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In the current geopolitical environment, in which funding has dramatically diminished for 

many social service programs, policymakers and social workers have a significant 

challenge to advocate for social welfare policies, interventions, and treatments that are 

both cost effective and have the best outcomes. In order to advocate effectively, it is 

crucial to understand the components that contribute to the cost of mental illness. 

Information regarding these costs, although they greatly affect policies and public mental 

health, are not readily represented in the social sciences. The objective of this dissertation 

is to describe methodological approaches, identify concepts within mental health 

economics, and address constructs in an attempt to introduce them to the social work 

field. This dissertation sought to explore and contribute new information to the literature 

on the direct and indirect economic cost of mental illness and the implications for the 

field of social work.  It will consist of three publishable quality articles that examine 

issues associated with the economic cost of mental illness. A conceptual paper examining 

various elements that contextualize the range of economic costs is first utilized. It 

identifies, defines, and describes the economic cost of mental illness, discusses the 

history and factors that influence this cost, examine the current state of research including 

theories and methodological approaches and limitations. Next, an analysis on the range of 

information technology surrounding mental health and related economic cost is 
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presented. This dissertation article will identify, describe and analyze database sets 

utilized in economic evaluation. There are four database sets that are the focus of this 

article. This article will compare, contrast, and critique the datasets on their various 

components; applicability; and reliability in terms of the usage for economic valuation for 

planning and evaluation within social work research. Finally, a quantitative study is 

undertaken that examines how the economy can influence how patients with mental 

episodes are handled. This study aimed to examine the relationship between State Mental 

Health Agency expenditures and revenues and its impact on three types of psychiatric 

admissions: Voluntarily Admitted, Involuntarily Civilly Committed, and Involuntarily 

Criminally Committed. 
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CHAPTER 1: INTRODUCTION 

PROBLEM STATEMENT 

Mental illness is one of the leading causes of mortality and morbidity, not only in 

the US, but worldwide (Parks, Svendsen, Singer, & Foti, 2006). Parks et al. (2006) found 

that persons with severe mental illnesses tend to die of preventable conditions 25 years 

earlier than persons without such diagnoses. Kessler (Kessler et al., 2005) and Wang 

(Wang et al., 2005) conclude that close to 25% of the U. S. population will experience a 

mental disorder over their lifetime. The sizeable number of people affected by mental 

illness in the American population has profound socio-economic implications for quality 

of life, health care systems, and economic cost to society. 

Mental illness disturbs mood, thought or functioning, which hinders a person 

from leading a fulfilling or productive life (Surgeon General Report, 1999). It tends to 

obstruct a person’s ability to study, work, and to make decisions about educational, 

employment, housing or other social choices (WHO, 2003). As a consequence, mental 

health disturbances not only impact the individuals who have them, but result in an added 

burden to their families (Ohaeri, 2003) and increased economic costs to society at large 

(Fein, 1958; Frank & Glied, 2006; Rice & Miller, 1996; Stoudemire, Frank, & 

Hedemark, 1986), and demands on the health care systems that seek to provide a range of 

health and welfare services (Reynolds, Chesney, & Capobianco, 2006). Given the finite 

resources available to meet all possible societal needs and the high demand for mental 

health care, decisions have to be made regarding the allocation of these scarce resources 



 2 

to provide the greatest benefit for overall society. In addition, there is pressure from 

communities and society to use resources efficiently and effectively.   

The problem that is the focus of this dissertation is to identify, describe, and 

contextualize the range of economic costs of mental illness in the United States. Prigoff 

(2000) indicates that information regarding these costs, although they greatly affect 

policies and public mental health, are not readily represented in the social sciences. 

Therefore, there is a vast need to equip social scientists to fully understand these trends in 

the cost of mental illnesses which may help determine better and more economical 

mental health outcomes.  

B.  Epidemiology of Mental Illness 

Scope of Mental Illness Globally 

This section will provide an overview of the scope of the impact of mental 

disorders from a global view and demonstrate the vastness of these diseases. Also, it will 

show that mental illness is not isolated to one particular segment of the population, but 

effects many people of diverse countries, cultures, and ethnicities. In addition, there is 

also the burden and economic cost which is not a regional problem, but rather a global 

one. 

In 2003, the World Health Organization (WHO) estimated that throughout the 

world, about 450 million people report a mental or behavior disorder (World Health 

Organization, 2003).  Broken down by disorders, WHO (2003) reports that 154 million 

people, globally, suffer with depression and 25 million people from schizophrenia; in 

addition, substance abuse disorders include alcohol use disorders and drug use disorders, 
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91 million and 15 million respectively.  Also in 2003, WHO estimated that 

approximately, 50 million people have been diagnosed with epilepsy and 24 million with 

Alzheimer and other dementias (WHO, 2003). A recently published WHO (2009) report 

shows that worldwide, approximately 1 million people die by suicide every year.  The 

World Health Report (2001) states that in terms of living with a disability, four of the six 

leading causes are due to disorders such as depression, alcohol-use disorders, 

schizophrenia and bipolar disorder. When measured in different regions of the world, 

they report that in the Americas and Europe, 43% of the disabilities consist of 

neuropsychiatric disorders, whereas in Africa it only accounts for 18% (See Table 1).  

Table 1: Percentage of disabilities from Neuropsychiatric disorders by regions in the 

World. (Adapted from World Health Report (2001)) 

Regions of the World % of disabilities from Neuropsychiatric 

disorders 

Africa 18 % 

Americas 43% 

Eastern Mediterranean 27% 

Europe 43% 

South-East Asia 27% 

Western Pacific 31% 

 

Globally, one in four families has at least one member with a mental disorder and 

the responsibility of caring for them is usually placed on family members (WHO, 2010). 

Although quantifying the economic, physical, and emotional burden on the caregiver and 

family is challenging, there is a significant impact on the family’s quality of life and the 

society in the countries at large (WHO, 2003). However, WHO (2010) estimated that less 

than 1% of total health expenditures is allocated to mental health in many middle and 
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low-income countries.  As a result, understanding the economic cost of mental illness is 

necessary to meet the global need for efficient and effective treatment programs, policies 

and medications to manage this worldwide problem. 

Scope of Mental Illness in the United States 

In the United States, approximately, 26.2% of the adult population (18 and older) 

suffers from a diagnosable mental illness in any given year (Kessler & et al., 2005).  

Based on the 2004 U.S. Census of residential population (United States Census Bureau, 

2005; Surgeon General Report, 1999), approximately 57.7 million people cope with  

mental illness.  Broken down by disorders, 16.4% have anxiety disorders, 7% have mood 

disorders, 6.5% have depression, and 1.3% have schizophrenia (Kessler & Wang, 2008).   

In terms of US demographics, studies have shown there are disparities across 

gender as it relates to mental illness. Kessler et al. (2005) report 26% of men suffer from 

substance abuse disorders as compared to 14% of women. Furthermore, whereas 36% of 

women report a diagnosis of anxiety disorders, only 25% of men suffer from them.  For 

schizophrenia, however, prevalence rates seem to be equally distributed at approximately 

1% (Kessler et al., 2005).  

Researchers have also found differences across race and ethnicity as reported in 

studies utilizing one of three nationally representative collaborative psychiatric 

epidemiology surveys, such as the National Comorbidity Survey Replication (NCS-R), 

the National Survey of American Life (NSAL), and the National Latino and Asian 

American Study (NLAAS), which provides data on the distributions, correlates, and risk 

factors of mental disorders among the general population, with special emphasis on 
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minority groups (ICPSR, 2010).  For instance, Miranda et al., (2008) concluded that 

Caucasians have a higher prevalence rate of mental disorders than Hispanic Americans 

(with the exception of those from Puerto Rico), African Americans, and Asian Americans 

(Miranda, McGuire, Williams, & Wang, 2008). However, mental illness is more likely to 

be chronic and persistent for racial minorities compared to Caucasians (Williams et al., 

2007; Breslau et al., 2006). Snowden (2001) indicates that these differences may be 

related to help-seeking behaviors that may reflect characteristic coping styles and stigma, 

as well as a lack of resources. Furthermore Cheung and Snowden (1990) conclude mental 

health disparities also may be stemming not only from cultural incongruity but also 

financing of care. Wang et al (2002) determined that public policies and cost-effective 

interventions are needed to improve both access to treatment and quality of treatment to 

reduce mental health disparities among ethnicities. In order to address the issues of cost-

effective interventions (Wang et al., 2002) and financing of care (Cheung and Snowden, 

1990) understanding the economic cost of mental illness is important. 

There is a correlation between mental health and socioeconomic status. According 

to the National Center for Health Statistics (2007), in 2006, adults living below the 

poverty level are four times more likely to have a mental illness compared to adults over 

twice the poverty level. The lower the socioeconomic status of an individual the higher is 

his or her risk of mental illness (Hudson, 2005). As those studies show, mental illness 

impacts socioeconomic status and places a burden on families and communities. 

However, understanding how this burden is translated into cost can support policies to 

develop employment and job programs to help alleviate poverty. 
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The burden of mental illness has been the impetus for concerns about rises in 

health care expenditures which in turn sparked a need for economic cost analysis of 

mental health care and policies (Singh, Hawthorne, & Vos, 2001). The need for more 

knowledge and understanding about what drives the economic cost of mental illness has 

long been established (Shah & Jenkins, 2000).  The first to raise attention to these 

concerns was Rashi Fein (1958) in his seminal work “The Economic Cost of Mental 

Illness” where he performed the first comprehensive analyses estimating the annual 

economic costs of mental illness. Fein (1958) estimated the cost to be approximately $2.3 

billion dollars. Fein (1958) developed a framework for quantifying both the direct costs 

of treating mental illness and indirect costs in which subsequent national studies applied 

and developed this framework (McGuire et al., 2002). For example, other major studies 

include, Levine and Levine (1971) who estimated the cost to be $25.2 billion, where 

Cruze et al., (1981) calculated it as $40.3 billion. A final major study by Harwood et al., 

(1984) indicated the annual economic cost of mental illness as $ 54.2 billion. However, 

there is a paucity of research to date that examines this question. 

 In the current geopolitical environment, in which funding has dramatically 

diminished for many social service programs, policymakers and social workers have a 

significant challenge to advocate for social welfare policies, interventions, and treatments 

that are both cost effective and have the best outcomes. In order to advocate effectively, it 

is crucial to understand the components that contribute to the cost of mental illness. The 

purpose of this dissertation is to identify, define, and describe the economic cost of 

mental illness, discuss the history and factors that influence this cost, examine the current 
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state of research including theories and methodological approaches and limitations. 

Directions for future research with the socioeconomics of mental health are discussed.  

REVIEW OF THE LITERATURE OF THE ECONOMIC COST OF MENTAL ILLNESS 

 To manage the extensive literature reviewed, I have organized or grouped it into 

five methodological approaches used to determine and evaluate mental health costs: cost-

minimization analysis; cost-benefit analysis; cost-effectiveness analysis; cost-unit 

analysis; and cost-of-illness studies. I also integrate literature that covers the estimated 

cost of mental illness in various countries and the burden of a few select mental disorders. 

This literature review shows examples of how these methodologies are utilized to 

calculate different aspects of the economic cost of mental illness. I pay specific attention 

to how the perspective of the study, the terminology, and technique utilized has an impact 

on these five cost evaluation approaches. 

Cost-minimization studies 

  The literature review did not find a significant number of studies utilizing this 

method to calculate the economics of mental health suggesting it is rarely used in this 

field. This may be due to the limited information cost minimization analysis (CMA) 

provides, which is the main limitation of this method. Decision-makers prefer analyses 

that are broader in scope and can address more questions regarding the economic cost of 

mental illness (Kind, Lafata, Matuszewski, & Raisch, 2009). This scarceness of CMA 

literature is confirmed by Bereza et al. (2009), whose systematic review of economic 

evaluation studies related to Generalized Anxiety Disorder (GAD), also found no such 

current literature (Bereza, Machado, & Einarson, 2009).  
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 The only studies found using CMA to analyze the economics of mental health 

were conducted in the 1990’s by one investigator, Ajit Shah (1994, 1995, 1996, and 

1997).  Shah (1994 and 1997) compared the cost of home care with that of hospital 

clinics in geriatric psychiatry and concluded that costs for out-patient versus home-based 

consultations were the same.  He also compared the cost of primary care to hospital 

clinics and estimated the cost of care was equivalent(Shah, 1994; Shah, 1997). Then, in 

1996, Shah compared the cost of transporting  psychiatric elderly patients using the 

hospital-owned bus (direct cost) versus the patients taking taxicabs (direct cost) of which 

the patients made no contribution to transportation costs by either modes of transport 

(Shah, 1996). His study, however, concluded the costs are essentially the same, which 

would not affect the cost equation in terms of the overall economic cost. Shah’s 

consistent conclusion that all his studies’ comparisons were equivalent demonstrates that 

CMA does not provide substantial insight into costs. Consequently, researchers rarely 

utilize this method, often preferring more informative analysis.  

Cost-benefit studies 

 Cost-benefit analysis (CBA) measures the cost and benefits of programs, policies, 

and procedures in monetary terms. However, like CMA, this literature review did not 

discover many current studies utilizing CBA to calculate the economics of mental health. 

Because of this deficit, this portion of the literature review will focus on relevant studies 

from the 1970s, 80s, and 90s.  

Murphy & Datel (1976) analyzed the cost-benefits of institutionalized living for 

those diagnosed with a mental disorder compared to living in a community home. They 
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utilized a randomized research design and concluded it was more cost beneficial, by a 

rate of $20,800 over a ten-year period per patient, to have persons with mental illness to 

live in a community home (Murphy & Datel, 1967).This study was conducted during the 

time of deinstitutionalization of those with mental disorders from state psychiatric 

facilities to community mental health programs and community housing programs 

(Talbott, 2004). Murphy & Datel’s (1976) study reflects the thinking at that time of 

discharging psychiatric patients from large state hospitals to a community setting would 

decrease the cost to states and save money. As a result, as mentioned earlier, the state 

mental health share of costs has shifted from hospitals to communities and federal dollars 

finance the majority of public sector mental health care with programs such as Medicaid, 

Medicare, and Social Security Disability Insurance (Talbott & Sharfstein, 2004).  This is 

important because this policy shifted the direct cost of mental illness from the states to 

the federal government which means the allocation of resources now is under different 

guidelines and social workers need to understand this shift to ensure the best advocacy 

strategies for our clients. 

Burton A. Weisbrod (1980, 1981, and 1983) conducted three cost-benefit analysis 

studies to measure the economic cost of mental illness that were influential in the CBA 

literature (Philips et al., 2001; Bond at al., 2001; Knapp & Beechman, 2009; Morse et al., 

2006; Roberts et al, 2005) . Weisbrod (1980 & 1981) compared the benefits of mental 

hospital treatment to community-based mental health treatment and concluded that 

although there were added benefits of community-based programs there were also added 

costs that had to be correctly justified. Further, he stated that due to the different 
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approaches to CBA, in terms of assigning monetary value to cost, if not applied in an 

appropriate way, results could be distorted (Weisbrod, Test, & Stien, 1980; Weisbrod, 

1981). Weisbord’s conclusions (1981) indicate the lack of consistency in CBA results 

which make generalization difficult.   

As a result of those two studies Weisbrod (1983) created a guide to CBA for 

controlled experiments in mental disorders. In his guide he recommends the following: 1) 

a full range of costs and benefits are considered; 2) costs and benefits that are not easily 

measured in monetary terms are omitted from the analysis; 3) report relevant variables 

even if no quantitative measures can be formulated for them because they can still be 

useful to inform public policy decisions(Weisbrod, 1983). Finally, Wiesbrod (1983) 

warns that CBA is not a substitute for judgment, but only an aid in using judgment, which 

is important to social work as we utilize not only CBA, but other cost methods as a 

comprehensive tool-kit to inform decisions.  

 Frank et al, (1982) investigated the treatment programs for geriatric patients at 

state psychiatric hospitals to determine if they were economically beneficial. They 

conducted a pre/post-test and concluded behavior treatment programs were both socially 

and economically beneficial compared to its cost (Frank, Klein, & Jacobs, 1982). The 

social benefit refers to the indirect costs which tend to be more intangible. An example is 

easing the burden on family members by providing a day treatment program that is 

designed to increase outside social interaction. The economic benefit refers to a decrease 

in the direct cost compared to the pre-test cost. 
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Simmons et al. (1985) conducted a CBA for an experimental non-randomized 

comparison experiment on depression drug treatment to determine if there is any benefit 

to this new treatment of pharmacokinetic dosing of amitriptyline compared to 

nortriptyline. They concluded from a direct cost perspective there were benefits in terms 

of  length of hospital stay, that is nortriptyline patients were eligible for discharge sooner 

than the comparison group (Simmons, Perry, Rickert, & Browne, 1985). This would 

decrease the direct cost to the hospital and potentially to the patient, family, or insurer. 

Also there were indirect cost benefits in terms of days missed from work, in that the 

length of time out of work decreased in association with the new dosing technique. This 

would decrease the indirect cost from production losses in paid labor and increase the 

labor supply.  

Although these results would positively impact the economic cost of mental 

illness as it relates to depression, Simmons (1985), like Weisbrod (1983), provides a 

warning about the omission of variables that could cause false changes in either the costs 

or benefits. With this in mind, CBA does provide a degree of analysis in terms of 

weighing cost versus benefit. However, as mentioned, the execution of it can greatly 

impact the interpretation of the results and there are other methods that go a step further 

in economic analysis, and provide added insight. 

