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Ment.al Heattn Benefit Estimates for the Uni·nsured 

In sponse to recent discussions With analysts evaluating the cost of mental 
he Ith benefits, NIMH staff have prepared the attached analysis of data relating to 
th cost of providing mental 1:1nd adcfletive disorder benefits to the uninsured 
po ulation. According to HCFA, CRS staff, end the American Academy of 
Ac . ries, there is general agreement that the cost of the Mealth Security Acrt 

tal health benefit for the insured population would be $141 per capita, of 
h 2/3 can be attributed to inpatient care--this premium includes administrative 

co s. However, cost o&timetes of the benefit tor that proportion of the population 
the is uninsured have been unstable and have tried to divide the premium between 
the uninsured high user and the remaining uninsured p0pulation. 

Un rtunatelv, tor the uninsured analyses. these estimates continue to use the 
agg egate National Health Accounts data totals divide\J by the 37 mUlion uninsured 
int e population. Both the numerator (total funds in the public sector have been 
adj ted upwards as fringe benefit and administrative costs are added> and the 
den lnator <up to 50 miJHon are uninsured at some time in the year) continue to 
shi as actuaries and health economists attempt to derive a mental health benefit 
pre ium from these data. In addition, the formulae ere not well e~mbflsned for 
deri ing the appropriate proportion of costs for the uninsured that would be 
cov red under the benefit versus that proportion which will remain the 

nsibility ut the State public mental health agencies. 

ntrast, an experience based approach has been used with the insured 
tation because of the availabmty of extensive utililation and claims data for 

this roup. Based on the recent availability of experience data (ie service utilization 
data distributions) for the uninsured from Dotti tl'te National Comorbidity Survey 
(NC ) and from the CMHS National Reporting Program. wa are s-uggesting a 
par igm shift in how one might approach determining a benefit cost for the 
unin ured. This shift combines high and low users of mental health services by the 
unin ured and analyzes actual outpatient visit and bed day utilization experience to 
dete mine relative utilization of th• ~urre1uly insured and uninsured. 
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The attached ana1vsis draws on two data sources wnich provide th~ only known 
util' ation data on a national basis for the uninsured. The first data set for 

tient d.:ita is from the recently completed National ComorbiditV Survey 
)(age 15-55) of the University of Michigan as analyzed by Richard Franf(, 
s Hopkins University. The conclusion of this analysis is that there is currently 

a lo er per capita use oT out-patient memal health and addictive services by the 
uni sured. However, when a logistic regression analysis was performed which 
co rolled for insurance status. age. gender r ethnicity, marital status, illness 
sev ritv, and ed\JCational attainment, it could be estimated that given univerHI 

to coverage, the curtently uninsured would use outpatient mentaJ health 
ices at essentially the Mme rate as the currently insured. (soc attached FAX 

Richard Frank) 

Sin e the Frank analysis only covers the out-patient portion, NIMH staff studied 
inp tient service use by insurance status. We analyzed date from the Center for 
Me tal Hee1llh Servk;es, National Reporting Program's 1986 Client/patient sample 
su ey (CPSS) of an private and public mental health facilities in the U.S. For a 
de ominator population, we used the 1987 National Medical Expenditure Survey 
(N ES) data tape to assess service uti1ization rates. In order to provide a 

parable analysis to the NCS survey, the data for those age 15-55 were 
e ected from both the CPS6 and the NMES surveys. Although a logistic 

ession analysis comparabf e to that used by Richard Frank has been performed 
he inpatient data, the finding that the uninsured were hospitalized at higher 

rat s than the insured required the more detailed analysis summarized in the 
att ched Tables. 

1. About 1 % of the U.S. population, aged i 5-55 had a psychiatric 
hospitalization in 1986 of wnich 34.5% were uninsured and 65.5'6 w~re 
insured. The uninsured used a disproportionate share of total bed days by 
accounting for 39% of the bed days in contrast to 61 % for the insured. 

2 ll'le uninsured were hospitalized at about three times the rate of the insured, 
1 .9% of the uninsured versus 0.6% for the Insure~. This rate may be 
somewhat inflBted because the uninsured also include thoie who mav be 
in11ured for physical health reasons, but have exceeded their mental health 
benefit levels or are ineligible for mental hearth benefits (eg persons with 
medicaid. age 21-64 who are seen in State hospitals). 

3. Among the uninsured, 77% used public mental healtn facilities including 
·State It County Mental Hospitals and other public general hospitals, and 
23% used private specialty and general hospital facilities. 

4. Given the 30 day inpatient hospital benefit of the Hearth Security Act, the 

2 
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insured and uninsured were divided into two grouos: those who used 30 
days or less, and those who used more than thirty days. Ttie attached 
length of sioy tables summarize this analysis. 
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a. 76% of the uninsured and 85% of the insured were hospitalized for 
thiny deys or less. The average LOS for the uninsured was 9.9 day8 
and 1 1 . 7 days for the insured-showing the expected insurance effect 
for thB brief hospital stay group. (See Table Section 1 and Section 2) 

b. 24% of the uninsured and 15% of the insured had hospitalizations of 
more than 30 days. The average LOS for the uninaured wa& 69.9 
days and 67 .5 days for the insured. These data demonstrate that a 
significantly higher percent of the uninsured .have extended 
hospitalizations and tend to have a longer LOS. As a result, those 
with a LOS of more than 30 days account for 69% of the bed days 
among tht? uninsured and for 49% of the bed days among the insured. 
(See Table Section 1 and Section 4} 

Ba ed on the analysis performed by Richard Frank, ancf the NIMH inpatient service 
us Hnalysis, it should be possible make somo estimates of the impact of patient 
be avior under the Health Security Act. 

a The uninsured should be estimated as requiring the same benefit cost 
as the insured for outpatient care. However, there will also be 
embulotory care neods for the soveraly mentally ill in excAs;~ of those 
covered by the Health Security Act. These costs would continue to 
be covered by the State Mental Health ~uthorities until there ;s a 
comprehensive benefit plan. 

o t=or determining ao inpatient benefit, it would be useful to seoarate 
both the uninsured and the insured into two groups--those with 30 
days or less of hospitalization (short stay} and those with more than 
30 days P"tospitalizetion (long stay}. There are 76% of the uninsured 
and 85% of the insured who have a LOS of 30 days or less. If one 
estimates that 15% nf the population is uninsured. then this 
population is hospitalized for brief periods of less than thirty days at 
twice the rate as is found for the insured (calculations not shown). 
This is mustrated by ttle fact that the uninsur4:td. short term 
hospitalized group accounts for 0.03 days per capita (33% of the 
total days for 15% of the population) versus 0.06 days per capita for 
the insured--a total of 0.09 days per capita for the short stay 
component. <See Table Section 2J 

3 
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d. 
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f. 

g. 

