (1.00),
Medicaid reimbursement for mental health services was on par with or greater than that

of Medicare.

Exhibit 3 displays state Medicaid indices for mental health services relative to a

weighted national Medicaid average. The states with the highest Medicaid fee-for-service
reimbursement rates for a common set of mental health services were Nebraska (2.34),
Alaska (2.26), Arkansas (1.85), Montana (1.73), Arizona (1.47), Delaware (1.41), Virginia
(1.40), North Dakota (1.40), Oregon (1.39), and New Mexico (1.38). The states with the
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lowest reimbursement rates were Pennsylvania (0.46), Rhode Island (0.67), Maine (0.70),
Ilinois (0.76), and Louisiana (0.78).

Exhibit 4 plots state-to-national Medicaid fee indices against the number of Medicaid-
participating psychiatrists per 10,000 enrollees at the state level. The majority of states had
fewer than the national average ratio of 6.7 psychiatrists per 10,000 enrollees. There was
little correlation between Medicaid reimbursement rates for mental health services in 2022
and psychiatrist supply in 2018 (correlation coefficient: 0.01). For instance, New Hampshire
had 11.8 Medicaid-participating psychiatrists per 10,000 enrollees and paid 80.7 percent of
the national average Medicaid rates; Ohio had 6.11 psychiatrists per 10,000 enrollees yet
paid a comparable 78.6 percent of the national average Medicaid rates. However, a number
of states, including Arkansas, New Mexico, and Arizona, had far higher average Medicaid
rates compared with the national average and far fewer psychiatrists per 10,000 enrollees,
suggesting that these states may be trying to use higher reimbursement rates to incentivize
psychiatrist participation in Medicaid networks.

Discussion

Our analysis demonstrates wide variation in mental health reimbursement rates for
psychiatrists across states. Some degree of variation in reimbursement is to be expected
because of geographic cost-of-living differences, state ratesetting processes, and Medicaid
program administration, but our data suggest that payments in the lowest- and highest-
paying states differ by more than fivefold. Our results also suggest that, as has been
previously documented for Medicaid hospital payments,? dual-eligible populations,?4 and
other physician specialties,>25 reimbursement for mental health services continues to lag
that of Medicare.

Of note, this work uses Medicaid fee-for-service fee schedules in a context in which

a majority of Medicaid enrollees are covered by managed care organizations. Limited
information is available on Medicaid managed care payment rates and how they compare
with those in Medicaid fee-for-service.11 More work has been done in Medicare; a study

of claims data evaluating Medicare Advantage prices paid to physicians between 2007 and
2012 found that Medicare Advantage plans paid rates that approximated those of traditional
Medicare, including 97 percent for an office visit and 102 percent for an emergency
department visit. However, Medicare Advantage plans paid only 67 percent of the Medicare
price of a walker, an area where traditional Medicare is considered to overpay.28 To the
extent that Medicare’s experience is mirrored in Medicaid, we expect Medicaid managed
care rates to be anchored by state fee-for-service rates, with the potential for rates to be
lower where Medicaid fee-for-service overpays (uncommon by most accounts) and higher
where Medicaid fee-for-service underpays.

States have historically set their own Medicaid reimbursement rates, and as our analysis
suggests, some states have set particularly low rates. Evidence suggests that low
reimbursement is a financial disincentive for mental health professionals to treat Medicaid
enrollees, a population that disproportionately experiences serious mental illness and
barriers to care. Low reimbursement also appears to be distinctively challenging for mental
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health professionals, with psychiatrists receiving lower in-network payments than other
physicians for the same services.2” Conversely, increases in reimbursement rates have
been shown to improve care provision and outcomes. Diane Alexander and Molly Schnell
demonstrated, for instance, that every $10 increase in Medicaid reimbursement per visit
was associated with increases in patients’ self-reported access, health care use, and “very
good” or “excellent” self-reported health status.2 Moreover, they found little evidence that
increasing Medicaid reimbursement and care for Medicaid enrollees was offset by reduced
care among privately insured people, suggesting that there may be provider capacity to
increase Medicaid participation.