Cost effectiveness studies 

 Cost-effectiveness studies can be placed into two categories: those that 

investigated specific medication interventions and those that compare the cost of service 

deliveries. When studying the cost-effectiveness of schizophrenia treatment medication, 
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three studies measured the cost of intervention of Clozapine compared to older forms of 

medication called neuroleptics (Honinfeld & Patin, 1990; Revicici, Luce, Weschler, & 

Brown, 1990; Davies & Drummond, 1993).  Honingfeld and Patin, (1990) used a non-

random retrospective/prospective cohort; Revicici et al. (1990) only applied a prospective 

cohort method; and Davis & Drummond (1993) used a modeling approach to cost-

effectiveness.  All three studies determined Clozapine was more cost-effective, even 

though they all implemented different methods of the cost-effectiveness analysis. This 

illustrates that when implementing the cost-effectiveness analysis, the method of 

implementation did not affect the outcome of the studies when compared to similar 

studies. Thus, a gap within the cost-effectiveness literature is the lack of consensus 

regarding whether or not modeling in cost-effective studies is the best approach for this 

methodology.   

In cost-effectiveness analysis, hypothetical models provide a way of handling 

both costs and outcomes simultaneously. Modeling or Markov models which is defined 

as the practice of creating hypothetical models of different stages of a disease through 

which a group of patients would progress (Cooper, Abrams, Sutton, Turner, & Lambert, 

2003).  However, a major limitation that could have an impact on the cost, known as the 

Markov assumption, is that these models do not properly account for patients' disease 

history as they move from one stage to the next (Le Lay, Despiegel, François, & Duru, 

2006). Some argue that the history of the previous stage could have an undetermined 

effect on outcomes and cost (Briggs & Sculpher, 1997). Therefore, studies that use cost-

effectiveness analysis may not be compatible when taking into account the usage of 
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modeling. Thus, although Honingfeld and Patin (1990), Revicici et al. (1990), and Davis 

and Drummond (1993) studied the same disorder with the same results, their comparative 

conclusions may not be reliable due to their different approaches.  

  Contrary to the findings above, in which the method of analysis did not impact the 

results for studying schizophrenic treatments, the method of analysis did impact the 

results when measuring depression.  Three articles that studied the cost-effectiveness of 

tricyclic medications versus a SSRI, with mixed results.  Jonnson (1994) used a modeling 

approach to cost-effectiveness and determined SSRI was cost-effective compared to 

tricyclics. Woods and Rizzo (1997) also employed modeling but concluded the tricyclics 

are as or more cost-effective. Forder et al. (1996) implemented a non-randomized cohort 

method and reports both the SSRI and tricyclics are equally cost-effective. This speaks to 

the challenges of cost-effective studies, especially when attempting to compare studies to 

determine pure cost evaluation. It is therefore necessary to continue future research to 

estimate intervention effectiveness while helping to determine resource allocation 

(Jonnson & Bebbington, 1994; Woods & Rizzo, 1997; Forder, Kavanagh, & Fenyo, 

1996). 

 There seems to be more consistent program effectiveness within studies of the 

cost-effectiveness of different forms of service deliveries (Issakidis, Sanderson, Corry, 

Andrews, & Lapsley, 2004; McHugh et al., 2007). Issakidis et al. (2004) found that a 

hypothetical regime of evidence-based therapy is more effective and less costly than the 

actual current face to face therapy, whereas McHugh et al. (2007) found that cognitive 

behavioral therapy alone was more effective than all other forms of alternative therapy. 
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Many studies estimated the economic cost of interventions and, despite different research 

designs, many had similar overall results. Three studies compared the cost of treating 

mental illness in a hospital setting versus some form of community program utilizing a 

randomized research design (Burns & Raftery, 1991; Merson, Tyrer, Carlen, & Johnson, 

1996; Knapp, Marks, & Wolstenholms, 1998). Despite the different research designs, 

each study determined that community care programs were more cost-effective than 

hospital care.  However, these results contrast with another study which used a non-

randomized design (Shah, 1997) and concluded the cost of home care was equivalent to 

hospital (Shah, 1997). This could be because Shah’s study examined the cost of an elder 

population of geriatric psychiatric patients, which could require more paid staff such as 

healthcare nurses, psychiatric nurses, and nurses’ aides, which tends to increase cost. In 

contrast, the other studies had a younger population that may not have required the same 

degree of care, keeping costs lower.  

Five studies also considered costs of inpatient treatment (Issakidis et al., 2004; 

Katon, Roy-Byrne, Russo, & Cowley, 2002; Katon et al., 2006; Guest, Russ, & Lenox-

Smith, 2005; Jorgensen et al., 2006). Ten studies evaluated the estimated cost of 

delivering mental health care between the programs. Three of these studies focused on a 

population with schizophrenia (Glick, Fleming, & Dechillo, 1976; Wiersma, Kluiter, 

Niehuis, Ruphan, & Giel, 1991; Wiersma, Kluiter, Niehuis, Ruphan, & Giel, 1995); one 

study had a population with a diagnosis of adolescent behavior disorders (Grizenko & 

Papineau, 1992); and the remaining six studies included generalized mental health 

disorders (Guillette, Crowley, Saviz, & Goldberg, 1978; Gudeman, Shore, & Dickey, 
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1983; Dickey & et al., 1989; Dickey & et.al, 1990; Sledge, Tebes, Wolff, & et al., 1996; 

Greed & et al, 1997).  The research on schizophrenia that used randomized designs 

(Wiershma et al., 1991; & Wiershma et al., 1995) found that day care programs were 

cost-effective. In contrast, Glick et al. (1976) used a non-randomized design and 

concluded that day care is not cost effective. This may be because Glick et al. (1976) only 

looked at direct cost as opposed to both indirect and direct.   

Cost-utility studies 

 Few studies involve cost-utility analysis as a method to estimate the economic 

cost of mental illness. Most of the literature on CUAs is in the medical field; however, in 

terms of mental disorders, researchers studying the economic cost of depression appear to 

be utilizing this method. Nine prominent studies in the area of depression employed 

CUA. Of the nine, five studies (Kamlet et al., 1995; Revicki et al., 1995; Revicki et al., 

1997; Hatziandreu et al., 1994; Nuijten, 2001) investigated the effectiveness of a 

depression medication on-going maintenance treatment program compared to an as-

needed basis medication intervention. Out of those studies, four found treatment on an as-

needed basis was effective (Kamlet et al., 1995; Revicki et al., 1995; Revicki et al., 1997; 

Hatziandreu et al., 1994). Nuijten (2001) concluded that nine months of continuous 

treatment did not increase the quality of life of the patients.  The remaining three studies 

(Lave, Frank, Schulberg, & Kamlet, 1998; Gournay & Brooking, 1995; Valenstein, 

Vijan, Zeber, Boehm, & Buttar, 2001)weighed the benefit of some form of interpersonal 

therapy. Lave et al. (1998) indicates that psychotherapy had a cost of $34,000 per quality 

adjusted life year compared to usual care by a primary care physician.  Gournay and 
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Brooking (1995) estimated care from a community psychiatric nurse cost $76,000 per 

quality adjusted life year compared to a general practitioner. Valenstein et al. (2001) 

concluded annual screening for depression, when compared to no screening, cost 

$210,000 per quality adjusted life year.  

To put these figures in perspective, the dollar amounts of the quality adjusted life 

years (QALYs) represents the amount of money society is willing to pay for every extra 

year of healthy life expectancy a treatment or policy or program gives a person (Hammitt, 

2002). However, the pertinent question is how much is society willing to pay for a 

QALY? According to Hirth et al., (2000) it all depends on what is being evaluated (i.e. 

treatment, disease, or program) and the converting the estimates to the current year 

dollars (Hirth, Chernew, & Miller, 2002). Estimates for QALYs range from $20,000 and 

$100,000 to as high as $80,653 to $145,175 (Hirth et al., 2002). Ultimately, the 

investigator will choose the range of value, based on the literature to determine if it is 

economically worth the investment (Pinkerton 2002). This is important to understand 

when reading CUA reports or conducting CUA evaluation, depending on the range of 

QALYs could dictate the estimate of the analysis, again demonstrating how the cost 

methodology can impact the economic cost estimation. 

 In a recent study, Berghout et al. (2010) calculated the cost-utility ratio of 

psychoanalysis as a form of treatment compared to psychoanalytic psychotherapy to 

justify its use. The authors indicate that “psychoanalysis differs from psychoanalytic 

psychotherapy in that patients in psychoanalysis receive three or more sessions per week 

lying on the couch, while patients in psychoanalytic psychotherapy sit face-to-face and 
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the frequency typically is one or two times a week” (p. 5). They concluded that the cost-

utility ratio of psychoanalysis was within acceptable range of psychoanalytic 

psychotherapy and was cost effective and encouraged further investigation of this 

treatment(Berghout, Zevalkink, & Roijen, 2010). Hakkaart-Van Roijen et al. (2006) 

examined the cost-utility of brief therapy (BT) compared with cognitive behavioral 

therapy (CBT) for depression and anxiety, finding that the direct costs of treatment were 

significantly lower for brief therapy than for CBT (Roijen, Straten, Al, Rutten, & Donker, 

2006). However, after factoring in indirect costs, there were no significant differences in 

quality adjusted life- years ratios between BT and CBT, therefore they were equally 

effective (Hakkaart-Van Roijen et al., 2006). This continues to point out the potency of 

indirect cost and how they can influence overall cost and demonstrates a gap in 

knowledge on how to manage these costs.  CUA is a newer methodology in economic 

cost evaluation in the literature with a lot a potential, and will be utilized more once it is 

refined.  

Cost-of –illness studies 

Many studies employ COI for a variety of mental disorders, including panic 

disorders, generalized anxiety disorders, depression, and schizophrenia. One of the 

primary differences in these studies is the chosen approach the investigators utilized 

when using CIO. There were six studies that investigated the economic burden of panic 

disorders by utilizing the CIO methodology (Rees, Richards, & Smith, 1998; Marciniak 

et al., 2005; Andlin-Sobocki & Wittchen, 2005; Roberge et al., 2005; Smit et al., 2006; 

Batelaan et al., 2007). All the studies utilized a bottom-down approach; however, only 
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three determined that panic disorders were an economic burden to society (Andlin-

Sobocki et al., 2005; Smit et al., 2006; Batelaan et al., 2007). This may be a result of how 

the estimates were calculated, because only the studies that reported indirect cost deemed 

panic disorder as an economic burden. While in general all costs should be considered in 

COI, the other three studies did not report indirect cost (Rees et al., 1998; Marciniak et 

al., 2005; Roberge et al., 2005). This illustrates the challenge of determining indirect cost 

given the ambiguity of assigning a monetary value to such things as loss of production, 

homelessness, and incarceration.   

Five studies of generalized anxiety disorder (GAD) used COI to measure indirect 

cost (Marciniak et al., 2005; Andlin-Sobocki & Wittchen, 2005; Smit et al., 2006; 

Souetre et al., 1994; Olfson & Gameroff, 2007). Only two of the studies (Andlin-Sobocki 

et al., 2005; Smit et al., 2006) determined GAD to be an economic burden. Souetre et al. 

(1994), however, did not estimate GAD to be an economic burden even with the 

inclusion of indirect costs (which were narrowly defined as those who were not 

employed). 

Much of the COI literature on depression is categorized into two groups: those 

that examine the total national cost and those that examine the cost per capita.  The 

national cost studies investigated costs per depressed case based on the reported 

prevalence rates in the studies. In the US, four COI studies (Greenberg, Stiglin, 

Finkelstein, & Berndt, 1993; Greenberg et al., 2003; Rice & Miller, 1995; Stoudemire & 

Frank, 1986) estimate the direct cost per depressed case was $639.50, $1,126.39, $877.14 

and $435.96 respectively. The indirect costs were greater than the direct costs, at 
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$1,610.67, $2,460.85, $450.02, and $2,935.09, respectively. This same trend is evident in 

other countries. In the UK, Thomas &Morris (2003) reported direct cost per case as 

$244.09 versus $5,731.98 indirect and in Australia, likewise concluded direct cost of $ 

2488.52 and indirect cost of $8355.19 (Thomas & Morris, 2003; Hawthorne, Cheok, 

Goldney, & Fisher, 2003).  

There are nine per capita COI studies (Friemel, Bernert, Angermeyer, & König, 

2005; Chisholm et al., 2003; Trivedi, Lawrence, Blake, Rappaport, & Feldhaus, 2004; 

Luber & et al., 2000; Luber & et al., 2001; Druss, Rosenheck, & Sledge, 2000; Simon, 

Von Korff, & Barlow, 1995; Katon, Lin, Russo, & Unützer, 2003; Unützer et al., 1997) 

that reported on the direct cost of depression.  All concluded that there are significant 

costs associated with depression and that these costs are an economic burden on society. 

The results of these studies indicate that there is a need for greater efficiency with 

depression related costs, such as treatment programs, medications and hospitalizations. 

However, of the ten studies, only two (Druss et al., 2000; Trivedi et al., 2004) calculated 

the indirect cost associated with depression, determining them to be an economic burden.  

A number of COI studies have attempted to estimate the burden of schizophrenia 

using different approaches. Four studies looked at prevalence rates of schizophrenia, one 

of which compared the cost of care for veterans  with schizophrenia and those with other 

psychiatric disorders and concluded the cost was greater for patients with schizophrenia 

(Karson, McClellan, & Kasner, 1991). Another compared cost of care across age groups 

(Cuffel et al., 1996), while the other two studies had no comparison groups (Gunderson 

& Mosher, 1975; Muller & Canton, 1983). Among the four studies, Gunderson and 
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Mosher (1975) and Cuffel et al. (1996) used a top-down approach, whereas Muller and 

Caton (1983) and Karson et al. (1991) used a bottom-up approach.   This is significant 

because the approach can have a profound impact on the cost estimate outcome. In a top-

down approach, researchers calculate or estimate the cost of a population from national 

data and statistics to obtain the average cost of a single patient. Conversely, when using a 

bottom-up approach researchers measure costs from a patient sample and extrapolate this 

to the larger population. Some argue certain direct costs are unaccounted for in the top-

down approach. In bottom-up approach, though, there is a risk of sampling bias. These 

differences between bottom-up and top-down approaches could result in disparate 

estimates, which would hinder comparability of studies of similar disorders. 

There are also four international studies that estimated the economic burden of 

schizophrenia: one in Ireland (Behan, Kennelly, & O'Callaghan, 2008); one in England 

(Mangalore & Knap, 2007); and one in Canada (Goeree & et al., 2006); and one in 

Taiwan (Lang & Su, 2004). Taiwan’s Lang and Su (2004) were the only investigators 

who did not report on indirect cost. Among the other investigators who did estimate 

indirect costs, all concluded that indirect costs were more costly than direct costs and that 

indirect costs comprised the vast majority of the burden (Behan, Kennelly, and 

O’Callaghan, 2008; Mangalore and Knapp, 2007; and Goeree et al., 2005). As Mangalore 

and Knapp (2007) concluded most of the indirect cost was due to loss of productivity, as 

over 80% of the sample was unemployed. This is important because policies and 

treatments aimed at reducing the indirect cost could potentially decrease cost of this 

severe mental illness.  
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Four COI studies have compared the cost of mental illness to that of physical 

illnesses. An American study that compared the cost of dementia to that of hip fractions 

(Schneider & Guralnik, 1990), two Australian studies compared the cost of schizophrenia 

with myocardial infarction (Andrews et al., 1985; Hall et al., 1985), and a study from the 

UK(Croft-Jefreys & Wilkinson, 1989) that compared the economic cost of neurosis in 

primary care to that of hypertension. These studies demonstrated that mental disorders 

are more likely to have a higher economic cost burden on society than some chronic 

physical illnesses. These results are confirmed with the findings of Goetzel et al. (2004), 

who concluded that from an employer perspective, mental illness has a higher economic 

cost than other chronic diseases.  They report that the annual total cost per employee with 

mental illness is $348, which is greater than other chronic illnesses such as cancer, 

diabetes, and arthritis, at a cost of $144, $256, and $326, respectively (Goetzel et al., 

2004).  

CONCLUSION 

In sum, researchers have made some progress over the last three decades in 

tracking the economic cost of mental illness. The inclusion of different perspectives (i.e. 

societal, third-party payers; and patient) has made this topic especially relevant to the 

behavioral health field. With that said, the important findings from this systematic review 

indicate further research is needed to generalize to the social work profession. This 

dissertation will describe methodological approaches, identify concepts within mental 

health economics, and address constructs in an attempt to introduce them to the social 

work field.  
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COMPONENTS OF THE DISSERTATION AS ARTICLES 

This dissertation will consist of three publishable quality articles that examine 

issues associated with the economic cost of mental illness. This dissertation seeks to 

explore and contribute new information to the literature on the economic cost of mental 

illness to the field of social work from different perspective using three different 

approaches. A conceptual paper examining various elements that contextualize the range 

of costs is first utilized. Next, an analysis on the range of information technology 

surrounding mental health and related economic cost is presented. Finally, a quantitative 

study is undertaken that examines how the economy can influence how patients with 

mental episodes are handled. 

Article One: Theoretical Frameworks for Contextualizing and Understanding the 

Economic Cost of Mental Illness: A Primer  

Abstract 

The purpose of this article is to discuss the economic cost of mental illness. This 

article seeks to describe and integrate literature that covers the estimated cost of mental 

illness and the burden of a few select mental disorders. I review four major theories that 

have been used in the literature to help identify, explain, and predict the impact of the 

economic cost of mental illness: consumer theory; rational choice theory, theory of 

asymmetric information, and public choice theory. This article will also discuss a broad 

over-view of the five different methodologies of economic cost evaluation. The article 

will be organized or grouped into five methodological approaches used to determine and 

evaluate mental health costs: cost-minimization analysis; cost-benefit analysis; cost-

effectiveness analysis; cost-unit analysis; and cost-of-illness studies. In addition, the 
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article pays specific attention to how the perspective of the study, the terminology, and 

technique utilized has an impact on these five cost evaluation approaches and discusses 

the current state of research in economic evaluation as it relates to different aspects of the 

economic cost of mental illness. 