h. 
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The longer stav uninsured t24%J, contribute roughly the same 
proportion of hospital days (0.06 per capita> as the longer stay ;nsured 
(15%J--atso 0.06 davs per capita. For longer stav admissions, the 
uninsured are hospitalized at at>out 6 times the rate as the insured. 
Although one would expect them to contribute 15% of the bed days 
if tttey were tlospltalized In proportion to population numbers. · 
However there were an equal number of bed days actually 
experienced by these two groups. {See Table Section 3) 

. 
Since a very strict interpretation of the 30 day benefit could place the 
long stay group of both insured 11nd uninsured undor the care of 
States, that would mean that potentialty S 7% of total bed days would 
be the responsibility of the States (See Table Section 4). However, . 
one would need to subtrect the first 30 days from these longer stay 
patients which could be billed to the Accountable Health Plans. The 
attached Table, sectton 5, provides the calculations for identifying the 
number of days per capita covered by the benefit that would be 
attributed to those with more than 30 days hospitallzation--.02 days 
for the uninsured and .03 days for the insured. 
(See Table Section 5) 

By combining the total per capita length of stay for the short term and 
longer term hospitalizations that would be covered under a 30 day 
plan, it is poasib.fe to estimate that 35. 7~ of the per capita days 
would be attributable to the uninsured and 64.3% to the insured. 
(See Table Section 6) 

A weighting factor which contrasts the bed days used by the 
uninsured to those used by tne insured can be derived by cumparing 
the relative percentage of per capita bed days accolJnted for by the 
uninsured to their percent of the POPUiation (35. 7%/15% = 2.38J 
(5ea Table Section 7) 

finally, a benefit cost for the uninaured can be estimated by keying 
the relative use and cost of outpatient and inpatient services to those 
estimated tor the insured. Given an inpatient benefit of $94 for the 
insured, the uninsured would be expected to use 2.38 times that 
amount for a total of $224. When the eQuivalent outpatient benefit 
cost of $47 is a<lded, the total benefit for the uninsured would be 
.$271. <Sea Table Section 8) 

A weighted mental health benefrt for the entire p0pulation would 
include estimates that 85% of the population would cost $141, and 
1 5% of tho population would coct $271 for a total premium of 

4 
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180.50--addlng a 15% administrative cost would increase the overall 
premium to 8184.50. Hence, it would be possibJe to cover the 
uninsured at the level of benefit anticipated in the Health Security Act 
for an additional $20 per capita. 
<See Table Seetion 8) 

the above paradigm approach. it should be possible to subtract the aggregate 
flt coata for the uninsured from the total cost exoenditures now in the public 

s or. r"he remaining funds would· be used by the States to cover the costs of 
tho e severely mentally ill who exceed benefit limits whether they are now in 
eit er the insured or uninsured sector&. 

outd be noted that these are preliminary estimate& which were developed by 
Ag es Aupp, Grayson Norquist. Michael Feil, and myself and still can be.nefit from 

ew within the Department. We would appreciate your review of the approach 
the data analyses before they are elaborated and formally submitted to the 

ou.s Congressional an<2 Administration users of this information. 

cc Dr. Kirschstein 
Dr. Arons 
Mr. Ferguson 
Ms. Stephens 
Dr. Manderscheid 

A achments 

Richard Frank memo 
Length of stay tables 

Sincerely, 

&CJ .. .: 
Carrel A. Regier, M.D .• M.P.H. 
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l. 

insura:iee st~tua (episoCll!!s) 

•tay tnsiftBured 1.nsureo Twt.•l. 

lS,,,09 '76t) 7G"1,8U 85\) l..1.27 .• .,, 

Tot...J. 

2. 

r ~ays 

JO oays 1:i1,1aD 

·171. Z56 

<31.Stl 

ot acay for lO or fsWer days 

rneuraiice etatU5 • per capita 

tJb.i,.naured: length of stay/eapita 

:;!" ") 128,211 ( , .... , 
(lOOtl "''. 01' 

(:l.OOtl 

~65 .:Ol 

Inaured• 

Tot.al: 

lengr.h of nay/capita e;9.tl.,fi26/13B.H2,2B2 = o.aG daye 

len9th of 'tay/capita ~ 12,538,10l/438,88~.282 • a.09 days 

User ine\U'ance etatus 

Lea~h er atay/unin•ured user 

L~ngth of atay/inaured user 

t..ngth of stay/all users 

Total bed dayl!I 

Oainsured 3,54,,777 28t) 

In.sured 8,991.626 72tl 

Total • 12.538.403 (lOOtl 

l.~46,'7'71/lS,,608 = ,.8E days 

8,991,626/767,8,8. 11.11 day~ 

• l2.5JB,10l/l,127.47f ~ 11.12 days 

3. wen h of ~t•Y for 1110re ~ban lO c!ays 

Insuran~e status - per cap1ta 

on.1naur9d: leng~h ot stay/capita 

Total: 

l¢ftgth GI •ta~/~a~i~~ 

length of scay/ec1pit~ 

Oaer insurance status 

0.01 days 

•-~•q.s19/138.882.282 s o.06 davs 

16,450,38!/llB,882.282 a.12 days 

7,800,764/111,648 ~ 69.~ days 

t,C,P,f~P/141.211 • ~~ ~ ~~y~ 

~engt.h of stay/'laft1nsured use~ 

X.t:u9l.h c.f •lay/i.,..e.arcd uqc:r 

Length of a~ay/all users • 16,1SO.ll3/2Jg,9sg Gll.6 da.ys 

Total bed days 

tll'linaured = ~.eoo,764 t7tl 

iJ•U~Cd O.G~,.C1~ S>~) 

Tot.al .. 16.ISO.J83 llOOt) 

239.959 

1.l67,3l5 

(100\) 

~ 016/021 

Pereeir:n: 

82-5' 

17.S't 

100.at 
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•. NUlllbe llftci perc:ent of bl!lld clays for \lsera h1rn.ng episc:>da• v1th durat.1cn.e of JO Q:' fevez- days an4 111ore 

t.b,;an 30 ya l:>y i.JUl\lX&:lCll! stat'l:I 

!'lore e 

'l'Cl'C.Dl 

'· 

IncuT;u:ace status (bed day•) 

r:ll~BY 
'Uninsured Inaiarad 

I' 4ays J.546,777 l Jl.'11 a,:r•:i.. •:z• 
JO days 7,900.'75• en> •.60,'19 

:i,:l,,3&.,,5'l1 (;a.Oii•) ).,,._., _,. .. s 

(39tl lliJ.') 

ina1ared - Ll!Jlgt.11. of etay/c:apit.a .. (111,648 x JO)!UB,882,283 

- l.cingch of aeay/capica ~ (128,211 ~ JOJ/13s,as2.21~ 

• Lenqth of atay/eapita: 123J,859 x 30)/138.&IZ,292 

Total 

:J:Ul 1~1 :i.)O, •O> 

{ 49\o) 16,tSCI. 38J 

<1ootl U,988,'78' 

{lOQt I 

0.02 days 

0.03 days 

o.o5 days 

Perc:ent 

~3· 

S"l't 

100~ 

ed le~gth of st.ay per eap1ta fo~ benefit c:overaie o! 30 day hospi~lisat.ion r~a • !l 

J! ,'7\) 

• 0.06 • o.03 = o.o9 days 

Tota:!. 