Greater understanding of payment variation can inform ongoing federal and state efforts

to expand the professional workforce and improve access to mental health care. To date,
federal efforts to increase Medicaid reimbursement have been largely temporary in duration
and narrow in scope. Although the Affordable Care Act mandated a fee bump for certain
primary care services to match Medicare rates, only nineteen states have sustained their
primary care fee bumps beyond the two-year mandate.28 However, states are increasingly
considering or implementing fee increases in Medicaid as a tool to expand the mental health
workforce.2? Beginning in July 2022, for example, Maryland increased its reimbursement
rates in Medicaid to match Medicare payment rates for evaluation and management
services;30 similarly, to improve workforce retention and rate parity, Oregon is implementing
26-45 percent increases in Medicaid fee-for-service rates for services such as substance

use treatment and pediatric intensive psychiatric treatment.3 Amid these changes, it is less
clear the extent to which payment differentials across states induce between-state workforce
competition and whether, in states with lower Medicaid payments, cost shifting occurs
toward higher reimbursement rates from other payers.

Importantly, policies focusing solely on increasing reimbursement may be insufficient to
improve enrollees’ access to mental health services. We did not find a strong correlation
between Medicaid reimbursement rates and the number of Medicaid-participating
psychiatrists per 10,000 enrollees, likely because of a number of important confounding
factors, including simultaneous policies focused on workforce expansion, the use of
managed care, provider capacity, and payment rates compared with commercial payers.
Newly proposed and implemented behavioral health reimbursement hikes in Medicaid
provide opportunities to investigate more robustly their effects on providers and care
delivery.2?

Although correlation does not equal causation, this finding supports a body of evidence
suggesting that higher reimbursement rates do not necessarily lead to higher physician
participation in Medicaid. The magnitude of a rate hike may matter; evidence from the
Affordable Care Act’s primary care fee bump in Medicaid suggests differential effects
across states,32 with greater increases in appointment availability in states with greater
relative increases in reimbursement. In this vein, it is unclear the extent to which simply
anchoring Medicaid payments to those of Medicare—which not only have failed to keep
up with inflation but also are facing additional cuts in 2023—sufficiently incentivizes
mental health professionals to participate in insurance networks when more lucrative
private or cash payment is an alternative.33 Finally, other factors influencing physicians’
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acceptance of insurance, including organizational and regional differences in administrative
burdens, incomplete or delayed payments, and ancillary support for care coordination and
management, could be as important as reimbursement alone, if not more s0.34-36

In 2022 Medicaid’s fee-for-service rates for commonly billed psychiatry services were 81.0
percent of those in Medicare, with substantial variation in payments across states. Payments
in the lowest- and highest-paying states differed by more than fivefold. Comparing Medicaid
payment across states may help benchmark ongoing state and federal proposals to increase
reimbursement for psychiatrists and other members of the mental health workforce.
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EXHIBIT 2. Medicaid-to-M edicare index, comparing M edicaid reimbur sement rates for selected
mental health serviceswith ratesfor the same servicesin Medicare, 2022

source Authors’ analysis of publicly available 2022 Medicaid fee-for-service physician fee
schedules for a set of common mental health services. noTes The Medicaid-to-Medicare
index is a composite measure of each state’s physician reimbursement relative to Medicare
reimbursement in each state. Fee ratios were calculated as the state’s Medicaid fee schedule
rate divided by the Medicare payment rate for the set of mental health services included in
this analysis.
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EXHIBIT 3. State-to-national Medicaid fee index comparing reimbur sement rates for selected
mental health services across state M edicaid programswith a national aver age, 2022

source Authors’ analysis of publicly available 2022 Medicaid fee-for-service physician fee
schedules for a set of common mental health services. NoTEs The state-to-national Medicaid
index is a weighted sum of the ratios of each state’s Medicaid reimbursement for a given
service to the corresponding national average. The weight for each service was its share of
total service volume among the entire set of services evaluated. Fee ratios were calculated

as the state’s Medicaid fee schedule rate divided by an enrollment-weighted national average

Medicaid payment rate.
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EXHIBIT 4. State-to-national M edicaid fee indices for mental health services and M edicaid-
participating psychiatrists per 10,000 enrollees, 2022

source Authors’ analysis of 2018 Transformed Medicaid Statistical Information System
Analytic Files (TAF) and publicly available 2022 Medicaid fee-for-service physician fee
schedules for a set of common mental health services. noTes This exhibit plots state-
tonational Medicaid fee indices for mental health services (see exhibit 3) against numbers
of Medicaid-participating psychiatrists per 10,000 population, as derived from counts of
psychiatrists with at least 1 claim in the TAF data. The trend line shows a linear correlation
coefficient of 0.01. The average number of Medicaid-participating psychiatrists per 10,000
enrollees across all states in the sample was 6.72.
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