Targeted journal: Social Service Review 

Article Two: Economics Databases for Planning, Evaluation, and Social Science 

Research in Mental Health: A Discussion of the Strengths and Limitations of Four 

Different Databases 

Abstract 

This dissertation article will identify, describe and analyze database sets utilized 

in economic evaluation. There are four database sets that are the focus of this article: 

National Association of State Mental Health Program Directors Research Institute (NRI); 

Medical Expenditure Panel Survey (MEPS); Healthcare Effectiveness Data and 

Information Set (HEDIS), and the National Health Interview Survey (NHIS). This article 

will compare, contrast, and critique the datasets on their various components; 

applicability; and reliability in terms of the usage for economic valuation for planning 

and evaluation within social work research. Although these datasets can be utilized in a 

health care setting, for the purposes of this dissertation, they will only be viewed from a 

mental health perspective. 

Targeted journal: Administration in Social Work 
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Article Three: Impact of Per Capita Expenditures by States on Types of Inpatient 

Psychiatric Admissions: An Exploratory Study 

Abstract 

Objective 

This study aimed to examine the relationship between State Mental Health 

Agency expenditure and its impact on three types of psychiatric admissions: Voluntarily 

Admitted, Involuntarily Civilly Committed, and Involuntarily Criminally Committed 

Method 

The data from states that reported both their Per Capita State Mental Health 

Expenditures for fiscal year 2001 and 2009 and number of individuals admitted to a state 

mental health hospital for fiscal year 2001 and 2009 were included in the analysis. A total 

of 51 states reported data for both years. 

Results 

A mixed model repeated measures analysis was employed to examine the 

relationship between the per capita expenditures for states and its impact on involuntary 

criminal commitments to hospitals from 2001 and 2009. The results indicate although the 

per capita expenditures do not seem to be statically predictive, the factor of time is 

significant. The model seems to suggest over time there is an impact on the level of 

involuntary criminal commitments to state mental hospitals.  

Conclusion 

This study evaluated if per capita expenditures for SMHAs over time influences 

the types of psychiatric admissions to state mental hospitals. There was observed no 

relationship. Recent economic predictions suggest that states will continue to experience 
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record budget shortfalls. In turn, these shortfalls will increase the pressure on state 

government to redirect funds to other non-mental health services for the public. In order 

to support sustaining current levels of funding for SMHAs, it will require demonstrating 

that there are several consequences of diminishing support. 

 There seems to be a need to train social workers and other social scientist to 

understanding this relationship which can position them to better advocate for the 

populations with mental illness that are negatively impacted by states budgets. A major 

limitation of the study was the variation in data collected and reported by the different 

states. 

Targeted journal: Mental Health Administration 
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CHAPTER 2: THEORETICAL FRAMEWORKS FOR 

CONTEXTUALIZING AND UNDERSTANDING THE ECONOMIC 

COST OF MENTAL ILLNESS: A PRIMER 

INTRODUCTION 

Mental health has long been a major problem within the United States. In the late 

1990s researchers began to assess the prevalence of mental disorders in the American 

population and the accumulation of these studies suggest that approximately one-quarter 

of the general population suffers from some type of mental disorder at any given period 

(Regier, Boyd, Burke 1998; Wang et. al, 2005).  Because of the exponential growth of the 

need for mental health services the costs associated with providing care for the people in 

need have similarly increased over the past five decades (Frank & Glied, 2006; Insel 

2008).  

In the mental health field, it is estimated that 75-85% of people with severe 

mental illness are unemployed (Crowther, Marshall, Bond, & Huxley, 2001). Snowden 

(2001) concludes uninsured individuals tend to rely on public health care services for 

mental health treatment, where they may experience difficulties in obtaining specialty 

mental health care. Based on consumer theory, it is evident that consumers’ choices of 

mental health treatment are influenced by their budgetary constraints and lack of 

adequate insurance (McAlpine & Mechanic, 2000).  Although understanding a 

customer’s choice behavior helps dictate the market price (Sheth, Sisodia, & Sharma, 

2010) its application to the mental health field is limited. As mentioned earlier, some 

general economics do not apply to mental health because the consumer is not the only 

person paying for services. Therefore, a crucial weakness of consumer theory, especially 
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in terms of estimating the economic cost of mental illness, is that analysis is limited to an 

individual level and is not robust enough to generalize to the entire scope of the economic 

cost of mental illness.   

Knowledge of these costs and their impact seems minimally recognized in the 

social sciences, although their impact on public mental health services and policies is 

profound (Prigoff, 2000).  As policy makers, social scientists, and economists examine 

the on-going need for mental health services and plan for future mental health service 

structures, understanding the costs associated with mental illness can help predict 

successful mental health outcomes. Hence, the purpose of this article is threefold: (1) to 

identify, define, and describe the economic cost of mental illness; (2) discuss the history 

and factors that influence this cost; and, (3) examine the current state of research 

including theories, methodological approaches, and theoretical or methodological 

limitations.    

It is important to note at the outset that some topics cannot be discussed due to 

space limitations. For instance, there are a variety of perspectives and interpretations 

regarding economic theories and methodologies. Subsequently, there are differential and 

even competing thoughts about these concepts that can lead to different applications and 

estimations of the economic cost of mental illness. However, it is beyond the scope of 

this article to present every aspect of this body of knowledge. Rather, the intent here is to 

be a primer or source of general information to begin the dialogue of understanding the 

economic cost of mental illness. Interested readers who desire more in-depth information 

are encouraged to obtain the original articles for information on these topics or consult 
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the works of other authors who address these issues (Shah & Jenkins, 2000; Samuelson & 

Nordhaus, 2004; Byford, S., Torgerson, D. J., & Raftery, J. (2000). 

THEORETICAL EXPLANATIONS OF MENTAL ILLNESS AND COSTS 

In this section, I review four major theories that have been used in the literature to 

help identify, explain, and predict the impact of the economic cost of mental illness. 

These theories are (1) consumer theory, (2) rational choice theory, (3) theory of 

asymmetric information, and (4) public choice theory. The four theories that follow will 

aid in describing this interaction as it relates to the economic cost of mental illness. The 

complimentary and overlapping concepts of these theories allow for analyzing cost from 

various perspectives (ranging from that of the consumer to that of the supplier) while 

focusing on the different roles fulfilled by individuals, communities, and government 

(See Figure 1).  
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Figure 1: Theoretical Explanations of Economic Cost 

 
 

Consumer Theory 

Miller (2006) defines consumer theory as the understanding of how individuals 

allocate their limited financial means to make purposeful choices.  According to this 

theory, two main components dictate how consumers choose to spend their money on 

goods and services. The first component is budget constraint, which investigates what the 

consumer can afford and all the possible options of consumption (Caltech, 2009). The 

second component is the utility function or "utils". Utility can be defined as the degree of 

pleasure a person expects to derive from a product or service once they consume it 

(Friedman & Savage, 1952).  Due to limited resources, consumers are hindered by their 
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ability to fulfill all of their desires requiring them to make tough choices. They base these 

choices by appraising the goods and services in tandem with their utils. For instance, 

applying consumer theory to mental illness, it is estimated that those who have a 

diagnosed severe mental illness have a 75-85% chance of being unemployed (Ridgeway 

& Rapp, 1998). Therefore, due to their limited resources or disability payments, many 

have to choose between taking care of their basic needs like paying rent and indulging on 

items like cigarettes that they feel make them feel better. Many times it’s a difficult 

decision that can impact their long term well-being. This theory follows two primary 

assumptions: (1) consumers understand their choices and the opportunity cost associated 

with each choice and (2) consumers consider alternatives and choose the option they like 

best (Abowd, Kramarz, & Margolis, 1999; Smith & Von Haefen, 1997). Understanding 

and being able to predict consumer choices can provide insight into the foundations of 

market demand from a consumer perspective.    

Rational Choice Theory 

Rational choice theory is similar to consumer theory in that it looks at the choices 

of individuals. However, it concludes that choices are not made in isolation and are 

instead representative of a larger community. Green (2002) describes rational choice 

theory as “the consideration of the choice behavior of one or more individual decision-

making units” (p. 4). “Units” refers to a body of consumers or customers and/or 

institutions or organizations that make choices. These decision-making units represent a 

larger body of consumers on either the demand or supply side of the transaction equation 
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(Zafirovski, 1999).  Therefore, when utilizing rational choice theory, the investigation 

goes from an individual unit of analysis to a group unit of analysis (Green, 2002).  

Rational choice theory rests upon two assumptions: all choices are rational (Scott, 

2000) and these choice are self-serving (Zey, 1992). Like consumer theory, rational 

choice theory uses the term “utility” to refer to the amount of pleasure consumers get or 

believe they will get from a good or service within the bounds of their resources 

(Friedman & Savage, 1952). However, the meaning differs in rational choice theory in 

that these individual choices are inferable and representative of a larger group. Applying 

rational choice theory to mental illness, there are consumer advocacy organizations such 

as the National Alliance on Mental Illness (NAMI) which articulates certain policy 

positions that represent larger groups such as communities, families, and friends of 

individuals with mental illness.  

Theory of Asymmetric Information 

The theory of asymmetric information is described as an imbalance of 

information within a market (Auronen, 2003; Cukierman & Meltzer, 1986; Grossman, 

1981; Sagi & Pataki, 2009). An imbalance of information occurs when either the buyers 

or sellers are privy to information unbeknownst to the other. This concept, first described 

by Akerlof (1970), was applicable to many industries, such as insurance, credit markets, 

and labor markets. In the mental health field, it is difficult for consumers to obtain the 

information required to make optimal choices about the best care or treatment (Surgeon 

General’s Report, 1999). The problem of asymmetric information exists in the mental 

health field because typically consumers cannot or do not obtain reports on comparative 
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prices of therapists, therapeutic modalities or the quality of mental health services 

provided by organizations or individuals in a similar manner as shopping for an appliance 

or clothes (Hargreaves, Shumway, Hu, & Cuffel, 1998). Moreover many mental health 

interventions occur in emergency situations when patients do not have the time to gather 

or evaluate information, providers and procedures (Berren, Santiago, Zent, & Carbone, 

1999; Fogarty, Sharma, Chetty, & Culpepper, 2008; Salsberry, Chipps, & Kennedy, 

2005). Thus, they are not able to play their role in setting market price in the field.   

Public Choice Theory 

Mueller (1989) defines public choice as “the economic study of nonmarket 

decision-making, or, simply the application of economics to political science” (p. 1). It 

studies individual actions within collective group decision making, specifically in terms 

of taxes and public spending (Shaw, 2002). More specifically, it can be used to 

understand how elected officials, who control the spending of public funds, should act on 

behalf of their constituents but may not do so (Gostin, 2000).  Ostrom and Ostrom (1971) 

conclude there are three basic assumptions of public choice: (1) self-interested 

individualism, (2) rationality, and (3) benefit-maximizing, wherein individuals tend to 

maximize the benefits of their choices (as cited in Mueller, 1976). Public choice theory 

holds that government officials act in self-serving, individualistic ways, although they 

serve as representatives for a constituency. Proponents of public choice theory disagree 

with economists who believe that market failures should be balanced by government 

intervention, arguing that government intervention could lead to “government failure”  

because elected representatives tend to act on individual self-interest (LeGrand, 1991). 
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As described by LeGrand (1991), a government failure occurs when a governmental 

intervention in a market failure causes more inefficiency than originally caused by the 

misallocation (LeGrand, 1991). 

Constraints and incentives are two key concepts in public choice theory 

(Buchanan & Tullock, 1962). Shughart and Tollison (2005b) indicate the only effective 

constraints to elected officials are constitutional rules, asserting there are no real 

incentives for voters to be informed about their representatives or to vote. Shaw (2002) 

concurs and argues that this lack of voter participation is replaced by special interest 

groups that influence the political process. Due to low voter scrutiny, the tax system 

becomes a method whereby scarce resources are over utilized and inefficiencies occur.  

When applying public choice theory to the economic cost of mental illness, public 

choice theorists may argue that legislators may act in their own self-interest, not giving 

the necessary attention to those directly affected by mental illness. For instance, in this 

current economic environment where state legislators are facing budget deficits, difficult 

public policy decisions must be made. State supported mental health services are facing a 

crisis as a result of inadequate funding and diminishing tax revenues, critical workforce 

shortages, and exponential growth in Medicaid costs.  To offset the revenue shortages, 

state legislatures adopted a number of severe financial and service reduction policies and 

strategies (NRI, 2009). And, Hogan (2002) argues “the consequences for consumers are 

worse than the costs for taxpayers” (p. 1252).  

It is important to understand, that cost estimations based solely on any single 

theory may be misleading if not inaccurate and therefore are subject to criticisms and 
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limitations despite their utility. Here are some examples of those limitations for each 

theory. In consumer theory, although it offers a unique standpoint in that it solely focuses 

on the actions of the consumers as opposed to the entire demand market, this is also seen 

as a weakness. It ignores the fact that there are other demand market forces that should be 

taken into account when estimating cost not just the consumer. For rational choice, even 

though it is prolific within some circles of the social sciences, it does not capture the full 

economic cost of mental illness either because it fails to capture essential features of 

social life (Pescosolido, 1992).  For example, rational choice theory cannot account for 

the social interaction involved in making decisions. In regards to mental health treatment, 

family members play an important role in making decisions based on their individual 

circumstances (Kawachi & Berkman, 2001). These circumstances may not be 

representative of a larger group. To supplement, it is worthwhile to examine those that 

explain cost from the perspective of the supplier, manufacture, or provider 

Theory of asymmetric information has proven to be a very fruitful framework for 

the analysis of many types of markets, however, Izquierdo & Izquierdo (2007) argue that 

“this approach does not provide a general answer to the original question: what is the 

effect of quality uncertainty in a market”? They indicate that asymmetric information 

theory assumes that “reliable quality indicators” are available, when in fact they are not 

(Izquierdo & Izquierdo, 2007). This is seen in mental health, where there is no standard 

quality indictor for consumers or providers to measure quality of care.  Despite this 

critique, the theory of asymmetric information can be useful in estimating the cost of 

mental health. Given the assumptions, asymmetric information results in an imbalance of 
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information in the market. Vining and Weimer (1988) suggest that when asymmetric 

information exists in a market, it usually tends to be in the favor of the seller. They 

continue to say that different levels or quality of information among individuals can 

result in a market failure, requiring governmental intervention.  This has been the case 

throughout the history of the health and mental health industry (Gelles, 2000; Izquierdo 

& Izquierdo, 2007; Vining & Weimer, 1988; Vining & Globerman, 1999).  However, in 

terms of theory, can a governmental entity provide better market efficiency with the same 

limited amount of information?  

The fourth theory that informs this research, public choice theory, seeks to answer 

this question by taking a public or governmental perspective to address the underpinnings 

of the economics cost of mental illness. Although public choice theory may explain some 

aspect of the economic cost of mental illness, some scholars may perceive public choice 

as conservative or libertarian, thus arguing that it leaves out other viewpoints of 

government that explain costs (Shaw, 2002). Therefore, to provide a more robust analysis 

that would encompass the full array of cost from both a demand and supply perspective, 

one would benefit by utilizing a combination of these four theories 

These theories are applied in research through the use of important principal 

concepts.  The theories are utilized in a few ways: provide quantitative forecasts; explain 

attitudes or perceptions within a specific unit of analysis; and assist in defining 

translational research (McFadden, 2000). In addition, there are principal concepts that 

undergird the utilization of these theories to assist in estimating the economic cost of 

mental illness. 
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PRINCIPAL CONCEPTS  

It is appropriate to specify the working definition of principal concepts within the 

economic cost of mental illness. In both fields of mental illness and economics a key-

word search in major databases (e.g. EBSCO, but also the publisher databases such as 

Emerald, Blackwell Synergy, Elsevier Sciencedirect, Taylor and Francis, Wiley) helped 

to identify concepts that are essential in understanding the cost estimation of mental 

illness. Articles were found in leading journals covering business, education, 

econometrics, health, and public service. Based on the literature, the following terms 

were utilized frequently and are defined in this paper: “mental illness/disorders”, 

“economics”, and “cost”. 

Mental illness/mental disorders  

When defining mental health illnesses or mental health disorders, the most 

common method is to use the Diagnostic and Statistical Manual of Mental Disorders, 

Fourth Edition (APA, 2000).  The DSM-IV has become the standard for mental health 

professionals and policymakers for articulating the expression of common symptoms that 

indicate a mental illness. The Surgeon General’s Report (1999) defines mental illness as 

“health conditions that are characterized by alterations in thinking, mood, or behavior (or 

some combination thereof) associated with distress and/ or impaired functioning” 

(Surgeon General Report's, 1999). Based on these identifiable observations, the DSM-IV 

uses a five element categorization to diagnosing mental illnesses. These categories 

include: Axis I: Clinical Disorders (e.g., depression, and social phobia); Axis II: 

Developmental Disorders and Personality Disorders; Axis III: Physical Conditions which 
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play a role in the development; Axis IV: Severity of Psychosocial Stressors; and Axis V: 

Highest Level of Functioning. In addition, Axis I mental disorders are broken down into 

four general categories: anxiety disorders; mood disorders; impulse-control disorders; 

and substance disorders (American Psychiatric Association, 2004). Anxiety disorders 

include panic disorder, obsessive-compulsive disorder, post-traumatic stress disorder, 

generalized anxiety disorder, and phobias, social phobia, agoraphobia, and specific 

phobia (APA, 2000).  Mood disorders include major depressive disorder, dysthymic 

disorder, and bipolar disorder (APA, 2000). Impulse-control disorders include attention 

deficient disorders, conduct disorders and other disorders (APA, 2000). Substance 

disorders include alcohol abuse and alcohol dependence and both drug abuse and 

dependence (APA, 2000). 