7, 5Bti ted·wcigbt111g faetor for uniruNccd compa~sd with ineured 

JS t' Of p.rr e.apit.a days 
--····-------···-----···· 2->• 

lS t of gcpulstion 

B- B~ne it cost est~mat.~ fol' yninaured 

Total 1nsul'ed benefit cost. "' 5141 per capit.a of wh:i.c:h 2/:3 <t;UJ attribUCeCI. to 1npat.111mt. 
coa~s and $4'7 t.o o~t-p•ti~nt coats 

U'hin&Ured in-~atieDt • 394 X 2.38 • $224 
aftl.nsureG out•patieul. <1'1 

Te cal $2'71 

Neight~d mental healCh :i:.en~!i~ !o~ satire ~&tion 

s l4l x .es = $ 11'.8.> 
$ :1171 x .u 4Cl.SS 

160.SO 
• 15 t admini:n.rat..i.ve costs 24.00 

Tot~l s ,U.!00 
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o: Darrell A. Regier 
R"JChard G. Frank 
E&lima1es it the lmpa~ vt= 1nswanca on Utnlntion 

Thi::s memo summarize& sormt analyses of utlization data obtained from the 
tioaal Comorbidity SUrvey (NCSJ. Ullllzation data are au deriYea from Part Z or 
survey. The implication of !his is thzrt not all perticipants in the survey 

OinDteted P'•rt 2 end the sub-~pl• of subject ft>r whOm utilization data are 
vaileble is smaller than for the overan survey fabout 5900 peopteJ. In order to 

81115 °'9 impei:t on urilizllliOn of martta& health servicei of lhe PoPulations of 
"viduars whO ate currently unirl$ured we dOf'rne tl'I• •impact" af insurance Tfte 

11mn:w!'I' wirh wnich .,,,. are concerned Is the amo1i1nt of Utifilation that wiff occur for 
the Wtin1Ured above U'tat observed In the currently insured population. 

In ord8f to essess the Impact of coverage aDove that tor me in5un1nce on 
lhoaa curn.ntly uninsured we define th& Impact in the fOflOWlng way; 

eacass impact c [(Uninsured baseline \1541 x insurance impact)-(ba&e11ne 
«tsured use))l(insured beceline I.JSR) 

This approach to calc&Jlating the impact Of insU1"8nce a1k>ws one to Incorporate the 
impac;t Of lnsurao~e holdlng other tac:.tOR constant 115 wef( as taking aCCDYnt that at 
ba:&efine the uninsured tnfll/ have e different µrupensltV to use services than the 
insuntd popula~. In order to calculate the implc::t one needs to; 11 obtain an 
estimate of the insurance impact •ml 2> make use of base'"'° data. 

This approach was lmplamentucl rn such a manner as to include sepBrate 
impact& for specialty manta I health services ana all mental h•llh aervl~5 de1i"ler9d 
by health care providers. · 

I r · ' 
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· In onser to estimate tne Insurance lmpac:t we estimatad two togi.Yflc 
ressicn models where the dvoendent van.bias W81"8 equ11I to one if: .at any 

8'antSIJ health aenl'lces were used and zero ol"6rwin or bt .ny spK'8tty mentat 
eafd\ services were uaad. The independent vartables In both regreaaians included: 
eom•. •&•. gonder,. rnerital aatus. race. educational amnnment, dtagnoses other 
en severe mental illness and the lnswance status. lr1$ursnce status was specified 
a dummy variable rhat take& a value of one if the mdlvictuat hBS no C"Ovecege '°' 

reatment of mental problems end zoro ~therwlsa. 

The regression results ara attacned to tl'lll rnamo. Nata that 1h9 lr16urance 
oetftctem tnGtclftel an Insurance lmpaeL Cuckla flRIOJ of 1 .64 in ittc regroaston for 

mer1bJJ neahh services and was estimatad to be 1.893 In ,,.,. reg. ession for 
atty services both are statfsdcfy stgnlflcant. Using the famiula above wa 

etcutated h impact of i'IWY'~e coverage. The 8Stim8tBs suggint tnai averan me 
fatfon ch8t is curTently uninsul"ect would use al mental nealth Cll"e at a rate or 
t , ., more th8n the cu"antly lnSLnd poputatton ((1.64 x 6.96'1ft) -

.76%J/18.76CJ&I. (Note thst they would use 64'6 more than lhev are currently 
~ng). Tha u'dmat11• for specialty Ae1or me suggest that the SJQpuletion th8l is 
~tty uninSU"ted would use eervice.s at a rate roughly 69'. 9'eeter than "111 

ntfy insured population fC1.993x3.66 .. ) - 6.96.,.J/(8.98%>. Thia 1'9fJlesellts 
Ion to a doubling of the rate of use of apec1alty services to the uninsure~. 

Tneae estimates suggest that the proi8Cli0n8 made by both the Tesk Foroe 
o1'dng Group and the HCFA Actuar1n were based an 889umptk>na that serlOtJSty 

e1urnate induced utiNntiDn among alt groups at unf'1Sllred lndlvlduals. 11 is 
riant 1D note Ulet tf'le uninsured include both imfrviduals with no mental 

rvblems .. 1hose w;r11 non-58¥8re d'IAH dwi • and U1DS8 with S8V9l'9 rrientat illneri!S8& 
e.g. sdlil"~• and m•nic dapr SIM illness). Rscefl for example that IN 
Ctuattes used estimatJ!s tl\at had the unlnluratt non-severety mentally HI ualng at a 
ta that was 33"' higher than d1tt insured population. 
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D ART.MENT OF HLUTH &. Rt7.MAN S.EllVICES blic; He" Ith Service 

-4-------··-····------------------+-----------

Date: December 20, 1993 

To: Kenneth Thorpe, Ph.D. 

etional ln&titU1es of Health 

atlonal Institute of Mental Health 
600 Fishers Lane 
ockvillc, Maryland 2085 7 

Deputy Assistant Secretary for Planning and Evatuat· n 
DHHS 

Dtrector, Division of Epidemiology and Serviees Rese rch, NIMH, NIH, 
PHS,OHHS 

Sen. Wellstone's request--Severe Mentally 111/uninsur 

In res onse Senator We11¥tUtttt"s request, W8 have provided an an lysis of existing 
cost stimates and newly compiled data to assist in your presen ion to the 
Sena staff. These analyses are contained in Appendix A. Appa ix B contains 
the jor conceptual issues which need to be addressed in res se to his 
infor ation requests. Appendix C contains a set of preliminary a umptions end 
cotcul tions which may be useful in estimating the cost of covera e for the 
unins red sev&re mentally ill under the Administration pJan. 