When defining mental health disorders it is important to consider the severity of 

the illness. In other words, one must define to what degree of intensity the mental 

disorders is or how extreme the behaviors are as related to the illness. In the literature 

there are different ways to define severity based on different sources and mental health 

organizations. For example, the National Institute of Mental Health’s Advisory Mental 

Health Council classifies the highest or severest category of illness as “severe and 

persistent mental illness” ( Harwood et al., 2000). The Alcohol, Drug Abuse, and Mental 

Health Administration (ADAMHA) Reorganization Act classifies the highest category of 

illness the broader “serious mental illness” ( Harwood et al., 2000). The main difference 

is that SPMI includes non-affective psychosis, bipolar disorder, severe major depression, 

and panic disorder, whereas SMI does not (Kessler et al., 2008). 
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Economics  

To define economics in this paper we must examine it first from an academic 

perspective. The classic text definition of economics is the allocation of scarce resources 

(Samuelson & Nordhaus, 2004). It is increasingly important to study and understand the 

economic forces that impact vulnerable populations due to the current geopolitical 

environment in which funding has dramatically diminished for many social service 

programs. On a basic level, economics is the study of how systems determine the 

disbursement of limited resources based on the concepts of supply and demand.  

Economics is typically divided into micro and macro categories. Microeconomics studies 

how local entities make decisions on how to allocate limited resources (Samuelson & 

Nordhaus, 2004).  Macroeconomics examines economics from a “big-picture” 

perspective, focusing on overall structure or environmental flow of the limited resources 

in normal market conditions (Samuelson & Nordhaus, 2004). 

Within the landscape of general economics are the concepts of free market and 

competition. These concepts guide the understanding of how resources are harvested, 

produced, and allocated within a given economy between producers and consumers.  In a 

free-market economy, neither producers nor consumers dominate, and there is a delicate 

balance between supply and demand. With numerous data about products or services they 

would like to buy, consumers attempt to purchase these products and services at the 

lowest possible price, whereby maximizing their satisfaction. Producers, on the other 

hand, attempt to achieve their satisfaction by maximizing their profits and selling as 

many goods and services as possible while still appeasing customers.   
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Despite the free market economy of the US, researchers have noted that the 

concepts of supply and demand are not readily applicable within the economics of 

general health and mental health (Drummond & O'Brienm, 1993).  Within the market of 

health care, there is usually limited competition and information available to consumers. 

This limitation puts consumers at a disadvantage and interrupts the balance of supply and 

demand. Additionally, the introduction of third-party payers dilutes the competitive spirit 

usually found in general economics, causing a potential intervention from government on 

a federal, state, and local level (Barry, Frank, Hawkins, Whltmore, & Pickreign, 2003; 

Fein, 1958; Frank, 1981). Although government intervention is not looked upon 

favorably in a free-market economy, some argue there is both cost and benefit to society 

for government intervention for health and mental health care (Cutler, 2002; Self & 

Grabowski, 2003; Grosskopf, Self, & Zaimc, 2006). Given these differences between 

market economies and health care economies, incorporating a focus on welfare 

economics can help define economics within the field of general health and mental 

health.  

Welfare economics is based on microeconomic theory and utilizes the principles 

of microeconomics (Becht, 1995; Boadway, 1974). It addresses issues regarding the 

aggregate wellbeing of a society or population. It also provides a structure for 

determining the economic efficiency of public health programs in terms of the 

appropriate allocation of resources to increase social welfare. Welfare is measured in 

“utility” or “utils,” a monetary value stemming from the principles of Pareto economics 

(Hargreaves, Shumway, Hu, & Cuffel, 1998). Pareto economics states that if a treatment, 
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policy, or activity makes one individual better off while no one is made worse off, then 

social welfare has increased (Berki, 1983). Therefore, for the purposes of this paper a 

Pareto perspective of welfare economics will be utilized.  

Cost  

When discussing the ideas of cost in terms of health care and mental health, it is 

important to understand that cost has historically been a business concept that has been 

adopted and applied to a health construct. Before we can estimate the economic cost of 

mental illness we must first understand cost in its original context. In general, costs are 

divided into two categories: direct and indirect. From a business standpoint, direct costs 

are defined as a cost that can be directly related to producing goods or performing a 

service (Scott, 2010). For example, raw materials for manufacturing products, office 

space, or labor. Indirect costs are “those costs that are not directly related to producing 

goods or services but are indirectly related to a variety of activities as it related to those 

goods and services” (Scott, 2010).  For example, real estate taxes, professional fees, or 

insurance are indirect costs. Due to the problems associated with applying general 

economics to mental health (Drummond & O'Brienm, 1993), I have modified these terms 

for the purpose of this paper.  

Direct cost 

When applying traditional business concepts to the construct of health or mental 

health, we define direct cost as costs that are specifically attributable to having a mental 

illness. This includes any treatment activity as a result of having a mental illness or any 

other service or medication that is paid directly to treat or prevent such illnesses. 
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Examples of direct costs include individual therapy, hospitalization, travel to obtain 

health services and rehabilitation, and any other charges by formal and informal health 

providers (Acarturk et al., 2009; Batelaan et al., 2007; Craig & Stark, 1997; Cuijpers et 

al., 2007; Fein, 1958; Hsia & Belfer, 2008; Peytremann-Bridevaux & Chevrou-Severac, 

2008; Roberts, Cumming, & Nelson, 2005).   

Over the past 30 years, the direct cost of mental illness has been a consistent 

percentage of the Gross National Product. According to Frank (2005), the percentage of 

mental health spending of the GNP in 1971 and 2001 was exactly the same at .84%. 

However, the amount of mental health spending as a percentage of national health 

expenses has actually decreased over that same period, from 11.1% in 1971 to  5.9% in 

2001(Frank, 2005; See Table 2).  

Table 2: Mental Health Spending by Payer Class 1971-2001* 

Direct Costs 

Mental Health Spending by Payer Class 

1971-2001 

 1971 1991 2001 

Medicaid 
$1.28b $9.2b $23.4b 

(14.2%) (18.8%) (27.4%) 

Medicare 
$0.23b $3.3b $6.3b 

(2.6%) (6.7%) (7.3%) 

State Government 
$2.720b $13.1b $20.0b 

(30.4%) (26.7%) (23.4%) 

Private Insurance 
$1.10b $10.6b $18.7b 

(12.3%) (21.7%) (21.9%) 

Out of Pocket-Individual Pay 
$3.19b $7.5b $10.9b 

(35.6%) (15.3%) (12.8%) 

Total Spending 
$8.96b $48.9b $85.4b 

(100%) (100%) (100%) 

% of National Health Care Expenses 11.1% 6.4% 5.9% 

Share of GNP 0.84% 0.82% 0.84% 

*Frank (2005) 
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Historically, State and local governments were responsible for direct mental 

health care cost until the 1960’s (Gorman, 2006). Private insurance plans and businesses 

rarely provided for payment of mental health care until after 1975; and, the federal 

government did not participate in mental health costs until Medicaid/Medicare in 1965 

(Williams, Claypool, & Crowley, 2005).  The direct cost of providing specialty mental 

health services in state funded hospitals has declined from 23% in 1971, to  7% in 

2001(Davis & Thompkins, 2010)(See Table 3). However, there has been a corresponding 

shift in the locus of services away from state hospital to community mental health 

centers. The centers were providing 8% of service in 1971, but in 2001 it has increased to 

18%. When evaluating the economic cost of mental illness, understanding this shift to 

community programs will help inform how to better allocate funds to improve mental 

health outcomes. Therefore, partnering with community stakeholders and sharing 

knowledge on mental illness cost on communities could help shape programs and 

policies.  More recently, there has been an increase in cost provided by private hospitals 

from 3% in 1971 to 14% in 2001.   

However, the greatest increase in cost is seen in the utilization of mental health 

medications as a major treatment. In 1971 medications only accounted for 5.6%, but in 

2001 it increased to 21% of costs. This shift in cost is interesting to note due to when 

evaluating the economic cost, observing this trend could help inform policies as to where 

there is excess or over-utilization of certain services. Also, from a political standpoint, 

those that are manufacturing drug treatments may not want changes in policies that would 

adversely affect their profit margin. Therefore, social scientists must understand how 
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these changes in the flow of direct cost can impact the economics of mental illness. 

Table 3: Share of Direct Costs for Specialty Mental Health Services 1971-2001* 

Share of Direct Costs for Specialty Mental Health Services  

1971-2001  

 1971 1997 2001 

State Hospital (23.0%) (13.3%) (7.0%) 

Private Hospital (3.0%) (7.2%) (14.0%) 

General Hospital (9.7%) (16.3%) (16.0%) 

Nursing Home (28.0%) (6.2%) (7.0%) 

CMHC/Clinics (7.9%) (15.1%) (18.0%) 

Psychiatrists (8.7%) (9.7%) (8.7%) 

Psychologists & Social Workers (1.0%) (13.4%) (8.0%) 

Drugs (5.6%) (12.3%) (21.0%) 

*Davis & Thompkins (2010) 

Indirect cost 

Indirect cost is not as easily accounted for, and there is a paucity of research in 

terms of definition, calculation, and analysis.  Indirect costs are defined as costs that 

occur as a by-product of mental illness but are not exclusively related to having a mental 

illness. Some examples of indirect costs include: costs due to production losses in both 

paid labor and in the domestic sphere that are caused by illness, reduced labor supply, 

public income support payments, reduced educational attainment,  incarceration,  

homelessness,  cost of emergency room care,  premature mortality, and stigma (Acarturk 

et al., 2009; Batelaan et al., 2007; Craig & Stark, 1997; Cuijpers et al., 2007; Fein, 1958; 

Hsia & Belfer, 2008; Peytremann-Bridevaux & Chevrou-Severac, 2008; Roberts et al., 

2005) .  

  In 2006, health care costs reached 16% of the nation’s gross domestic product or 
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approximately $943 billion (Poisal et al., 2007). This estimate includes nearly all of the 

direct expenditures presented for mental health services. However,  mental disorders 

represent only an estimated  6.2% of the nation’s spending on health care, or 

approximately $66 billion (Insel, 2008). The full economic costs of mental disorders are 

not captured by an analysis of direct health care costs. Unlike other medical disorders, the 

costs of mental disorders are more “indirect” than “direct” (Hogan, 2002)   

 Figure 2 illustrates how the principal concepts of mental illness, economics and 

cost provide a platform for which the economic costs methods are based on, which in turn 

informs the theoretical explanations of the economic cost of mental illness. However, as 

mentioned earlier, it is important to understand that there are sundry and even opposing 

views about these concepts and theories that can lead to diverse applications.  Therefore, 

costs will differ depending on the perspective used for economic evaluation. Different 

perspectives measure costs according to society, the health care system, third-party 

payers, businesses, the government, and patients and their families. Each perspective 

provides useful information about the range of costs to be included in the analysis as it 

relates to the particular group (See Table 4). For instance, a study concerned with the 

medical care costs of an illness would require the health care system perspective, while a 

study concerned with how much an illness costs the government would require the 

government perspective.  Researchers might estimate more general societal costs but also 

include the more specific costs to the government. Findings can differ based on the 

perspective selected. The varying degrees of overlap and disarray in perspectives and 
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interpretations require further consideration and investigation. Therefore, choosing the 

perspective is an important methodological decision. 

Figure 2: Principal Concepts, Methods, and Theories 

 

 

 However, there is some general consensus among certain analysts that 

assessments should incorporate a societal perspective (US Dept. of Health and Human 

Services, 2001). The Panel on Cost-Effectiveness in Health and Medicine, a non-federal 

panel of experts convened by the U.S. Public Health Service (PHS), has officially 

endorsed the societal approach (Weinstein, Siegel, Gold, Kamlet, & Russell, 1996). 

Haddix et al. (2003) defines societal perspective as the viewpoint of society as a whole 

(Haddix, Teutsch, & Corso, 2003).  It is considered the broadest and most comprehensive 

because it considers all perspectives in the analysis (Segel, 2006). It considers everyone 
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affected by an intervention, policy, or program and all health and cost interactions 

regardless of who would experience them. It also acknowledges the value of competing 

uses of society’s resources (Russell, Gold, Siegel, Daniels, & Weinstein, 1996). In 

addition, some argue (Byford & Raftery, 1998) that a societal perspective helps detect 

cost shifting or interface between sectors. This perspective is important to social workers 

because it is very similar to the ecological perspective of the social work profession. Like 

the societal perspective, the ecological perspective looks at the transactions between 

systems and emphasizes that all existing elements within an ecosystem play a role in the 

system (NASW, 2002). Therefore, in terms of economic cost evaluation, the societal 

perspective would be a natural fit for social workers to utilize when evaluating the best 

services, treatments, polices, and programs for their clients.  The methods explained 

below are all tools for cost evaluation that can be employed by social work researchers 

from a societal perspective. 
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Table 4: Cost Included by Perspective* 

 Direct Cost Indirect Cost 

Perspective 
Medical 

Costs 

Transfer 

Payment 

Morbidity 

Costs 

Mortality 

Costs 

Transportation

/ 

Nonmedical 

Costs 

Societal All cost — All cost All cost All cost 

Health care 

System 
All cost — — — — 

Third-party 

payer 

Covered 

cost 
— — 

Covered 

cost 
— 

Business 

Covered 

cost (self-

insured) 

— 

Lost 

productivity 

(presenteeism

/ 

absenteeism) 

Lost 

productivit

y 

 

— 

Governmenta

l  

Covered 

(Medicaid

, 

Medicare) 

Attributabl

e 

to illness 

— — 
Criminal justice 

costs 

Patient and 

families 

Out-of-

pocket 

cost 

Amount 

received 

Lost wages/ 

Household 

Production 

Lost 

wages/ 

Household 

production 

Out-of-pocket 

costs 

*Segel (2006) 

 

COST EVALUATION METHODS 

 

Types of economic evaluation and perspectives 

 There are several methods of economic evaluation that will be useful in analyzing 

the economic cost of mental illness, including cost-minimization (CMA), cost benefit 

analysis (CBA), cost-utility analysis (CUA), cost-effectiveness analysis (CEA), and cost 

of-illness (COI) analysis (See Table 5). These methods are not mutually exclusive, but 

they portray different methods of calculating various aspects of the economic cost of 
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mental illness. Used in tandem, these types of evaluation will allow for the most 

comprehensive evaluation. This section will: (1) give a broad over-view of the five 

different methodologies of economic cost evaluation, (2) describe the limitations of each 

method, and (3) discuss the current state of research in economic evaluation as it relates 

to different aspects of the economic cost of mental illness.  

Table 5: Types of Economic Evaluation Methods* 

  Valuation of costs   Valuation of outcomes 

Cost of Illness $ vs. None 

Cost Minimization $ vs. Assume same 

Cost Effectiveness $ ÷ Natural units 

Cost Utility $ ÷ Utils (e.g., QALYs) 

Cost Benefit $ ÷ or - $ 

* (National Information Center on Health Services Research and Health Care 

Technology, 2004) 

 

Cost-minimization analysis 

 Cost-minimization analysis (CMA) is the most basic level of economic evaluation 

in the decision-making process of resource allocation. It measures and compares input 

costs ( Basskin, 2003) and assumes outcomes to be equivalent. This form of analysis is an 

appropriate evaluation method to use when the case for an intervention has been 

established and the programs or procedures under consideration are expected to have the 

same, or similar, outcomes (Robinson, 1993). According to the economic evaluation 

literature, the major strength of CMA is that attention may focus on the cost side of the 

cost equation to identify the least costly option ( Basskin, 2003; Briggs & O'Brien, 2001; 

Craig & Stark, 1997; Hargreaves, Shumway, Hu, & Cuffel, 1998; Palmer, Byford, & 
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Raftery, 1999; Raftery, 1998; Robinson, 1993; Robinson, 1993). Therefore, it is 

appealing because collecting data on outcomes alone is less complicated than collecting 

data on both cost and outcomes. However, this is also viewed as a limitation.   

 CMA’s accuracy depends on the investigators’ ability to determine that outcomes 

are, in fact, equivalent ( Basskin, 2003).  Some have criticized CMA as being impractical, 

as there is rarely sufficient evidence to demonstrate treatment alternatives have 

equivalent outcomes (Briggs & O'Brien, 2001). Some argue there should be clear 

evidence in advance of a study in order to determine what type of analysis should be 

employed, i.e., cost-minimization, cost-benefit, cost-effectiveness, or cost-utility analysis 

(Donaldson, Hundley, & McIntosh, 1996).  Since this not possible, others argue  it would 

be inappropriate to conduct cost-minimization or outcome- maximization type analysis 

on the basis of an observed lack of significance in either the effect or cost differences 

between treatments (Briggs & O'Brien, 2001).  

Cost-benefit analysis 

 Cost-benefit analysis (CBA) is a methodology that is employed when both costs 

and outcome are expected to differ and when all outcomes can be expressed in dollar 

values (Hargreaves et al., 1998). It is a tool that helps determine whether a particular 

policy, intervention, or program promotes economic efficiency in the economy, be it 

locally or on a state or federal level.  Cost-benefit analysis is sometimes used loosely as a 

general term covering all types of economic evaluation, but the term is usually restricted 

to those forms of evaluation that place a monetary value on benefits or outcomes. 

Benefits are then usually defined solely in terms of the change in individual well-being 
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that the policy induces and costs are generally measured in terms of the monetary costs of 

resources required to implement the treatment or program (Boadway, 1974; Sen, 2000). 

Many argue CBA is the most comprehensive and theoretically sound form of economic 

evaluation (Johannesson & Jonsson, 1990; Kotchen, 2010), and indicate that the 

theoretical base for the measurement is economic welfare theory (Boadway, 2006; Sen, 

2000). 

 Since costs and benefits are measured in the same units, it is possible to judge 

whether a treatment or intervention is desirable when benefits are greater than costs. 