Thes data have been compiled by NIMH staff and we will be pie 
furth~r with you and Dr. Arons in refining this response for the C 
revie of these cost EMitimates. 

cc Dr. Arons 
Dr. Gaus 
Dr. Kirschstein 
Or. Goodwin 
Dr. leshner 
Dr. Norquist 
Dr. Rupp 

Sincerely, 

<J 
Darrel A. Regier, M.D., M.P H. 
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Aopeodjx A: Ernpjrjcpl Datg 

A. In he Mentel Health Workgroup report, costs for the 35 milliu unin$ured 
(t575 cepita) were alloceted from the Stete and local government VA, and other 
fader expenditures. This population was then divided into-two g oups--16% (5.6 
milli -$3,206/capita) considered at higher risk for mental health ervice uae from 
ECA d ta, and the remainder (29.4 million--$7ti/capita) conaidarod et lower risk. 
No ot r insurance category group was risk adjusted tn this man r although It 
was r cognized that the State and local expenditures provided ca ctrophic 
cover ga for au the other insured groups. 

15. tn esponse to the reQuest or tile senate comminee on Appro 1at10M, the 
Nalior · I Auvi~ury MtmtKI Health Councll prepared a report entitled •Health Care 
Refor for Americans wilh Sevvrt:1 Mental Illnesses.• This Februa . 1993 rePOrt 
focus s on the cost of insurance coverage of medical treatment ru severe mental 
illness commensurate with the coverage of other illnesses. It was slirnated that 
on on ual cost of t6.5 billion, reproaontin9 ebout 11 10% irl\irea:.e var currently 
total d~roct costs of mental health care- commensurate benefit for he adult and 
child SMI population can bo provided. If the additional cost of $6. billion is 
divided by the 250 million population, there would be a per capita ost increase of 
926 p•r person. It was also estimated that the economic benefit& f such 
cover 

1
ge will partially offset the cost of the commensurate benefit package. 

1. ccordinQ to a nationally representative sample, the distribu ion of the 5. 1 
illion SMI population (using the Senate Appropriations Co mlttee 

efinition) by insurance status is appru:itirm:1tely the followln 

riv ate 
edicaid and VA and 

ther fed gov. 
ninsured: 

Total.· 

Number of people 

3.3 million people 

1.0 million people 
0.8 million people 
5. f mlllion ,,.~ 

Sourc : Data derived from the National Comorbidity Survey, Unive sity of 
Mi~hiy 11, Runald Kessler-prtnc1pa11nvestigator. Tne propnrt1on ot nlnsured SMI is 
betw n 16-18% csn\J th~ proportion of the total population uninsu ed is 15.6%. 

2 
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2. Annually, $20 billion ore being spent on treating the severe! mentally Ill. 
The distribution of this $20 bilJion by payer source is the to owing: 

Annual Lrtn1tment cost 

Private health Ina. 
Medicaid, VA other 
fed.gov. 
State and local gov. 

Total: 

t 8.4 billiun 

$3.6 billion 
ta.o billion 
t20.0 billion 

Sourc : Data compiled by Dorothy Rice of the Univ. of Californ~ n Francisco. 
These data exclude nursing home costs. 

3. Community based programs: S_tates spend about SS billion the SMI 
nnuallv. About half of It Is soent on Inpatient care anti thA thAr hAlf i~ 
pent on olher 1.1royn1ms in<;ludlng case management servlc s and Program.4' 

n Assertive Communhy trealmtmt (PACT). 

veral states introduced targeted case management for hig mental htHtlth 
sers. According to a study on 1 targeted case managemen program fur the 
igh cost 6MI in NY State, the distribution of the people in e program 

(including adults and children) by payment source is the foll wing: 

Insurance 

Medicaid only 
Medicare only 
Medicare and Medicaid 
VA 
Privale insurcmce 
No insun:nltie 

Tott1l; 

Percentage of 
people 

59% 
8% 
10% 
2% 
3% 

18% 
100'16 

These dete elao indicate that the public system Hrves a prop0rtio of lhe 
unlnsu od in various ways. In this population, the cost/person/year is approximately 
$26,0 end the typical client is young, unemployed single male. reason for 
the int oduction of tho targeted oaoc managcmont ia to reduce tho high ennual 
utilizat on coats through case management. 

4. utpattent lITll1zati0n ot the SMI and the average mental he Ith user: 

Data om the ECA ltudy Indicate that there ic no clgniticant differ nee betwoon 

3 
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the 6 I and tna avarege mental health user population concerniou outp•tlent 
utlllza Ion (see Table 1.) About 24% of all people who had cont wfth the 
ment healttl system used 50 visits or more •n a given year. For t SMI 
pgpu tion lhe corraponding figure is 25%, only slightly higher. T ere is no reason 
to beli ve lhat tho:n~ who are currently uninsured will use more vi ·rs than the SMI 
in gen r•I, however from lheae d~ta wo do not know. 

Data om the NMES 1987 survey (See Table 3) mekes it possible tu compare the 
· SMI ith the non ·SMI population. These data indicate thet the SM use more visits 
then t e non-SMI population. A relatively small pr-oportion of the S I uses a tot of 
visits. It is possible that the SMl-uninsurod will chow the eama util zation pottorn: o 
relativ ly small proportion of the people will be high users. Their c ro can be 
mana ed as it will be described below. 

5. 1n-ltient uttli~ation: Data are available from the National Report g Program on 
inpet~nt day~ by oaymAnt Murr.A. (~AP. TRhlA ?J. Ar.r.nrtiino to the e data about 
60% lf the SMI people who cannot pay for their care have at leas 30 days 
ho1pit llzations which Is a lower percentage than for any other pa ment ~ourca. 
Their verage LOS Is also higher. This lndica1es th1:1t 11mung the m ntally Ill 
unins red a large proportion of people is being counted who art1 v ry sick, reQulre 
hospit lization&, and already treated by the public system. Tht!rt! i no reason to 
belie.., thet a large proportion of the SMI uninsured will need hos talizations. It is 
most I kely thet the most severely ill who need hospitalizations are already using 
tin: :it· te system. Howcvor, omplrlcol data to address this Issue a available from 
the N ional Co· morbidity Survoy of Ronald Kessler. We expect to have additional 
analvs s of SMI by insurance and sorvico use stotus in the next fe weeks. 

4. 
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TABT. .. F. l: INPATIF.1'"T CARF. 

LENGTH OF ~'TAY IN DAYS PER PERSON AT SOTH AND 901 H PERCENTILE OF 
CUMUIATIVE PERCENT OF PERSONS 

AMONG ADULTS WITH SEVERE MENTAL DISC tRDERS 

l'AYMil'l 
MECllANISM 

1'40ni 
P.AVMINT 

BY PAYMENT T\'PE, IN ONE YEAR 
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Appendix B 

tssues relating to Sep. We!!5wne'1 request; 

1 . Who are the uninsured Severely Mentally Ill 7 

The d finition of uninsured in the case of mental illness has to be Bridled with 
cauti given the large public sector in mental health. The role of he public sector 
in ta~s of financing ot care and provision of core ia twice aa ler as that in the 
goner I medical sector. Those who are uninsured aro·otigible for u ing state 
tina mental health urvicos. During the lact few years duo to udgetary 
constfints severHI states introduced new aligibitity criteria for uai g publk:ly 
rinanc mental health services and gave priority to the severely ntally ill 
unlns red to be e11g101e to use state Tinancea mental health servic s. 