Having greater benefits, then, is the decision rule in cost-benefit analysis (Johannesson & 

Jonsson, 1990; Torgerson & Raftery, 1999). There are two main approaches to CBA with 

which to measure the benefits and cost: (1) the human capital approach and (2) 

approaches based on individuals' observed or stated preferences. The human capital 

approach, or “implicit valuation” (Craig & Stark, 1997), is based on the fact that humans 

can be expected to yield a flow of productive activity in future years (Craig & Stark, 

1997; Robinson, 1993a; Robinson, 1993b). If the value of this activity in any period of 

time is assumed to be equal to the individual person's rate of pay, then the benefits of 

health care can be measured in terms of the future flow of income that would otherwise 

have been forgone because of ill health (Craig & Stark, 1997; Kornhauser, 2000; 

Robinson, 1993; Torgerson & Raftery, 1999). In other words, the human capital approach 

helps determine the value people attach to their good health from the financial decisions 

they make, or the financial decisions government or other agencies make on their behalf, 

and the impact of those decisions upon their mortality or morbidity.  
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 There are various criticisms of the human capital approach of CBA. As one of the 

first attempts to place monetary values on avoided mortality, CBA led to monetary values 

being placed on human life. Many people have strong ethical objections to this practice 

(Robinson, 1993). Johansson-Stenman (1990) and Kotchen (2010) argue some things are 

priceless and placing an economic value on them is effectively devaluing. Other critics 

claim the use of pay rates as a measure of value neglects the health benefits that accrue to 

people who are not employed, such as non-working wives and retirees (Craig & Stark, 

1997; Robinson, 1993). It also ignores the non-financial costs of pain, suffering, and 

grief, which are often associated with illness (Johansson-Stenman, 1990; Kotchen, 2010).  

 The second approach to CBA is to look at the “individuals' observed or stated 

preferences” (Robinson, 1993). This is also known as “contingent valuation” (Craig & 

Stark, 1997) or the “willingness to pay” approach (WTP) (Craig & Stark, 1997; 

Johannesson & Jonsson, 1990; Robinson, 1993; Torgerson & Raftery, 1999). Developed 

in environmental economics, WTP is now being used in economic evaluations of health 

care. In the context of health, the willingness to pay approach seeks to establish the value 

that people attach to health care outcomes. WTP asks people how much they would be 

prepared to pay to obtain the benefits or avoid the costs of illness, i.e., to reduce the risk 

of death or illness (Craig & Stark, 1997; Drummond & McGuire, 2001; Robinson, 1993; 

Sen, 2000; Torgerson & Raftery, 1999).  

 While the WTP approach to CBA has its advantages, there are several problems 

that arise with it. First, some evaluations derived with this method may actually be a 

reflection of distribution of income, as consumers’ decisions are inevitably constrained 
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by their incomes (Graham, 1981; Kotchen, 2010). Second, there is a range of factors that 

influences people's attitudes to risk and valuation of good health.  The fact that 

willingness to pay presumes that people are aware of and completely understand the risk 

they undertake is a great challenge (Robinson, 1993). Third, one’s willingness to pay is 

not always a good indicator of their ability to pay, which would impact actual cost 

(Kornhauser, 2000). Although CBA has the difficulty of assigning monetary values to all 

pertinent outcomes, it is utilized heavily as a measurement of cost against benefit. 

Cost-Effectiveness analysis 

 Cost-effectiveness analysis (CEA), like CBA, is used when both outcomes and 

cost are expected to differ. CEA measures the cost and savings in predetermined units of 

various health outcomes (Meltzer, 2001). According to Hargreaves (1998), these units are 

physical or natural as opposed to monetary (Hargreaves et al., 1998; Meltzer, 2001). 

Examples of such units when measuring physical health outcomes include body weight 

and number of lives saved.  In terms of mental health outcomes, an example would be the 

utilization of standardized ratings in research. A strength of CEA is that it can be utilized 

in research studies with a randomized experimental design or quasi-experimental design 

to determine impact information (Luce, 1995). In such studies, it has the capability to test 

the relationships between an independent (treatment) variable and a dependent (outcome) 

variable (Rubbin & Babbie E R, 2009). Another strength of CEA is that it could be 

utilized in comparing costs of different treatments that have the same benefits 

(Hargreaves et al., 1998).  
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 There are also some limitations in CEA, chiefly the lack of standards for reporting 

the valuation of health outcomes from the research (Russell et al., 1996; Siegel, 

Weinstein, Russell, & Gold, 1996; Weinstein & Manning, 1996). Although many 

researchers and analysts like the fact the CEA does not require one to express benefits in 

monetary terms (Karoly, Kilburn, Bigelow, Caulkins, & Cannon., 2008), Meltzer (2001) 

sees this as a limitation and argues CEA should not be used since the comparative 

treatments or programs have different health outcomes in the same population. In 

addition, there is great debate in the literature surrounding the theoretical foundations of 

CEA (Brouwer & Koopmanschap, 2000; Luce & Simpson, 1995; Pinkerton, Johnson-

Masotti, Derse, & Layde, 2002). For example, some scholars indicate it is falsely founded 

in welfare economics and misleads decision-makers regarding the benefit they expect 

(Luce & Simpson, 1995; Weiner, 2010; Weinstein & Manning, 1996). CEA is an 

important and heavily utilized evaluation method in social science, but it still has room to 

evolve and debate to maintain its prominence.  

Cost-utility Analysis 

 Cost-utility analysis (CUA) is used when multiple areas of one’s health are 

impacted by either an intervention or treatment program (Craig and Stark, 1997) and 

measured by an array of outcomes. Some scholars indicate CUA furthers the methods of 

cost-effectiveness analysis (Hargreaves et al., 1998). A variety of methods have been 

developed for determining the preferences of patients, such as the Rosser-Watts-Kind 

matrix, which divides health into the two categories of pain and disability (Craig and 

Stark, 1997). An alternative method is the Nottingham health profile, that inquires about 
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disabilities (Robinson, 1993). These health measuring instruments calculate an outcome 

indicator of a person’s unit of wellness, referred to as "utility based" units. It is 

commonly expressed as the quality adjusted life year (QALY) (Craig & Stark, 1997; 

Hargreaves et al., 1998; Robinson, 1993).  

 The primary strength of CUA is that its measurement of QALYs can then be 

utilized to compare different treatments or programs to determine effectiveness and 

efficiency (Pirraglia, Rosen, Hermann, Olchanski, & Neumann, 2004).  This allows for 

comparisons when benefits of services or treatments differ or impact different aspects of 

health: In attempts to determine per dollar invested, the benefit can be measured 

precisely. However, many have criticized CUA, claiming the method of measuring 

chronic treatment as less effective than acute treatment is insensitive to the quality of life 

in the elder population (Nicholls, 1993; Robinson, 1993).  A second limitation is that it is 

difficult to measure the quality of a person’s life, leading critics to question CUAs 

validity, reliability, and credibility (Hargreaves et al., 1998; McGregor, 2003; Nicholls, 

1993). Some scholars have concluded that this has caused the reporting of inaccurate 

results (Neumann, Stone, Chapman, Sanberg, & Bell, 2000; Pirraglia et al., 2004). 

Cost-of-Illness Studies 

 Cost-of-Illness (COI) studies help decision-makers determine the economic 

impact of an illness or condition (typically on a given population, region, or country). It 

measures the economic burden of a disease and estimates the maximum amount that 

could potentially be saved or gained if a disease were to be eradicated. To estimate the 
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economic burden, a comprehensive cost-of-illness study includes both direct and indirect 

costs of the disease or illness.  

 There are two approaches involved in cost of illness studies: the prevalence 

approach and the incidence approach. Prevalence-based studies investigate the fiscal 

amount spent on care for a person with a specific disease for about a period of one year, 

including all medical care costs and morbidity costs (Bloom, Bruno, Maman, & 

Jayadevappa, 2001; Byford, Torgerson, & Raftery, 2000; Finkelstein & Corso, 2003; 

Tarricone, 2006). Prevalence-based studies can be utilized to determine annual budgets 

and future planning because of their one-year monitoring period. Therefore, they tend to 

be in common with CIO studies (Pervin, Gerdtham, & Lyttkens, 2008). An advantage to 

using the prevalence approach is that the epidemiology of the disease does not have to be 

known due to the collection of data over a time period. Incidence-based estimates, on the 

other hand, approximate the cost of the disease over a patient’s lifetime (Bloom et al., 

2001; Byford et al., 2000; Finkelstein & Corso, 2003; Tarricone, 2006). Incidence-based 

studies have the advantage when investigating the effectiveness of a treatment or program 

because they allow for a long term perspective (Finkelstein & Corso, 2003). The chief 

challenge of incidence-based studies is that, given their long-term perspective, they are 

not as convenient and take more commitment to pursue to ensure accurate results.  

 Two types of study designs for COI’s are the top-down approach and the bottom-

up approach.  The top-down approach evaluates a populations’ utilization of services for 

a given diagnosis based on national databases (Batelaan et al., 2007; Pervin et al., 2008; 

Tarricone, 2006). A major limitation to this approach is that it misses a substantial 
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number of people who meet criteria for a particular diagnosis but may not seek treatment 

or services. Batelaan (2007) points out top-down approaches can greatly increase the 

estimated economic cost due to absenteeism or presenteeism.  In the bottom-up approach, 

which tends to be more of a communal or collective, analysis starts with a sample of 

consumers and is based on a diagnostic interview to determine eligibility (Batelaan et al., 

2007; Pervin et al., 2008; Tarricone, 2006). However, it can be a challenge to gather a 

representative sample of the population, allowing for the array of research bias that 

comes from such sampling. 

 Overall, there are a few strengths of COI studies of economic evaluation. First, 

COIs are effective in providing an estimate of the effect of a disease on cost, either in 

general or to a particular treatment or program (Behrens & Henke, 1988). Second, many 

argue that it is preferred to conduct COIs in tandem with other evaluations in order to 

provide a more accurate estimate (Behrens & Henke, 1988; Finkelstein & Corso, 2003; 

Pervin et al., 2008). Therefore, COIs can be used in collaborations with other evaluation 

methodologies such as cost-benefit analysis and cost effective analysis.  

 There are, however, limitations to the use of cost-of-illness studies. COIs can be 

confusing to analyze,which may lead to inaccurate estimates (Bloom et al., 2001; Byford 

et al., 2000; Shiell, Gerard, & Donaldson, 1987). Hodgson (1989) and Pervin (2008) 

conclude the cause of this confusion is that CIOs have no economic theoretical 

foundations from which to operate. Another  limitation is that comparability among 

studies is difficult due to the various methodological implementations of COIs and 

different data for various kinds of diseases (Bloom et al., 2001; Finkelstein & Corso, 
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2003). Some scholars (Bloom, 2001; Tarricone, 2006) suggest there should be 

standardized procedures for executing COI to ensure it as a practical research tool that 

can inform decision makers and stakeholders.    

 These five approaches to cost-outcome analyses differ in the way they deal with 

outcomes. With the simplest approach, cost-minimization, all outcomes are assumed to 

be equivalent and are not included in the analysis. In cost-benefit analysis, outcomes are 

expressed in monetary terms. This approach facilitates comparisons between both similar 

and disparate outcomes but can be limited by difficulties in determining the dollar value 

of all outcomes. Cost-effectiveness analysis measures outcomes that are meaningful and 

can be tailored in a way that is easily transferable in mental health outcomes. Cost-utility 

analysis builds on cost-effectiveness by weighting outcomes by their importance to 

compute an aggregate measure of effectiveness. Cost-of illness measures the economic 

burden of disease and estimates the maximum amount that could potentially be saved or 

gained if it were to be eradicated. 

CONCLUSION 

 In the current geopolitical environment, in which funding has dramatically 

diminished for many social service programs, policymakers and social and behavioral 

scientists  have a significant challenge to advocate for cost effective social welfare 

policies, interventions, and treatments with the best outcomes. In order to advocate 

effectively, it is crucial to understand the components that contribute to the cost of mental 

illness. Greater recognition and understanding of this cost will do three things: (1) 

provide greater insight into the scope and scale of this health problem, (2) identify the 
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amount of human and material resources that should be allocated to address mental 

illness for patients and health care system at large; 3) and help determine the overall 

impact of the cost of mental illness on society at large.  The purpose of this article was to 

provide an introduction to these issues and in doing so provide for researchers and 

clinician greater familiarity with conceptual and theoretical frameworks for 

contextualizing and understanding the relationship between costs and mental illness. 
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CHAPTER 3: ECONOMIC DATABASES FOR PLANNING, 

EVALUATION AND SOCIAL SCIENCE RESEARCH IN MENTAL 

HEALTH: A DISCUSSION OF THE STRENGTHS AND 

LIMITATIONS OF FOUR DIFFERENT DATABASES 

INTRODUCTION 

 

Mental illness generates a combination of direct and indirect costs to families, 

employers, government, and health care organizations. However, there has been only 

limited examination of these related costs and their impact by social work researchers or 

social policy analysts. Part of the reason for the absence of attention by social work 

scientists to the economic costs of mental illness is unfamiliarity with the online mental 

health economic data bases that exist and the sometimes obscure nature of economic 

theory, data, and analytic methods. In addition, social work research has been 

increasingly focused on assessing evidence based practices and clinical outcomes. 

Nonetheless, study of economic data expands our understanding of the quantity, 

availability, costs, and utilization of these evidenced based mental health services and the 

potential fiscal burden to families, government, employers, and insurers. Unless evidence 

based practices also reduce costs or are cost neutral, it seems unlikely there will be 

support for their continued application in the current cost conscious health care 

environment. 

One specific type of online information retrieval system, namely the database, 

may provide health care professionals with an easily accessible source for obtaining 

mental health economic data. The intent of this article is to identify and describe the four 

major databases that address aspects of mental health economics: National Association of 
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State Mental Health Program Directors Research Institute Data Base (NRI); Medical 

Expenditure Panel Survey (MEPS); Healthcare Effectiveness Data and Information Set 

(HEDIS), and the National Health Interview Survey (NHIS). Information about the extent 

and quality of these databases is often unknown to and underutilized by social work 

researchers. 

Health-care decision-makers increasingly require and utilize economic and 

clinical evidence to support the inclusion of evidenced based behavioral health 

interventions in their health care plans.  Recent studies have shown that decision-makers 

value such databases because they collect, identify, summarize, and analyze massive 

amounts of service evidence from an economic or direct cost perspective (Hoffman C, 

Nixon J, Stoykova BA, et al.,2002; Nixon J, Phipps K, Mugford, M, et al,2003). These 

data are useful in deciding whether to continue financing specific behavioral health 

interventions based on their direct and indirect costs and not only on their reported 

clinical outcomes. Health plans are interested in quality outcomes at the lowest price. 

Although several reviews of electronic databases have been undertaken and 

recently published, and recent research reveals more of the relative merits of economic 

evidence in health care decision-making, little work has been undertaken to assess the 

merit of the actual economic databases available to social science researchers (Royle P, 

Waugh N., 2003; Sassi F, Archard L, McDaid D.,2004).  

This article will examine the four database sets and compare, contrast, and, 

critique their relative value in increasing the understanding of the direct and indirect cost 

of mental illness. The intent of this article is to determine the utility and ease of 
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applicability of these datasets as a basis for increasing knowledge about the costs of 

mental illness. The increasing importance of information on cost effectiveness has been 

recognized by the U.S. Public Health Service (PHS) and will be an integral part of 

monitoring the efficacy of any national health reform policy (Gold, et al., 1996; 

Weinstein, et al., 1996; US Dept. of Human Services, 2001).  Having access to reliable 

information on the cost effectiveness of competing evidence based mental health 

practices is therefore important to decision makers and researchers in the social work 

sciences. 

BACKGROUND AND CONTEXT 

Mental health economic analyses can be executed utilizing databases and clinical 

studies. Five types of economic studies that can be conducted using these databases 

include cost-minimization analysis; cost-benefit analysis; cost-effectiveness analysis; 

cost-unit analysis; and cost-of-illness studies. In support of these methods, Arnold, et al., 

(1999) indicates that databases are more appropriate for cost-effectiveness as opposed to 

other approaches such a Randomized Clinician Trials (RCT). This agrees with Garrison, 

et al., (2007) who concluded that RCT measures efficacy and not effectiveness. Also they 

indicated database research can provide “real-world” information as opposed to RCTs. 

Cost-effectiveness analyses investigates the data in such a manner that can be used as a 

scale to apply in practical applications (Arnold, et al., 1999).  These analyses are a better 

fit for decision-makers in behavioral health care plans and policies since they are more 

likely to reveal economic costs associated with specific evidenced based interventions.  
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STUDY CRITERIA 

Each of the 4 databases found were read and their reference lists were checked for 

further relevant information and publications. Because the 4 databases include some 

unique elements, an initial descriptive classification scheme that relies on their content 

was used for comparison. The four databases chosen [National Association of State 

Mental Health Program Directors Research Institute (NRI); Medical Expenditure Panel 

Survey (MEPS); Healthcare Effectiveness Data and Information Set (HEDIS), and the 

National Health Interview Survey (NHIS)] are described and summarized briefly in Table 

6. Relevant web links and web resources were included. 
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Table 6: Categorical Types of Databases 

 

Databases Description Categories of 

Information 

Mental 

Health 

Economic 

Data 

Internet address 

Healthcare 

Effectiveness  

Data and 

Information 

Set (HEDIS) 

Compare 

health plans 

for employers 

and 

administrators 

Access to 

care, 

consumer 

satisfaction, 

and quality 

-Mental 

illness 

follow-up 

rates 

- 

Management 

of 

psychotropic 

meds.  

www.ncqa.org/tabid/5

9/Default.aspx 

 

National 

Association 

of State 

Mental 

Health 

Program 

Directors 

Research 

Institute 

(NRI) 

Compiles data 

on various 

aspects of state 

mental health 

system in all 

50 states and 

some 

territories.   