A larur gruuortion of the severely mentally ill is actually not withn• t Any kind a 
menta health services, but tht=y 11re using state financed mental h alth services. 

The piblic :.ector providea isorvk;ea for people with various health nsurance 
covor ge and also provides servicea for the SMI uninsured. 

Who i served by the public sector who is considered uninsured S I? 

re about 72,000 people in forensic care and annually t1 bi ion is spent on 
their re. Ttlere is no reason to assume that health care reform in any way will 
have n impact on the cost of care of this population. 

Some eople who run out of private health carB cnvaraoe are also erved by state 
1:tQunc1e&. There Is no reason to boliove that the proportion of thes peopJe will 
increa+e. · 

Mentally ill people who are in jail are also get services frum the st e system. There 
is no r eson to believe that this subpopulation segment will increa e. 

2. an the cost of care for the uninsured SMI be managed? 

ary findings from a randomized targeted case management program from 
ia indicate that the introduction ·of case management for th high user 
ion (th@ top 6% of the poople concumo obout 60% of the t tal 

expe · ituresJ can control costs. After the introduction of case mn agement, the 
cost o S29.000/pRtient/year was reduced to 818,000/patient/yea, th:Jt ie a 40% 
\,;U~H .~~uctlon has been reanzeCI by reauc1ng tna utilization of hosp tal inpatient 
tare w'.ith epproAimoltslv 50% and reducing the use of skilled nursi g facilities alao 
with a out 50% (Cata are frum Teh-wel Hu.) 

5 
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Thee data indicate that thore are cost-containment mechanisms hieh are 
tiUCcts sful in reducing the cost of care for the severely mantaUy ill who are 
curre tly uninsured •mJ use public mental healtl'I services. 

The c ordination type ~se management costs about 30-80 cents capita while the 
more ntenslve clinical type case management costs aboul t3.&0 . $7.16 per 
capita. 

Mana ed care ;n private inaurance became the kay cost-containm nt mechanism 
tor ntal health care. Individual studie1 indicate varioua ~vols of oat reduction 
ranoi trom 4.5"9 to 30~ per yaar. On t~o avaraga the coet red ction can be 
expec ed to be between 14-22% annually In the private seC1:or. waver, the 
servlc of managed care companies is not restricted to private ins ranee 
\;Ulll'°' 111~ ur 1trnµJoyers. Several states, e.g.(state 01 Massacnuse s) under 
budge:tary pressures have cuntr1cted managed care companies tn duce the 
menta health cost of their SMI MtJdicatld and also non-Medicaid p pulation. Jn 
Mass. the goal of the managed care program is not unty to reduce costs but also to 
impro e outcome for the SMI population. In the State or Nurth Ca Una the 
mane ed care c;ompany only maneges tho core uf hiyh cost 1ever y emotionally 
distur ed children (according to some information sources). 

There is no reason to believe that cost-containment mochonisms e e not in place in 
public programs or cannot be appJied to the non-insured SMI who ~e currently not 
utilizi any kind nf services. 

3. How does the cosT nf the Administration's plan differ from t e above 
escribed previous estJmates concerning the uninsured SMl7 

Please see ApµvmJix C. Assumptions and Calculations for estimat g costs tor the 
SMI u insured under the Administration Pliin. 

6 
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Appondix c 

Co&\s for th11 SMI uninsured under the Administration Plan 

The I gic of these calculationa ia the following: 

Assu~-ption I: 
None ~f the .8 million uninsured SMI use any servtces currently. If the 
cnmmensurate plan tmore generous than current propo.cals) la intr ducod for them 

I 

and tr Y start to use services. the annual cost will be about S7,4 2/year/person 
(data sed tn the Appropriations Committee repnrt). The total ann I cost will be .8 
milliu1 X t7,402 =to bllllun. 

Aasuf Ption II: 

Assuming that only 80% will use any kind of services regardless f benefit~ {e.g. 
the hlmelaae mentally ill end aomo othor &ubpopuletiona ere not llling to u&e any 
kind o

1 

mental health &ervices), then the total cost will be 
O.BX,6 billion =4.8 billion. 

Assurn~ption 111.: . 

Accor Ing to Dorothy Rice, approximately half ot the $8 bilUon is pent on 
lnpatl nt care and the other hcuf is on community care. Therefore 4.8 billion will 
be div ded and we a~::Jun~ that 2.4 blllion wlll be spent on lnpatie t and $2.4 
billion on outpatient care. In the CHlcuh:1tions to follow we Wiii see urther 
reduc ions both in the inpatient and outp~tisnt care costs. 

· Assu ption IV. 

The c~mmensurate covorago assumed no limits on inpatient care, he current 
propoaal includAs only 30 days. Thorofore, the .$2.4 bill~n has to e reduced by 
appro imately 40% since approximately 40% of the people will ha e longer then 
30 da s LOS. (See tabla 2). Therefore the $2.4 billion inpationt c sts will be 
rAauc d by S.9 billion to 81 .6 billion. (The $.9 billion will have to e pickod up by 
the St te mental health agency.) 

A~ fore& oulpdtltnit ~an:: 111 t;uuc.;~rrMJ the fCA data ff&Dle 1) inai ate tnat !J~.b%, 
rough! 50% of the SMI has more than 30 visibi. In current propa als only 30 
visits re allowed. Therefore, the outpatient costs of $2.4 billion ill be reduced by 

7 
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abuut 50% to $1.2 bllllon. (Again. If current lovals ot outpetient 
es ps chotherapy, the t1.2 bflfkm would have to be picked up by 
healt agency. If some part of thia out~titmt use Is medication 

y ba some tr&nater of this component to the health ph:m.) 

e are supported, 
ha state mental 
nagemant, 

it is calculated that Health Plans will spond t 1.5 billion on I patient care and 
a 1 . 2 Ill inn tor outpatient care for the uninsured SMI, a total of t . 7 billion. 
Furt r, If we assume that half of the need of the non-insured SM is being ser~ed 
bY th DUblic mental health system currently. (or half of tho peop in nood are 
being 11rved), then the $2.7 billion total can be reduced by 50% t a total of $1.4 
biJlion Th11t is approxlmately $1 .4 billion would be spent by the H Ith Plana on 
the u in~urod SMI, cauu lltt1 \;U~L utsr capita wlll De $1.4 Dillion/1 I million 
adults ... $7.B per capita premium co~t~. This much addltional cost r.sin be 
e:icpec ed once the currently uninsured SMI obtain Insurance under t_he new 
systc . 

8 
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MENTAL HEAL TH I SUBSTANCE ABUSE ESTIMATES 

Establishing the Baseline 

A. Baseline Data 

The baseline for the estimates was derived from the Rice et al. ( 1990) 1 estimates of the costs 
of alcohol, drug abuse, and mental (ADM) disorders. These estimates are based on utilization and 
expenditure data and as such exclude administrative costs. Using the estimates prepared by Rice 
et al which update the 1985 estimates of direct costs to 1990, the following components were 
subtracted: 

o Research/Support Costs 
o Nursing Home Costs · 90% (which are those accounted for by people 65 years 

and older) 
o ADM costs that stem from comorbid physical conditions (e.g., a portion of liver 

transplant can be linked to alcohol abuse). This amounted to $4.3 billion. 
o Prevention and data development set asides in the federal ADM Block grant. 

These deductions were $20.9 million for mental health and $225.6 million for 
substance abuse.2 

The allocation between alcohol and drug abuse was made according to the distributions reported 
in the Rice et al study. Costs associated with forensic hospital care in state mental hospitals. 
were also deducted from the state mental health system expenditures. This amounted to $0. 7 
billion in 1990.3 

1Rice D.P. et al, "The Economic Costs of Alcohol and Drug Abuse and Mental Illness 1985," 
Final Report ADAMHA Contract Number 283-87-0007 1990. Rice et al have updated the 1985 
estimates to 1990. 

2 These totals were the 1990 actual allocations under the Block grant. 

3 These data were obtained from the National Association of State Mental Health 
Program Directors. 
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This yielded an estimate of $54 billion in 1990 for total ADM costs. A reconciliation with 
National Health Accounts yielded a similar estimate of approximately $54 billion dollars in direct 
costs. IT able 11 

Total expenditures were then divided among sources of payment. Table 2 summarizes the 
distribution of baseline costs by payer source. Privat1! insurance expenses consists of total 
spending from private sources estimated by Rice including out-of -pocket payments and 
philanthropy. Some adjustment was made to the private insurance expenses reported by Rice 
et al based on more recent data provided to SAMHSA from the Department of Defense.4 

Medicaid dollars were based on the high estimate of the range identified by Wright and Buck5 

trended forward to 1990 dollars. The high end was chosen because since 1984 the advent of 
disproportionate share rules has increased Medicaid payments associated with ADM disorders. 
The Medicaid total was estimated at $9.5 billion in 1990. Th~ Medicaid dollars were allocated 
to Alcohol, Drug Abuse and Mental Health according to the aggregate proportions found by Rice 
et al. State and local data are based on data from the Center for Mental Health Services 
ICMHSI Inventory and National Drug and Alcohol Treatment Utilization Survey INDATUS). Using 
data from the CMHS Inventory and NDATUS $2.2 billion was allocated to Medicare. The 
Veterans Administration share was based on 1990 data from the CMHS' Inventory data and from 
data on sub~tance abuse care from the VA. An "other" federal category is defined as a residual 
of federal funds. 

8. Population Groups 

The total population in 1990 was 248. 7 million. 

o 22.1 million Medicaid eligibles in 1990 ICBO calculations 1993) 

o 31.2 million people 65 years and older !Census of Population). 

4 These data were reported in a memorandum dated April 16, 1993. lcopy attached) 

5 Wright G.E., and Buck J.A.,"Medicaid Support of Alcohol, Drug Abuse and Mental 
Health Services" Health Care Financing Review 13 11) 117 -128 1991 
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o 35 million uninsured persons, 16% of whom lor 5.6 million) had a serious mental 
problem.6.7 

o 160.4 million privately insured population constitutes the remainder 

The estimates discussed in this paper focus on three population groups: the privately insured, 
the uninsured, and a high user population currently served through the public mental health and 
substance abuse sectors populations. The population figures were used as follows to weight the 
three components of an estimated premium: 

0 

0 

0 

Insured 
Uninsured 
High Users 

C. Baseline Per Capita Estimates 

82.0% 
15.1 % 
2.9% 

The population groups defined above were used to develop baseline per capita costs for each 
group. For the privately insured we divided the expenditures estimated from Rice by the size 
of that group. Costs from the VA, state and local governments and other federal costs were 
allocated to the uninsured and high users.8 

6 Norquist G., and Wells K., "Mental Health Needs of the Uninsured" Archives of General 
Psychiatry 48: 476 1991 

7 This number is consistent with data from the National Comorbidity survey which 
reports that approximately 23% of those without insurance report any mental disorder. These 
data were obtained via personal correspondence with Ron Kessler and are available in a draft 
manuscript by Kessler et al. 

8 This allocation procedure represents a substantial simplification of the complex 
relationships between insurance coverage and the use of public programs. 
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D. Estimating Premium for Privately Insured 

The above set of calculations yields a privately insured per capita estimate of $138. This figure 
is then further adfusted by $12 to remove estimated cost of philanthropy 9

, yielding a 
starting baseline insured premium of $126. 

Starting with the $1 26 baseline estimate, the following was done: 

$126 * 0.96 * 1.51*0.67*1.135 10 = $138.90 insured 

o 0.96 to remove 4% of the costs that are associated with 
prescription drugs. The prescription drug costs were included in 
the estimates of the drug portion of the benefit package 

o 1 . 51 aging data to get 1 994 number 

o 0.67 to remove 33% effective coinsurance rate. 11 

o 1 . 1 35 load for administrative costs 

9Mental health philanthropy calculation - Data from the 1992 I 1993 "Dimensions of the 
Independent Sector" reports $1.86 billion in 1988 for public support !gifts, grants, and 
contributions) to mental health. The report also indicates that in the health area private 
philanthropy is approximately 62% of public support. Taking 62% of $1.86 billion yielded $1.15 
billion in 1988 dollars; aging the data to 1994 dollars yields $12 per capita for philanthropy. 
Subsequent to the estimating process it was realized that a 1990 estimate rather than a 1994 
estimate should have been used, since the $138 per capita is for 1990. 

10 For purposes of these estimates the earlier adopted administrative load of 13.5% was 
used. This will be adjusted to 15% during the re-estimating process. 

11 The 33 % effective coinsurance is derived based on the following factors: 11) the inpatient 
coinsurance rate is 0.26 because 6 - 7% of inpatient days are for first days which have a 
deductible, and the coinsurance rate for the remaining days is 20%; 12) The effective 
coinsurance rate for outpatient services is 0.47, which is derived because 90% of outpatient 
visits are for psychotherapy which has a 50% coinsurance, and 10% of outpatient visits are for 
medication monitoring. The inpatient and outpatient coinsurance figures are then weighted based 
on the distribution of costs: 0.65 for inpatient and 0.35 for outpatient I0.65 * 0.26 + 0.35 
* 0.47) yielding a 33% effective coinsurance rate overall. 
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E. Estimating Premium for the Uninsured 

For purposes of estimating the costs associated with the 35 million uninsured 
population, the group was divided into the seriously ill/high user category-( 16%) 
and the remaining uninsured. Epidemiological data (Norquist) suggest that 33 % 
more uninsured than insured have serious psychiatric disorders (roughly 16% 
of the uninsured have a serious mental illness while about 1 2 % of the insured 
have a serious disorder). 12 To explain Norquist's results it was assumed that 
the mental morbidity curve of the insured would have to be shifted rightward 
for the uninsured population to give a 33 % higher morbidity at the tail; that is 
utilization for the entire uninsured population, and not just the high users, was 
assumed to be higher. 