State mental 

health 

financing, 

staffing, 

clinical 

services, and 

interactions 

with other 

public service 

systems 

-state mental 

health 

authorities 

revenue and 

expenditures 

-financials for 

state hospitals 

and 

community 

programs 

www.nri-inc.org 

 

National 

Health 

Interview 

Survey 

(NHIS) 

Provides a 

broad range of 

health topics 

collected 

through 

personal 

household 

interviews 

Health 

conditions, 

activity rates, 

hospitalizatio

n, bed rates, 

work-loss 

days, school 

loss days, and 

physician 

contact  

-rates of 

contact with 

Mental 

Health 

Professional 

www.cdc.gov/nchs/nhi

s.htm 

 

Medical 

Expenditure 

Panel Survey 

(MEPS) 

Estimates 

health care 

access, 

coverage, cost 

and utilization. 

Health care 

expenditures 

and utilization; 

sources of 

payment, and 

insurance 

coverage. 

Percentage Of 

The U.S. 

Population 

With A 

Mental 

Health 

Diagnosis 

www.meps.ahrq.gov/

mepsweb/index.jsp 

 

http://www.ncqa.org/tabid/59/Default.aspx
http://www.ncqa.org/tabid/59/Default.aspx
http://www.nri-inc.org/
http://www.cdc.gov/nchs/nhis.htm
http://www.cdc.gov/nchs/nhis.htm
http://www.meps.ahrq.gov/mepsweb/index.jsp
http://www.meps.ahrq.gov/mepsweb/index.jsp
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TYPES OF DATABASES UTILIZED IN MENTAL HEALTH ECONOMICS 

Healthcare Effectiveness Data and Information Set (HEDIS) 

HEDIS, which is created and updated by the National Committee for Quality 

Assurance (NCQA) is a tool that companies within the managed care sector utilize 

(NCQA, 2011). In addition, it can be a means of comparing national healthcare plans and 

monitoring those plans on an annual basis.  In addition to the NCQA monitoring HEDIS, 

NCQA provides accreditation for health care plans and combined to reimbursement for 

services as an incentive for health plans to supply data to the HEDIS (NCQA, 2006). This 

program is specific for reimbursement for Medicare consumers with the Medicare 

Advantage program. 

In terms of the history of HEDIS, Mainous & Talbert (1998) indicate that in 1991 

the original name was the "HMO Employer Data and Information Set”.  Then in 1993, 

the name was updated to the "Health Plan Employer Data and Information Set" 

(Schauffler and Rodriguez, 1996).  "HEDIS" is an acronym for "Healthcare Effectiveness 

Data and Information Set"(NCQA, 2009).  

In the literature, some advantages are noted for utilizing HEDIS to conduct 

economic analysis. In addition to their endorsement, The Institute of Medicine (IOM) 

reports the HEDIS constructs are chosen after a "rigorous" process (IOM, 2007) which 

increases value in the decision-making. Scanlon (2001) indicated HEDIS data has an 

advantage of measuring the performance of a managed care organization, which would 

be helpful to consumers and policy makers. There were also a few articles that suggest 
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HEDIS was advantageous for determining cost-effectiveness of health care plans and 

services (Neumann & Levine, 2002; Ware et al., 2003; Rost et al., 2005).  

However, there are some limitations to the utilization of HEDIS in economic 

analysis. Mainous (1998) indicated HEDIS was limited in the quantitative information it 

provided in relation to populations with severe diseases. This limitation may be due in 

part to the fact that the processes HEDIS uses to measure plan performance and outcomes 

are not as accurate as claimed. In fact, Epstein (1995) believes the HEDIS standards 

should be considered as “very controversial” (p.58). Kuttner (1998) agrees with Epstein’s 

assessment and reports there is a possible conflict of interest because NCQA works in 

close proximity with the managed-care sector. NCQA not only seeks to develop and 

impose standards for measuring performance in the industry, it also seeks to accredit [for 

a fee] the same organizations that utilize their standards. This dual role for NCQA raises 

questions about conflict of interest and the extent to which the measures can be seen as 

valid and reliable or the accreditation process as objective. These questions about 

validity, conflict of interest, and objectivity bring into question the validity of HEDIS’s 

annual performance reports. To address these issues, a 2001 Institute of Medicine report 

noted that "there is incomplete reporting of HEDIS measures and health plans resulting in 

lack of representativeness at the national level” (IOM, 2001, p. 205). 

In terms of mental health data, HEDIS measures focus on follow-up after “mental 

hospitalization, duration of antidepressant treatment, and the number of practitioner 

contacts” (Druss, 2006, p. 619). These scores assist in the monitoring of direct costs of 

mental disorders in terms of quality of care and ensure good value is being purchased 
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which may translate into improved access to care. Specifically, for example, HEDIS can 

be used to measure the quality of care of those that are diagnosed with depression.  

One example of how HEDIS is used is its monitoring the direct cost of 

depression. The World Health Organization (WHO) estimates that about 340 million 

people worldwide suffer from an episode of major depression each year. Out of all the 

mental health disorders, major depression is the second leading cause of disability and 

premature mortality in the United States (Surgeon General Report's, 1999).  Greenburg 

(1993) calculated that depression in the United States is costing approximately $43.7 

billion annually. Estimates were based on direct costs of medical, psychiatric, and 

medication, whereas indirect costs were based on loss of productivity due to absenteeism. 

Some reports that are generated in HEDIS are as follow in Tables 7 and 8:  

Table 7: 2011 HEDIS  measures 

 

(Adapted from Fallon Community Health Plan (2011)) 

Depression 

Measure Care,  screening, or test needed 

Antidepressant medication management 

 

 

 

Ages 18 years and older 

Adults newly diagnosed with depression and 

treated with an antidepressant who received the 

following: 

 

    * Effective acute phase: filled sufficient 

number of Rx to allow for 84 days of 

continuous therapy. 

 

    * Effective continuation phase: filled 

sufficient number of Rx to allow for 180 days 

of continuous therapy.  

To qualify as a new diagnosis, 2 criteria must 

be met: 

 

    * A 120-day (4 month) negative diagnosis 

history on or before the start date 

    * A 90-day (3 month) negative medication 

history on or before the start date 
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Table 8: 2011 HEDIS  measures 

(Adapted from Fallon Community Health Plan (2011)) 

Mental Illness 

Measure Care,  screening, or test needed 

Follow-up after hospitalization for mental 

illness 

 

Age 6 and over 

Patients discharged from an inpatient 

mental health admission and receive: 

 

    * One follow-up encounter with a 

mental health provider within 7 days after 

discharge. 

    * One follow-up encounter with a 

mental health provider within 30 days after 

discharge. 

 

Medical Expenditure Panel Survey (MEPS) 

The MEPS consists of three interrelated surveys: the Household Component, the 

Medical Provider Component, and the Insurance Component. The first component, 

MEPS Household, focuses on “non-institutionalized populations” to estimate their 

utilization of health services and expenditures, with its associated cost of insurance. 

(MEPS, 2011; Cohen, 2002).  

The second component, Medical Provider, assesses the cost of services provided 

to patients by examining the type of payment (i.e. private pay, insurance or third party) 

and the expenditure to supply services. This information is made available by the 

physicians, medication suppliers, and their facilities. Cohen (2004) indicates that medical 

expenditures data would be more accurate from the providers themselves rather than it 

coming from self-reporting by consumers. Rubin & Babbie (2010) agree with this 

concern, as they indicate a major limitation to self-reporting is that selective memory may 
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cause the respondent to not accurately recall how events occurred, which would 

adversely affect the cost estimates. 

The final section is the Insurance Component (IC). This survey collects data from 

a sample of employers regarding the range of health insurance plans that are offered to 

employees. In addition to plans, the IC collects such items as benefits, deductibles, and 

demographics of the employers.  As with the other components, IC data is also readily 

available online. 

MEPS data is housed in the Agency for Healthcare Research and Quality 

(http://www.meps.ahrq.gov/mepsweb/), which is part of the U.S. Department of Health & 

Human Services. According to the website, in 1977 the survey was first called National 

Medical Care Expenditure Surveys (NMCES), which even back then had the same three 

components with 14,000 respondents. Then in 1987 it was named the National Medical 

Expenditure Survey (NMES) and 16,000 responded to the survey. And finally the current 

form of the data was named the Medical Expenditure Panel Survey in 1996, which was 

created to significantly increase the accuracy and timing of the information (MEPS, 

2010). For a more detailed description of the evolution of the MEPS, the website 

provides a vast amount of information and explanation far beyond the scope of this 

article. 

To highlight the profound influence MEPS has on a national scale as a rich 

resource for data regarding economic trends, the MEPS website lists both private and 

public sector institutes that have utilized it in reports. Table 9 lists those institutes named 

on the MEPS website: 
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Table 9: Public and Private Sector institutes  

(Adapted from http://www.ahrq.gov/about/cj1999/meps99.htm (1999)) 

Public Sector Private Sector 

Office of Management and Budget 

Congressional Budget Office 

Physician Payment Review Commission 

Prospective Payment Assessment 

Commission 

Treasury Department 

RAND, Heritage Foundation 

Lewin-VHI 

Urban Institute 

 

In terms of mental health, MEPS can be utilized to track trends in economic cost 

in several ways.  Egede, et al. (2002) investigated the relation between depression and 

health care use and expenditure with MEPS. They concluded individuals with depression 

combined with a health issue were 4.5 times more likely to have higher total health care 

than individuals without depression (Egede, et al., 2002).  From a macro perspective, 

MEPS can mark trends of mental health services utilization over a period of time 

(Zuvekas, 2001; McKusick, 2002). Specifically, McKusick (2002) calculated the 

spending on mental health in terms of insurance benefits and out-of-pocket expenses. 

These trends in MEPS are not only available for adults but children as well (Ringel & 

Sturm, 2001). If disease specific research is necessary, MEPS is accommodating to 

provide such data (Druss, et al, 2001). For instance, Druss, et al. (1999) estimated the 

medical cost of patients with depressive symptoms. They concluded medical costs for 

http://www.ahrq.gov/about/cj1999/meps99.htm
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respondents with more symptoms were approximately $3,200 greater than medical costs 

if respondents had less significant symptoms, however, mental health expenditures were 

not statistically significant when related with depressive symptoms (Druss, et al., 1999). 

Finally, with MEPS, addressing the cost of mental health treatment expenditures for the 

US population is also possible. Many different types of mental health providers supply 

data to MEPS, for example, General hospitals, Specialty hospitals, Psychiatrists, non-

psychiatrists, other professionals, free-standing nursing homes, Free-standing home 

health organizations, and Multiservice mental health organization (Mark, et al., 2007). In 

conclusion, MEPS is a very effective tool in discovering trend over the course of time. 

National Association of State Mental Health Program Directors Research Institute 

(NRI) 

The National Association of State Mental Health Program Directors Research 

Institute (NRI) is primarily responsible for collecting data on public mental health 

systems in every state in the US and its territories around the globe. In addition, to 

collecting the data NRI conduct extensive research on the systems and creates reports on 

the various aspects of the states’ mental health systems. These reports aid in the 

leadership and guidance of systems and set the tone for policy which would impact those 

who utilize the public health systems.  

NRI started in 1987 and compiles various forms of data on mental health systems 

such as financing, staffing, clinical services, deaths, admissions, re-admissions and 

interactions with other public service systems (NRI, 2011). As a result of the data, 
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research reports and products are reproduced with the intention of aiding those 

responsible for managing the state mental health systems, law makers, and stakeholders. 

In terms of research, NASMHPD Research Institute, Inc. (NRI) conducts the  

research on behalf of National Association of State Mental Health Program Directors 

(NASMHPD),  which is the organization that consist of state mental health 

commissioners/directors and their agencies (NRI, 2011).   

There are three main areas of focus for the NRI in terms of research, which 

include examining the Core Measures for Hospital Based Inpatient Psychiatric Services; 

Transformation; and Science and Services. These areas of research activity provide a 

wealth of economic data as it is related to mental illness that can be utilized in various 

manners. The following will describe each research area and connect it with relevant 

mental health economic data for the field. 

The Core Measures for Hospital Based Inpatient Psychiatric Services is a federal 

effort by the Joint Commission to have uniform measures of care for patients for all free 

standing psychiatric hospitals. The Joint Commission is the accreditation body of 

healthcare organization in the United States. Being in existence for over 60 years it 

examines clinical care standards for more than 18,000 health care organizations and 

programs. In terms of the Core Measures for NRI, according to the Joint Commission 

website, there are seven core points that are measured in free standing psychiatric 

hospitals:  1)Screening for risk of violence to self, risk of violence to others, substance 

use, psychological trauma history, and patient strengths; 2) Restraint hours; 3) Seclusion 

hours; 4) Patients discharged on multiple antipsychotic medications; 5) Patients 



 72 

discharged on multiple antipsychotic medications with appropriate justification; 6) Post 

discharge continuing care plan created; and 7) Post discharge continuing care plan 

transmitted (Joint Commission, 2010). 

In terms of economic cost there are two core measures that are relevant to this 

article: patients discharged on multiple antipsychotic medications and post discharge 

continuing care plan. These two forms of data could be very useful in understanding the 

economic cost of mental illness and possibly provide avenues to monitor or control the 

cost. For instance, consumers who were released with multiple antipsychotic 

medications, recent studies have found that 30-50% of inpatients who were prescribed 

antipsychotic were more likely to receive at least 2 types of medication (Ganguly et al., 

2004;Covell et al., 2002). The Joint Commissioners report that Jaffe and Levine (2003) 

estimated 4.6% of patients would receive up to 3 or more medications (Joint 

Commission, 2010).  In addition, in 2001, it was estimated that medications accounted up 

to 21% of the total direct cost of specialty mental health services and has likely increased 

as they become a more prominent method of treatment (Druss, 2006, Mark et al., 2007). 

Due to this rising cost of medications The Joint Commission was a consortium of 

organizations who advocated decreasing the practice of over-prescribing meds upon 

discharge (Joint Commission, 2010).  Therefore, having the capacity to track and 

measure the data on utilization of medication by free standing psychiatric hospitals thru 

the NRI database could possibly aid in advocating for reducing over-prescribing and 

possibly decreasing the economic cost of mental illness. 
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The “post discharge continuing care plan” measure is defined by the NRI as 

“Percent of clients discharged with a continuing care plan created that includes all of the 

following: reason for hospitalization, discharge diagnosis, discharge medications, and 

next level of care recommendations” (NRI, 2010). Research studies have concluded that 

readmitted rates for mental health patients with certain diagnoses are very high and costly 

(Druss & et al., 1999; Bhugra1 & Flick, 2005). Having data on the percentages of clients 

that were discharged with a continuing care plan could help manage the readmission 

process and provide savings in terms of manpower and medications if previous care 

instructions are available through the NRI database. 

The next research focus of interest in the NRI database is its Science and Service 

division. In an effort to assist in producing efficient and effective care, research, and 

policy to understanding mental illness, NRI services brings research results to the states 

and the public on an array of mental health cost issues. As a result there are many 

different types of research projects and reports which NRI provides that are of interest. 

For instance, the NRI provides information on the “State Mental Health Agency Profiles 

Systems (Profile) and Revenues Expenditures Study”.  The NRI website describes State 

Profiles as “provide descriptions of each SMHA's organization and structure, policy 

issues, number of consumers served, fiscal resources, consumer issues, information 

management systems, and the research and evaluation they conduct” (NRI, 2011).  

From this profile system there is the option to build a variety of reports. One such 

report specific to mental health economics is Revenue and Expenditures report. This 

provides the state mental health agency (SMHA) expenditures in actual dollars and 
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expenditures per capita. For instance, Table 10 shows the total expenditures and per 

capita for the state of Texas in fiscal year 2005.  

Table 10: Texas Department of State Health Services  

Revenues and Expenditures (FY2005) Dollars 

Total Mental Health Agency Controlled 

Revenue 

$832.2 million 

Revenue from Medicaid $186.3 million 

Expenditures for Community Mental Health 

Services (66% of total Mental Health Agency 

Revenues) 

$503.6 million 

Per Capita State Mental Health Expenditures $36.47 

*(NRI, 2011) 

 The NRI website also provides other forms of revenue and expenditure reports as 

it relates to the state mental health agencies. For instance, one can access the Revenues 

and Expenditures Data from 1997 to 2007 online. This data is available in terms of total 

expenditures; Community Mental Health Expenditures; State Psychiatric Hospital 

Expenditures; or Expenditures by Type of Mental Health Service. Additionally, there is a 

report that monitors the expenditures by state indictors such as state mental health 

expenditures; Per Capita Expenditures by Population Density; and Expenditures by 

Median Household Income.  Finally, the database reports on the expenditure spent on 

adults and children per state. In conclusion, the NRI database has a vast amount of 

economic data as it relates to revenue and expenditures for state mental health agencies.  
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National Health Interview Survey (NHIS) 

The National Health Interview Survey is conducted by the National Center for 

Health Statistics, Centers for Disease Control and Prevention. Primarily, it is an annual 

household survey that serves as the primary source of information on the health of the 

non-institutionalized, civilian population in the United States (CDC, 2011). This 

database, which began in 1957, in its current version is based on  the Basic Core 

Questionnaire (Family, Sample Adult and Sample Child surveys) as well supplements 

components (CDC, 2002). The NHIS consists of two parts: 1) topics surrounding health 

and demographic and 2) supplemental surveys related to specific health topics such as 

cancer (CDC, 2002).  

The survey was launched by an act of Congress in 1956 "to produce statistics on 

disease, injury, impairment, disability, and related topics on a uniform basis for the 

Nation” (CDC, 2011). On an annual basis adults are surveyed adult about their personal 

health and that of their children that live with them. The Basic Core four main areas: 

“hospitalizations; use of services provided by, or under the supervision of physicians; the 

effects of health on functioning, such as in limiting work or limiting activities; and the 

presence of chronic conditions” (Fowler, 1996). Subsequently, families can be surveyed 

utilizing the supplemental questionnaires as a follow-up to ensure all pertinent 

information is collected (Fowler, 1996).   

In terms of mental health, NHIS can play a key role in further knowledge of 

understanding the underpinning economic cost of mental illness. Although NHIS does 

not provide explicit economic data, it can be used within the framework of an economic 
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equation to provide valuable insight. This is done by providing two forms of mental 

health data: prevalence rates and the indirect variable of inactivity.  Here are some 

examples: Goetzel, et al. (2004) reported on the productivity cost burden of mental health 

conditions affecting U.S. employers. According to their findings they suggest the most 

costly mental health disorders were: bipolar disorder; depression; and depressive episode 

in bipolar (Goetzel, et al., 2004). These findings were calculated by utilizing NHIS data, 

demonstrating its applicability in mental health economics to develop estimates.  

 In terms of trends and NHIS data, Larson, et al. (2001) utilized the NHIS to 

examine prevalence rates of mental retardation and developmental disabilities and 

Mojtabai (2005) examined the trends in consumer contact with mental health 

professionals as it relates to any corresponding cost as barriers to accessing care, 

whereas, Druss and Rosenheck (1999) studied the relationship between health care costs 

and depression. Furthermore, studies have been conducted to determine mental health 

service utilization rates for different ethnic and racial differences (Diala & et al., 2000) 

and exploring mental health disparities of people of African descent (Alegría & et al., 

2003). A final economic study investigated the interaction between income and child 

mental health (Currie and Lin, 2007). In conclusion the NHIS is better as a tool to be 

utilized in conjunction with other economic data to draw conclusions on rates, trend, and 

help to better understand the indirect cost of absenteeism and presenteeism. 
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DISCUSSION 

To properly utilize databases in research there are many considerations that must 

be identified to get the most usage. The Advisory Panel Report of the International 

Society for Pharmacoeconomics and Outcomes Research (ISPOR) identified a checklist 

that addresses how to think about utilizing databases in studies. They indicate the 

research question must drive the type of database that will be used (ISPOR, 2011).  

Meaning, depending upon what is being studied will determine which database will be 

best suited to answer the research questions. This is evident during the research for this 

article. It is quite clear each of the four databases has a unique strength in terms of its 

feasibility in estimating the economic cost of mental illness. Whereas NHIS is preferred 

in developing trends from a micro perspective, NRI is more suited for a macro 

perspective, of which would stem from the research question being investigated. 

 In relation to determining the research question, it is important to also decide what 

economic evaluation method would be used on the data from the corresponding database. 

There are generally five methodological approaches used to determine and evaluate 

mental health costs: cost-minimization analysis; cost-benefit analysis; cost-effectiveness 

analysis; cost-unit analysis; and cost-of-illness studies. These five approaches to cost-

outcome analyses differ in the way they deal with outcomes. With the simplest approach, 

cost-minimization, all outcomes are assumed to be equivalent and are not included in the 

analysis. In cost-benefit analysis, outcomes are expressed in monetary terms. This 

approach facilitates comparisons between both similar and disparate outcomes but can be 

limited by difficulties in determining the dollar value of all outcomes. Cost-effectiveness 
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analysis measures outcomes that are meaningful and can be tailored in a way that is 

easily transferable in mental health outcomes. Cost-utility analysis builds on cost-

effectiveness by weighting outcomes by their importance to compute an aggregate 

measure of effectiveness. Cost-of illness measures the economic burden of disease and 

estimates the maximum amount that could potentially be saved or gained if it were to be 

eradicated. These methods are not mutually exclusive, but they portray different methods 

of calculating various aspects of the economic cost of mental illness. Used in tandem, 

these types of evaluation will allow for the most comprehensive evaluation. 

A final area of consideration in using databases in economic evaluation of mental 

illness is bias within the database. The Advisory Panel Report of the International Society 

for Pharmacoeconomics and Outcomes Research (ISPOR) again identify 5 forms of bias 

that research must be aware of when executing a database analysis. They list them as 

selection bias, bias from censoring of data, measurement error bias, misspecification bias, 

and investigator bias/ obsolescence bias (ISOR, 2011). It is important to have a clear 

understanding of how each can impact the studies validity, reliability and 

generalizability.  

CONCLUSIONS 

The use of large datasets to estimate the costs of mental illness, assess effective 

interventions, and inform and advocate for policy change is a growing interest for policy 

makers and stakeholders.  Therefore, there is a subsequent need to understand and 

determine what databases exist that can be of use to social scientists and specifically 

social workers. As the concern of raising health and mental health costs continues to 
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increase, understanding the data and where the data exist to help implement change is 

crucial for the advancement of the field of human behavior science.  
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 CHAPTER 4: IMPACT OF PER CAPITA EXPENDITURES BY STATES ON 

TYPES OF INPATIENT PSYCHIATRIC ADMISSIONS:  AN EXPLORATORY 

STUDY 

INTRODUCTION 

In the United States, the demand for mental health services provided at the state 

and local level is increasing in almost direct proportion to the decrease in economic 

growth and employment (Catalano & Hartig, 2004).  However, state supported mental 

health services are facing a crisis as a result of inadequate funding and diminishing tax 

revenues, critical workforce shortages, and exponential growth in Medicaid costs.  To 

offset the revenue shortages state legislatures adopted a number of severe financial and 

service reduction policies and strategies. For instance, 53% of states reduced funds to 

community mental health providers; 40% reduced community mental health services; 

53% cut or restricted the number of people served in the community; 10% cut prevention 

services; and 9 states increased the use of psychiatric emergency services in lieu of other 

services (NRI, 2010). Some studies suggest that variations in the number and types of 

psychiatric admissions of persons with severe mental illness may gauge the functioning 

of the public mental health system (Catalano, R.F., McConnell, W., Forster, P., 

McFarland, B., & Thornton, 2003). However, whether there is a relationship between 

reductions in funding and variations in types of inpatient psychiatric admissions is 

unclear. Considering that states voluntary collect data, it is unclear whether data gathered 

by the individual states allows for cross state comparisons, or inferences, or in-state 

planning.   
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Hence, the purpose of this exploratory study is two-fold. First, the intent is to 

examine how the number and types of inpatient psychiatric admissions are influenced by 

changes in the general fund budgets of state mental health authorities [SMHA].  It 

examines the relationship between per capita state expenditures and three types of 

inpatient psychiatric admissions: voluntarily admitted, involuntarily civilly committed, 

and involuntarily criminally committed. The second purpose is to critically analyze the 

financial data gathered by the states; the definitions that are used to determine the 

financial sources of SMHA; and the sources of data to determine the extent or limits to 

which inferences can be made about the causal relationship between financial changes 

and outcomes across all 50 states. 

BACKGROUND 

According to the Center on Budget and Policy Priorities in 2010, 46 out of the 50 

states faced major budget shortfalls. McNichol, Oliff, and Johnson (2011) calculated that 

the total state budget shortfall for 2010 was $191 billion and estimated 2011 and 2012 to 

be $160 billion and $140 billion, respectively.  Scheppach (2011) estimated that overall 

state revenues were down 3.9 percent in the last quarter of calendar year 2008, and 11.5, 

16.5, 11.4, and 4.0 percent for the four quarters of 2009. He also believes that “states will 

not fully recover from this recession until late in this decade” (p. 1).  This declaration is 

also echoed by Boyd (2009) of the Rockefeller Institute of Government who reports that 

state tax revenues take several years to recover from a shortfall of this magnitude.  

 As the states’ budget crisis deepens, it is important to examine the impact on 

human services generally and demand for mental health services specifically. Public 
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mental health services are usually funded by state legislatures through appropriations to a 

single state mental health or behavioral health authority (SMHA). In addition, the SMHA 

is the entity that administers the Federal Community Mental Health Services Block Grant 

and “is responsible for planning, organizing, contracting, and financing comprehensive 

community mental health services at the local level and in state operated inpatient 

facilities” (Lutterman, 2003, p.3). SMHAs increasingly rely on a complicated but 

fragmented set of state, federal, local, and private funding sources and regulations to 

underwrite mental health services to individuals with mental illnesses (Lutterman, 2003).  

Since 1950, the proportion of state expenditures has shifted increasingly towards support 

of community based services versus state hospital care (Frank & Glied, 2006). This 

recent trend in funding community based services may be in jeopardy if the states are 

unable to generate greater revenue in the short term. About 78% of SMHA’s reported 

budget cuts in 2010; they estimate reductions of 80% and 51% in 2011 and 2012, 

respectively (NRI, 2010). In terms of actual dollar amounts in 2009, SMHAs reported 

over $660 billion in cuts, $816 billion in 2010, and $645 billion in 2011, totaling over $2 

trillion in budget cuts in a 3 year period (NRI, 2010). 

Recent reductions in both state expenditures and revenues that result in reductions 

in available services are projected to increase both voluntary and involuntary inpatient 

psychiatric admissions. Manderscheid, Atay, & Crider (2009) reported that inpatient 

psychiatric admissions increased 21% from 2002 – 2005, reversing a long term pattern of 

declining admissions. Data that supports a relationship between a decrease in economic 

growth and an increase in psychiatric admissions can be helpful in developing, planning, 
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and evaluating public mental health policy for the remainder of the decade. If a 

relationship is found, then states will need to decide whether to expand inpatient 

psychiatric services in response to increased demand or continue shifting their budgets to 

support community based services. A potential barrier however is the quality of the 

financial data that states collect. 

In the literature, one recent study, Bruckner, Yoon, Brown, and Adams (2010) 

examined the relationship between the incidence of involuntary commitments in 

California’s state psychiatric hospitals and an increase in new tax revenues of $3.2 billion 

for county mental health systems. They hypothesized that the monthly involuntary civil 

commitments rate would decrease after applying this new tax. Bruckner & et al., (2010) 

discovered that fewer expected involuntary commitments occurred during fiscal year 

2008–2009. Their study seems to suggest that there is an inverse relationship between 

changes in revenue and inpatient psychiatric admissions. As the level of funding 

increases the demand for involuntary services declines. The additional funding seems to 

increase the discharge rate of state facility patients and increase the allocations to 

alternative ways of helping them live within a community setting (Bruckner et al., 2010).  

RESEARCH HYPOTHESES 

 The number and types of psychiatric admissions of persons with severe mental 

illness may gauge the functioning of the public mental health system as well as the 

overall economic stability of a state (Catalano & et al., 2003). However, there is a paucity 

of research that examines the relationship between reductions in funding and variations in 
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admissions. In order to clarify that relationship, this exploratory study tests the following 

hypotheses to satisfy the first purpose discussed earlier: 

Hypothesis 1a: As state level expenditures increase voluntary admissions will increase. 

Hypothesis 1b: As state level expenditures increase involuntary criminal commitments 

will decrease. 

Hypothesis 2a: As state level expenditures decrease voluntary admissions will decrease. 

Hypothesis 2b: As state level expenditures decrease criminal commitments will increase. 

Figure 3 summarizes the model used to develop the hypotheses. The model shows 

that the amount of expenditures state mental health authorities (SMHA) depends on the 

available revenue the state legislature allocates to human services from taxes and fees. 

According to the NRI, each state mental health authority then determines what 

percentage of their budget is allocated for community based services, inpatient 

psychiatric services, or administration.  For example, in the 2007 fiscal year the Texas 

mental health authority used 58% of its total state budget for community mental health 

service. This is different from the California mental health authority that used 81% of its 

budget allocation for its community mental health services expenditures. The level of 

allocations to the state mental health authority is hypothesized to influence the number 

and types of psychiatric admission (See hypothesis 1). As the total amount of 

expenditures increases, the amount of voluntary admissions to state psychiatric hospitals 

will increase. However, if there is a decrease in state expenditures, there is an inverse 

effect in that voluntary admissions will decrease and involuntary commitments will 

increase.  
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Figure 3. Flow Model of Revenue and Expenditure Relationship with Psychiatric 

Admissions Types 

 

 

 

 

 

 

   

 

 

METHODS 

 Study Design and Sample 

This study employed a secondary data analysis of the National Association of 

State Mental Health Program Directors’ Research Institute (NRI) database. Financial and 

user data on all 50 states plus Washington D.C. were drawn from the State Mental Health 

Profiles Reports (SMHP) system.  

One aim of this study was to examine how the changes in state per capita funding 

over time are related to the level/types of psychiatric admission during the same period. 

The study was designed to utilize NRI data for every year from 2001 to 2010 as a way to 

fully capture the change in funding over the course of a decade. However, NRI the major 

source of state data, randomly gathered and reported data for 2001, 2002, 2004, 2005, 

2007, and 2009. To overcome this gap in data and provide a snapshot of change over a 
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broad stretch of time, it was decided to compare fiscal year 2001 against fiscal year 2009. 

These two years were chosen for two reasons: 1) the eight year span of time is sufficient 

to reflect changes in per capita funding and admissions; and 2) the US economy and state 

revenues have dramatically changed from 2001 to 2009 where most states experienced 

severe economic slowdowns.  

 Measures 

 Psychiatric Admissions. The dependent measure of inpatient psychiatric 

admissions was measured by three variables: Voluntary admissions, Involuntary Civil 

Commitments, and Involuntary Criminal Commitments. These variables are the actual 

numbers reported by the states for 2001 and 2009 in the NRI State Mental Health Profiles 

Report. The report indicates the total number of additions during the fiscal year to 24 

hour state psychiatric hospital inpatient care. The number of admissions for each variable 

was derived by multiplying the total number of additions by the percentage for each 

category provided by the “Policy” report produced by the NRI “State Profile Data and 

Reports Database”. This represented the total of inpatient psychiatric admissions for 

Voluntary admissions, Involuntary Civil Commitments, and Involuntary Criminal 

Commitments, individually.  

o Voluntary Admission. – Although each state has a specific definition of 

voluntary admission, for this study, it is measured as the number of 

persons who self-admitted to an institution for psychiatric evaluation and 

treatment as shown on the last day of the fiscal year. 

 

o Involuntary Civil Commitment. – is defined as the number of individuals 

believed to have a mental illness and forcefully detained to a psychiatric 

hospital by judicial means as shown on the last day of the fiscal year. 
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o Involuntary Criminal Commitment. – the number of individuals committed 

to a psychiatric hospital from a criminal prosecution because of an 

insanity plea or because the person being prosecuted lacks what is called 

competency to stand trial and counted on the last day of the fiscal year  

 

State Mental Health Authority [SMHA] Expenditures – The first aim examines the 

total funds available for mental health services over which SMHAs are assumed to have 

direct managerial control and responsibility. Hence the independent measure of SMHA 

State Expenditures is measured by the Per Capita State Mental Health Expenditures. 

These funds are calculated in the NRI 2007 State Mental Health Agency Profiles Systems 

(Profile) and Expenditures Study report.  The profile system report is used to build a 

secondary report that focuses on mental health economics. The Expenditures Study 

reports provide per capita expenditures controlled by all state mental health authorities 

(SMHA). It does not report on all expenditures for mental health by state governments, 

but instead focuses on the expenditures and funding sources of the single designated 

mental health authority in each state. The funding sources under SMHA control include 

state general funds, state special appropriations, federal mental health block grant funds, 

Medicaid and Medicare revenues to SMHA-operated programs, other federal funds (such 

as research and demonstration grants), state- required local government “Match” funds, 

and various first and third party reimbursements, payments, or fees (Lutterman, 2003; 

Berhane, 2010). However, it is unclear whether each state’s reports are based on the same 

fiscal source. Excluded from SMHA control are funds from non-SMHA sources received 

by local community mental health programs the SMHA may fund but not directly 

operate. These types of funds include: first and third party reimbursements, payments, or 
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fees, including Medicaid, received by many community mental health programs in some 

states. 

By focusing on “SMHA-controlled expenditures” the first aim does not consider 

all mental health spending by a state. State governments may expend considerable 

resources to provide mental health services through other state agencies where mental 

health functions are secondary. For example, these may include adult and juvenile 

corrections, mental health services to children in schools, mental health services to 

children in foster placement, and vocational rehabilitation services to persons with mental 

illnesses (Lutterman, 2003; Berhane, 2010). These ancillary funds are not included in this 

analysis. 

Per Capita State Mental Health Expenditures. - The sum of expenditures on 

mental health by the state (in US dollars), divided by the state’s population. 

Data Analysis 

States that reported both their Per Capita State Mental Health Expenditures for 

fiscal year 2001 and 2009 and number of individuals admitted to a state mental health 

hospital for fiscal year 2001 and 2009 were included in the analysis. A total of 51 states 

reported data for both years. Due to the nature of the state-level reported data as each 

state indicates if any figure is missing then the overall state data was treated as missing. 

As a result, a mixed model repeated measures analysis (Howell, 2008) with Voluntary 

Admission, Involuntary Civil Commitment, and Involuntary Criminal Commitment as 

the dependent variable was chosen because it is robust to the occurrence of missing 

information that often occurs during longitudinal research (Little et al., 1996).  In 
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addition, because these psychiatric admissions are measured over two time periods, 2001 

and 2009, the repeated-measures analysis takes into account the correlated nature of the 

measures taken over time from all 51 states in the analysis. All p-values were based on 

two-tailed tests with a significance level of 0.05. 

RESULTS 

State characteristic variables include: SMHA percent of total state expenditures; 

unemployment rate; Medicaid expenditure; and per capita personal income.  As Table 11 

shows, a total of 51 states including the District of Columbia were included in the study 

and were represented in both FY2001 and FY2009. Data was analyzed to determine the 

extent to which the states differed from 2001 and 2009. In 2001, the states had a mean 

SMHA percent of total state government expenditures of 2.01 (SD=.93), however, in 

2009 the states had a mean SMHA percent of total state government expenditures of 2.12 

(SD=1.17). In addition, the state’s Medicaid expenditures percentage in 2001 had a mean 

of 18.7 (SD=5.53) and then in 2009 had a mean of 20.26 (SD=6.18). Results revealed no 

statistical significance for neither SMHA percent of total state government expenditures 

between 2001 and 2009 or Medicaid expenditures percentages for the states during that 

same time period.  