The uninsured premium estimate was calculated by adjusting the insured 
premium number by 33 % : 

$138.90 * 1 .33 = $184. 73 uninsured 

F. Estimating the Baseline for the High User Premium 

For purposes of estimating a high user premium, the baseline starting point used 
was current public sector spending which is discussed in A. above. Specifically 
the state and local spending ( $1 5. 9 billion) 2nd the Federal sources spending 
( $4. 2 billion) were used for an estimated total public sector spending of $20.1 
billion in 1990. For purposes of these calculations Medicare and Medicaid 
sources were excluded. 

Public sector spending was divided into inpatient and community based care. 

12Norquist G., and Wells K., "Mental Health Needs of the Uninsured," Archives of General 
Psychiatry, 48: 4 7 6, 1991. 
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Inpatient 

Mental Health U.S. 1992 reports that 58% of state funds are for state mental 
hospitals. Using the $20. 1 base gives a figure of $11 .66 billion for inpatient 
care. Calculation of the portion of the public sector dollars for inpatient care 
that should be excluded from the premium was done as follows: 

o National Association of State Mental Health Directors (NASMHD) 
March 1 5, 1993 memorandum indicates that 21 .4% of state 
inpatient expenditures are for 60 or fewer days. (copy attached) 

o 11 .66 x . 786 = $9.2 billion should be excluded for stays over 60 
days 

Community-based services 

Community based care is estimated to account for $8.44 billion in costs. The 
estimate assumed that 30% of the community-based resources would need to 
be excluded from the premium estimate. The following information contributed 
to this assumption: 

Ohio reported that 1 2 % of community based expenditures were for 
Forensic related care which will remain with the public sector (e.g., 
halfway houses, counseling, residential). 

Ohio reports 7% administrative costs 

NASMHD data report 7% of dollars are associated with case 
management. The State of Ohio reports 4% associated with 
rehabilitation and 1 2 % with case management. This is similar to 
the Medicaid experience of 9 % for these two types of services. 

Partial hospitalization ( 1 20 days) and residential treatment (30/60) 
services both have limits, with the assumption being that public 
sector resources will continue to fund services beyond the limits. 
NASMHD reports that 12% of expenditures are associated with 
partial and 17% with residential. Mental Health U.S. reports the 
median days of stay in partial care as 115, with individuals with 
schizophrenia having a median of 1 53 and accounting for 32 % of 
admissions to partial programs. 
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Assuming a total of 30% for non-covered community-based services and 
activities: 

$8.44 B (community based care) x .30 $ 2.58 to be excluded 

Combining the inpatient and community-based services exclusions yielded the 
following estimate: 

$2.5 + 9.2 = $11.7 to be excluded or 58% of public spending 

Erring on the conservative side a 55 % figure for portion of public dollars to be 
excluded was picked. 

Portion of Public Funds Devoted to High Users 

Diagnostic data from U.S. Mental Health 1992 indicates that 80% of inpatient 
admissions to state and county mental hospitals are for serious mental 
disorders. However, use of an 80% factor would yield a dollar allocation to the 
uninsured population that would be counter intuitive (i.e., spending that is 
higher than when covered by insurance). While high users constitute only 80% 
of public sector users, they likely constitute much more than 80% of public 
spending. Thus, 90% of public sector resources were assumed to be 
associated with high users. 

Calculation of High User Premium 

The calculation of the high user premium was as follows: 

$20, 100 * 0.9 * 0.96 * 1 .45 * I 5.6 = 4496.66 
4496.66 * 1.51 * 1.135 * 0.45 * 0.67 = $2,323.54 high user 

o 20, 100 total public sector spending, excluding Medicare and 
Medicaid 

o 0.9 assume 90% goes to high users 

o 0.96 excluding 4% for drugs 

o;cor- .. 
---
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o 1 .45 assume 45 % increase as a result of plan 13 

o 5. 6 million uninsured are seriously ill 

o 1 . 51 aging data to get 1 994 number 

o 1 . 1 35 loading by 13.5 % for administrative cost 14 

o 0.45 since 55% of public spending estimated to be excluded under 
plan 

o 0.67 to remove 33% effective coinsurance rate 

G. Philanthropy 

It was assumed that health reform would reduce philanthropy by half. It was 
also assumed that philanthropy would increase by 5 % annually so in 1994 the 
$6 would grow to $7.29. However, the rate of growth for services is more 
than twice that of philanthropy. Thus, it would take $18.12 in 1994 to cover 
the same amount of services covered by the $1 2 of philanthropy in 1990. The 
difference of $10.83 per currently insured (or $8.88 per enrollee) would need 
to be made up by the plan. Loading by 13.5% and removing 33% coinsurance 
gives: 

8.88 * 1.135 * 0.67 = $6.75 

13The 45% is based on the assumption that with health reform the cost of the covered 
services which the public sector will provide would increase to roughly the average of the top 
10 states. Since the cost will no longer be limited by the local tax base but would have the 
entire nation to draw from, poorer states would be able to increase their spending on services 
covered under health reform. This would result in a 60% increase in national per capita state 
and local spending. This figure was discounted to 45% to take into account geographical 
variations other than higher utilization that might partially explain the top 10 states higher 
mental health spending. 

14For purposes of these estimates the earlier adopted administrative load of 13.5% was 
used. This will be adjusted to 15% during the re-estimating process. 
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H. Calculation of Overall Premium 

The various population group premiums are then weighted and combined with 
the philanthropy calculation to yield a total premium estimate: 

Population Group Premium Weights Weighted Premium 

Insured 138.90 82.0% 113.90 

Uninsured 184.73 15.1 % 27.89 

High User 2323.54 2.9% 67.38 

Subtotal 209.17 

Philanthropy 6.75 100.0% 6.75 

TOTAL: $215.92 

Estimated change when moving from 30 to 60 day benefit is $50. We used 
50% of this difference for the estimate assuming aggressive utilization review. 

$215.92 + $25 = $240.92 rounding to $241 percapita 15 

The methodology we are using for the estimates under the Health Security Act 
risk rates premiums by health insurance policy type. Under this approach there 
is a difference between per capita costs across the nation, and the costs for 
risk pools within different types of insurance policies. 

In order to move to an estimated premium, we pooled singles and couples with 
no children and calculated a per person premium based on the characteristics 
of individuals in this risk pool. Single parent families define their own risk pool, 
as do dual parent families. Under this methodology, a single policy is estimated 
to have $285 in mental health and substance abuse costs, a couples policy 

15 Approximately 20% of per capita is for substance abuse. 
120% of $241 = $48, or approximately $50). 
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$570, a single parent policy $567, and a dual parent policy is estimated to 
include $636 for those same benefits. In the context of the overall premium 
estimates, mental health and substance abuse accounts for approximately 1 5 % 
of the total premium. 



TABLE 1: NATIONAL HEALTH ACCOUNTS 
DIRECT COST OF ADM DISORDERS 
UPDATED TO 1990 (IN MILLION$) (5110193 rev.) 

ALCOHOL DRUG MENTAL TOTAL 
ABUSE ABUSE ILLNESS 

TOT AL DIRECT COST $10,142 $3' 156 $64,201 $77,499* 

ADM ORGANIZATIONS $ 3,656 $1 ,291 $19,516 $24,463 

SHORT STAY HOSPITAL $ 4,032 $1,424 $_10,593 $16,049 

OFFICE BASED 
PHYSICIANS $ 240 $ 88 $ 3,655 $ 3,983 

OTHER PROFESSIONAL 
SERVICES $ 329 $ 32 $ 6,599 $ 6,960 

NURSING HOMES $ 1,095 $16,478 $17 ,573** 

DRUGS $2,191 $2,191 

SUPPORT COST $ 790 $ 321 $ 5, 169 $ 6,280** 

•Excludes $4_3 billion direct cost for treatment of co-morbid physical disorders. 

11 

**Excluding 90 percent of nursing home costs for those 65 + years. Research/Suppon Costs, $0.7 billion for continu"d State Foresnic Psychiatric Servic<!s. and $0.4 hi Ilion for prev<!ntion •nd dHtH 

collection ponions of the SAf\'IHSA block grant (25 percent). leaves a total base of $54.3 billion Direct Treatment Costs for 1\-lent•I Health •nd Addictiv" Disorders ( 1990). 
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TABLE 2 
AGGREGATE DISTRIBUTION OF BASELINE FUNDS FOR SUPPORTING 

THE COMPREHENSIVE MENTAL HEALTH AND 
SUBSTANCE ABUSE BENEFIT 

(IN BILLIONS) 

1990 1994 

Private Insurance $22.2 $28.0 

Medicaid $ 9.5 $12.0 , , 

Federal $ 5.3 $ 6.7 

State $ 4.2 $ 5.3 

Federal Sources $ 4.2 $ 5.3 

VA $ 2.3 $ 2.9 

Block Grant $ 1.0 $ 1. 2 

Other $ 1. 0 $ 1. 3 

Medicare (excluded) $ 2.2 $ 2.8 

State and Local $15.9 $20.1 

State $13.0 $16.5 

Local $ 2.9 $ 3.6 

Total $54.0 $68.2 



CATEGORY 
PRIV HI 
MEDICAID 
ST & LCL 
VA 
MIS CELL 
MEDICARE 
TOTAL 

APRIL 16, 1993 
SUGGESTED CORRECTIONS TO SUBSTANCE ABUSE (S.A.) 

EXPENDITURE DATA FROM MODEL 
the following data were presented: 

HOSPITALS S.A. TREATMEKT ALL OTHER 
ORGANIZATIONS PROVIDERS TOTALS 

$MIL ~ 
0 $MIL % $MIL % $MIL ~ 

0 

$1,632 37.1% $1,113 22.5% $301 43.7% $ 3,047 30.4% 
$ 814 18.5% $ 411 8.3% $139 20.2% $ 1,364 13.6% 
$ 977 22.2% $3,037 61. 4% $151 21.8% $ 4,165 41.5% 
$ 35 0.8% $ 20 0.4% $ 0 0.0% $ 55 0.5% 
$ 330 7.5% $ 317 6.4% $ 75 10.9% $ 722 7.2% 
$ 612 13.9% $ 49 1. 0% $ 23 3.4% $ 684 6.8% 
$4,400 100.0% $4,947 100.0% $689 100.0% $10,036 100.0% 

The corrected data should be: 

HOSPITALS S.A. TREATMENT ALL OTHER 
ORGANIZATIONS PROVIDERS TOTALS 

CATEGORY $MIL % $MIL % $MIL ~ 
0 $MIL % 

PRIV HI $1,976 36.2% $1,113 22.5% $301 43.7% $ 3,390 30.6% 
MEDICAID $ 814 14.9% $ 411 8.3% $139 20.2% $ 1,364 12.3% 
ST & LCL $ 975 17.9% $3,037 61.4% $151 21.8% $ 4,163 37.5% 
VA $ 751 13.7% $ 20 0.4% $ 0 0.0% $ 771 6.9% 
MIS CELL $ 330 6.1% $ 317 6.4% $ 75 10.9% $ 722 6.5% 
MEDICARE $ 610 11.2% $ 49 1. 0% $ 23 3.4% $ 683 6.2% 
TOTAL $5,456 100.0% $4,947 100.0% $689 100.0% $11,092 100.0% 

Documentation: 

13 

1. PRIV HI/HOSPITALS includes $344 million for inpatient treatment of 
substance abuse of military personnel in military hospitals (this was 
not captured in the NCHS National Hospital Discharge Survey); source -
the Department of Defense (Health Affairs). 

2. The VA/HOSPITALS has been corrected (this was not captured in the NCHS 
National Hospital Discharge Survey; the dollar amount is for the 
substance abuse treatment only in VA hospitals); source the Veterans 
Affairs (Mental Health) . 

3. CMHS, has said that there should be almost no overlap in dollar amounts 
between its data source inventory and the DoD and the VA. 
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MENTAL HEAL TH I SUBSTANCE ABUSE ESTIMATES 

Establishing the Baseline 

A. Baseline Data 

The baseline for the estimates was derived from the Rice et al. 11990) 1 estimates of the costs 
of alcohol, drug abuse, and mental !ADM) disorders. These estimates are based on utilization and 
expenditure data and as such exclude administrative costs. Using the estimates prepared by Rice 
et al which update the 1985 estimates of dirnct costs to 1990, the following components were 
subtracted: '· 

o Research/Support Costs 
o Nursing Home Costs - 90% !which are those accounted for by people 65 years 

and older) 
o ADM costs that stem from comorbid physical conditions (e.g., a portion of liver 

transplant can be linked to alcohol abuse). This amounted to $4.3 billion. 
o Prevention and data development set asides in the federal ADM Block grant. 

These deductions were $20.9 million for mental health and $225.6 million for 
substance abuse! 

The allocation between alcohol and drug abuse was made according to the distributions reported 
in the Rice et al study. Costs associated with forensic hospital care in state mental hospitals 
were also deducted from the state mental health system expenditures. This amounted to $0. 7 
billion in 1990.3 

1Rice D.P. et al, "The Economic Costs of Alcohol and Drug Abuse and Mental Illness 1985," 
Final Report ADAMHA Contract Number 283-87-0007 1990. Rice et al have updated the 1985 
estimates to 1990. 

2 These totals were the 1990 actual allocations under the Block grant. 

3 These data were obtained from the National Association of State Mental Health 
Program Directors. 