There were significant differences between the states during the time period based 

on the unemployment rate (p < 0.000) and also a difference in the states per capita 

personal income (p < 0.000).  In 2001, the states had mean unemployment rate of 4.5 

(SD=.9), which increased to 8.5 (SD=1.9) in 2009. However, during this same time 
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frame, the states per capita personal income increased from a mean of $29k (SD=4668) to 

$38k (SD=6710).  

Table 11. Characteristics of states for 2001 and 2009 

_______________________________________________________________________ 

Characteristic      2001             2009 

        (N=51)                   (N=51)  

_______________________________________________________________________ 

 

    Mean   SD  Mean  SD 
 

% of Gov. Expense a  2.01 .93  2.12 1.17 

Unemployment b  4.50 .90  8.47 1.97 

Medicaid % c   18.71 5.53  20.26 6.18 

Per Cap Personal Income d 29.25 4668  38.75 6710 

________________________________________________________________________   
a Defined as SMHA Mental Health Expenditures as a percentage Total State Government Expenditures. 
b Defined as U.S. Bureau of Labor Statistics Unemployment Rates for States Annual Average Rankings  
c Defined as National Association of State Budget Officers Medicaid expenditures as a percent of 
Total expenditures 
d Defined as U.S. Department of Commerce, Bureau of Economic Analysis, Per Capita Personal Income by State 
($1,000s)                                                                                                                                                                                    
 

 

Preliminary analyses were made by comparing the per capita expenditures, 

voluntary admissions, involuntary criminal commitments of fiscal year 2001 to that of 

fiscal year 2009. To assess the relationship between the per capita expenditures for states 

and its impact on voluntary admission to hospitals from 2001 and 2009 a mixed model 

repeated measures analysis (Howell, 2008) was utilized. The analyses revealed per capita 

expenditures do not seem to be statically predictive and time also does not appear to be 

statically predictive to voluntary admissions. Table 12 shows the results of the mixed-

model for Time and Voluntary Admissions.  
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Table 12 Analysis of Change by Time and Per Capita Expenditures on Voluntary 

Admissions 

 

 

A mixed model repeated measures analysis was employed to examine the 

relationship between the per capita expenditures for states and its impact on involuntary 

criminal commitments to hospitals from 2001 and 2009. The results indicate although the 

per capita expenditures do not seem to be statically predictive, the factor of time is 

significant. The model seems to suggest over time there is an impact on the level of 

involuntary criminal commitments to state mental hospitals. Table 13 shows the results of 

Time and Involuntary Criminal Commitments model. As mentioned above, there were 

significant differences between the characteristics of the state’s unemployment rates and 

per capita personal income from 2001 and 2009. To assess if these variables were 

predictive of either voluntary admission or involuntary criminal commitment a mixed 

model repeated measures analysis was utilized. As seen in Table 14, the analyses 

revealed that neither the state unemployment rates nor states per capita personal income 

are statically predictive of both voluntary admission and involuntary criminal. However, 

  

                                                            F                 df                          p   

________________________________________________________________________ 

Time .358 1, 37 .553 

Per Capita Exp. .000 1, 61 .985 

______________________________________________________________________ 

* p < .05 
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it should be noted that in the case of voluntary admission both unemployment rate and 

states per capita personal income are approaching significance with p-values .077 and 

.074, respectively.    

Table 13. Analysis of Change by Time and Per Capita Expenditures on Involuntary 

Criminal Commitment  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

                                                           F                   df                         p   

________________________________________________________________________ 

Time 4.798 1, 30 .036* 

Per Capita Exp. 1.201 1, 53 .278 

______________________________________________________________________ 

* p < .05 
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Table 14. Analysis of Change by Unemployment Rate and States Per Capita Income on 

Voluntary Admissions and Involuntary Criminal Commitments 

 

 
 

 

DISCUSSION 

In this study, variations in voluntary and involuntary psychiatric admissions by 

state mental health authorities and per capita expenditures were compared. The 

hypothesis was tested that as state level expenditures increase voluntary admissions will 

show similar increases and involuntary admissions will decrease. However, the findings 

did not offer support for the hypotheses. The absence of support for the hypothesis could 

mean that the study simply lacks the level of probability needed to rule out chance as a 

plausible explanation for the findings.  The high likelihood of a Type II error can be 

attributed to the small sample size (n=51), a major limitation of the study. In addition 

  

Voluntary Admissions 

________________________________________________________________________ 

                                                           F                   df                         p   

________________________________________________________________________ 

Unemployment Rate 3.227 1, 63 .077 

Per Cap Personal Income 3.351 1, 42 .074 

Involuntary Criminal Commitments 

________________________________________________________________________ 

                                                           F                   df                         p   

________________________________________________________________________ 

Unemployment Rate 2.484 1, 50 .121 

Per Cap Personal Income .006 1, 57 .936 

________________________________________________________________________ 

* p < .05 
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many states did not provide adequate information for a more robust analysis. States are 

not required to collect or share data on the number and types of psychiatric admissions 

with NRI or federal agencies. The reporting of state level data is voluntary.  

One of the results showed time as a significant factor in the change in involuntary 

criminal commitments between 2001 and 2009. This finding suggests that the number of 

involuntary criminal commitments increased over this time period but appear unrelated to 

changes in the overall levels of revenues controlled by the SMHA or to per capita 

expenditures.  This finding seems parallel to the Manderscheid & et al., (2009) study in 

which the rate of psychiatric admissions increased 21% from 2002 to 2005. However, it 

seems possible that criminal commitments could be influenced by the changes in broad 

economic factors such as growth, recession, stability, loss, and unemployment. As these 

economic changes occur, it seems possible that at risk psychiatric patients may become 

more involved in behaviors that result in involuntary commitments. In addition, 

reductions in resources for local community mental health programs could force these 

centers to reduce services to homeless severely ill consumers, thus increasing the chances 

of their involvement in the criminal justice system.  

Additionally, the change in involuntary commitments may be a result of a shift in 

the political landscape of the states. As mentioned early, the governor’s office has a 

significant role in determining how funds are calculated and allocated to the SMHAs. 

Subsequently, a change in governors who advocate more conservative fiscal policy or 

more liberal fiscal policy may impact how funds are utilized. Another factor is how states 

define their involuntary commitment policies. A change in the political landscape may 
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also adjust the terms and statues by which persons with mental illness are admitted into 

psychiatric hospitals, which can also account for the change in involuntary criminal 

commitments between 2001 and 2009. 

The results that are not predictive may indicate that the structure and funding of 

each individual SMHAs could explain the findings. It is possible that SMHAs targeted 

their diminished resources to key service areas that diverted clients to less restrictive 

treatment settings. Some examples of such treatments might include modified community 

treatment, wraparound service models, mental health courts, crisis intervention training 

for police, emergency services, and a recovery framework which will support consumers 

with disproportionately higher levels of need. The goal of allocating SMHAs funds to 

clients with high levels of need reflects the principle of targeting resources so that they 

provide the greatest societal and health benefits (Sinaiko & McGuire, 2006). Such a 

strategy may decrease the demand for voluntary admissions as well as the risk of 

involuntary commitment. This understanding supports the strategy that the expansion of 

treatment services (such as emergency services, short term therapy, rehabilitation, 

recovery, or case management) among high-risk clients may have reduced the likelihood 

of involuntary civil or criminal commitments. It is also possible that more individuals 

with severe mental illness were placed in jails for minor legal infractions reducing the 

expected demand for inpatient psychiatric services. 

There are limitations in the present study. As it relates to the second aim of this 

study, mentioned above, the data collected from the National Association of State Mental 

Health Program Directors’ Research Institute (NRI) database is reported on a state 
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volunteer bases which results in data that is missing, sporadic, and inconsistent from year 

to year. This is due to aggregate quantities of state reported mental health economic data 

are difficult to construct, and are subject to revisions as additional information becomes 

available from State Mental Health Authority [SMHA] and is at times only becomes 

available as individual state members see fit therefore, revisions is necessarily limited 

(Lutterman, 2003). As a result this leads the researcher questioning the consistency of the 

data that is reported in this study. In addition each state’s interpretation of defining the 

measures utilized in this study, such as State Mental Health Authority [SMHA] 

Expenditures, vary from state to state which does not provide consistent reporting of data. 

Therefore, for the second aim of this study it is determined challenging to draw a clear 

causal relationship in this study’s analysis.   

A second limitation regarding the analysis are such that results cannot shed light 

on the effectiveness of any specific county mental health system. An additional limitation 

is that the study does not include any linkages between specific alternative services, 

policies, or strategies and the absence of an increase in admissions. It is unclear whether 

the absence of involuntary admissions is reflected in an increase in arrests or jail 

sentences for persons with mental illness. The coefficients in our table represent the 

average effect of SMHA funds in relation to psychiatric admissions. Insufficient 

statistical power did not permit a more robust analysis. The methods also cannot rule out 

the possibility that unmeasured and unrecognized patterns of country-wide factors that 

coincided with the disbursement of SMHA funds, however were not caused by them, 

may have accounted for the findings. In addition, lack of individual-level, clinical 
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information precluded an exploration of potential factors in the reduced filing of 

involuntary criminal or civil commitments after the disbursement of SMHA funds. 

Moreover, information on mandated treatment in the community in lieu of commitments 

to inpatient psychiatric care was not available and therefore it could not be determined 

whether such treatment decreased demand for inpatient care. It is expected that further 

research will address these important issues. 

IMPLICATIONS 

To ensure the safety, well-being, and sustainability of those individuals with 

mental illness and the families and communities that care for them, policy makers are 

dependent on the public funds to help provide needed services. The results of this study 

help to increase attention the importance of understanding how state expenditures may 

effect psychiatric admissions as shown in prior research (Catalano & Hartig, 2004; 

Bruckner & et al., 2010).  

In future research that addresses this topic, including additional data from other 

years would be recommended to help provide a more in depth look at the scope of 

psychiatric services with more data points. In addition, it is recommended more advanced 

economic and public heath methods should be applied to create a more robust analysis. 

Evidence suggests that more robust economic analysis may enhance services (Kindle, 

2010), which could be translated from a study such as this. Utilizing other economic 

databases to examine this relationship could also be helpful. For instance the Uniform 

Hospital Discharge Dataset (UHDD) provides national standards on psychiatric 
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discharges and the data is on a state level unit of analysis, which could enhance the state-

by-state comparisons (O’Malley & et al., 2005).   

In the current geopolitical environment, in which funding has dramatically diminished for 

many social service programs, policymakers and service providers have a significant 

challenge to advocate for equitable social welfare policies, interventions, and treatments 

that are both cost effective and have the best outcomes. In order to advocate effectively, it 

is crucial to know how this relationship between SMHA expenditures can impact 

admissions to psychiatric services. Research that explores and assesses the nature and 

extent of this relationship can be useful for both predicting the direction of public policy 

as well as the basis for advocacy.  

CONCLUSION 

This study evaluated if per capita expenditures for SMHAs over time influences 

the types of psychiatric admissions to state mental hospitals. There was observed no 

relationship. Recent economic predictions suggest that states will continue to experience 

record budget shortfalls. In turn, these shortfalls will increase the pressure on state 

government to redirect funds to other non-mental health services for the public. In order 

to support sustaining current levels of funding for SMHAs, it will require demonstrating 

that there are several consequences of diminishing support. 

One consequence of a decreasing base of SMHA expenditures is a reduction in 

public psychiatric hospital beds that could increase the frequency of severely mentally 

persons in jails, prisons, homeless shelters, or on the streets. The Department of Justice 

reported that of the jail and state prison populations, 24 % and 15 % respectively, meet a 
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least one criteria for a psychotic disorder (James & Glaze, 2006) An example of how this 

trend translates into cost, in Texas Murray (2008) reports that 17.3 percent of Harris 

County Texas Jail population were on psychotropic medications and the cost is estimated 

to be $87 million annually.  

A second consequence of reductions in funding for mental health services is the 

shifting of demand for care to hospital emergency room services. The impact of 

overburdening the ERs with patients needing hospital beds goes far beyond psychiatric 

patients; rather, it interferes with all medical and surgical care in the ER. A final 

consequence of a lack of SMHA funds is an increase in homelessness. A 2005 federal 

survey estimated that approximately 500,000 single men and women are homeless in the 

United States at any given time (Brubaker, B., 2007). A significant number of these 

individuals are considered homeless because of deinstitutionalization policy and the lack 

of adequate state funding to provide aftercare for them once they are discharged from the 

hospital. A recent study of 81 American cities demonstrated a direct relationship between 

having fewer psychiatric beds and more homeless individuals (Markowitz, 2006).   

The question becomes, in light of the challenges with uncertain and incomplete 

data, what are decision-makers to do given the severity and urgency of this issue? In 

times of budget crisis, difficult public policy decisions still must be made. This study 

attempts to draw together all the disparate threads of evidence and make them into a 

coherent whole, so that scientifically and socially defensible regulatory decisions can be 

made. Given the challenge of the uncertain data, it is still useful to analyze the mental 

health economic data in order to shed some light on what degree economic has a causal 



 100 

relationship with mental illness. Furthermore, it is important to understand the potential 

impact of significant funding cuts on the individuals and communities served, especially 

in terms of inpatient psychiatric admissions  
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CHAPTER 5: CONCLUSION 

It is estimated that in the U.S. over 57 million persons 18 years and older, or one 

out of every four adults, suffer from a diagnosable mental disorder in a given year 

(Kessler et al., 2005). The economic cost of this incidence of mental illness in the U.S. 

has been estimated at $317 billion (Insel, 2008); however, these figures exclude the 

indirect costs associated with comorbid conditions:  incarceration, homelessness, early 

mortality, lower productivity and achievement, and any cost associated with family 

members who bear much of the emotional and financial burden of these illnesses. 

Inclusion of these indirect costs would push the estimate much higher.  Regrettably, 

behavioral economics researchers lack a methodology for defining, estimating, and 

accurately measuring indirect costs (Essock et al, 2003). As a result, there is still a lack of 

understanding of how much funding should be invested in disseminating effective direct 

treatments and finding alternative treatments to reduce these illusive indirect costs.  

As governmental resources for the provision of the most effective and efficient 

mental health services are inevitably limited, difficult political choices must be made 

between competing uses of these scarce resources. For every choice that is to be made 

there are complex issues of scarcity and cost. Economics, although an imprecise science, 

focuses on issues and problems of scarcity and cost. Theory, concepts, and research 

methods from economics can be used to weigh and measure choices between competing 

uses of scarce resources and consequently may be helpful in achieving the most effective 

deployment of the available mental health care resources. If policy makers and 

stakeholders do not contemplate the economic costs of each resource allocation decision 
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there is a danger that the most effective treatments or programs will not receive support 

and resources will be transferred elsewhere.  Thus, attending to the costs and benefits of 

alternative claims on resources is necessary for mental health care to be viewed as 

effective and efficient in the current mental health marketplace. 

This dissertation sought to explore and contribute new information to the 

literature on the direct and indirect economic cost of mental illness and the implications 

for the field of social work. The first article identified, defined, and described the 

economic cost of mental illness, discussed the history and factors that influence this cost, 

and examined the current state of research including theories and methodological 

approaches and limitations. The definition of economics that was utilized is Pareto 

economics, which allows for a consensus of what it means to have a definitive 

improvement in society as a result of a policy, program, or intervention. Central to this 

discussion was the identification, definition, and difference between the two key concepts 

of direct and indirect costs. These two concepts are essential in understanding the overall 

total cost of mental illness and the focus of the current research. While the concept of 

direct costs has been the main focal point in the literature, there is an urgent need to 

further define, measure, and control indirect costs and their impact. Finally, this first 

article delineated and explored the various theories and methods in economic evaluation 

that can be employed within the social work field. This article can be a primer for social 

work researchers and practitioners interested in an introductory identification of concepts 

and methods within the field of economic evaluation. 
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The second article for this dissertation analyzed and critiqued an array of 

databases applied in mental health economics research. The databases provided health 

and mental health variables that stem from national representative surveys. The databases 

were the National Association of State Mental Health Program Directors Research 

Institute (NRI); Medical Expenditure Panel Survey (MEPS); Healthcare Effectiveness 

Data and Information Set (HEDIS), and the National Health Interview Survey (NHIS). 

The databases were compared and contrasted based on their relative applicability and 

reliability in identifying direct and indirect costs of mental illness. These datasets are 

utilized in various settings; however for the purposes of this article, they were viewed 

from a mental health perspective. 

These databases have been a major source of data in such fields as health/mental 

health economics, psychiatry, sociology, epidemiology, pharmacoeconomics, public 

policy, and psychology. They have not been utilized as frequently in social work research 

or practice. However, such databases are valuable tools to assess the effectiveness of 

health care, specifically in terms of patient outcomes and interventions (Maas & Delany, 

2004; Tilter & Dochterman, 2001).  This article suggest that utilizing the aforementioned 

mental health databases would introduce a range of new concepts, economic models, and 

information of particular value to social work’s involvement in policy research and 

practice outcomes. Information from these databases could also be of value when social 

workers are engaged in supporting the case for a particular policy choice when legislators 

are faced with scarce resources. 



 104 

The third article examined the relationship between state expenditures and 

revenues and various types of inpatient psychiatric admissions. Research that explores 

and assesses the nature and extent of this relationship can be useful for both predicting 

the direction of public policy as well as the basis for advocacy. If, as hypothesized,  the 

frequency of inpatient psychiatric admissions increases as the level of state general funds 

decreases, there may be an opportunity to provide policies to prevent unwarranted 

admissions.  The overall intent of this article was to show how changes in the general 

fund budget of state mental health authorities [SMHA], impacts the number and types of 

psychiatric admissions: Voluntarily Admitted, Involuntarily Civilly Committed, and 

Involuntarily Criminally Committed. 

LIMITATIONS 

The three articles in this dissertation have a number of limitations. The most 

significant weakness throughout the series of articles is the difficulty of clearly defining 

and measuring the indirect economic cost of mental illness. Although described as a 

central concept in understanding costs in the economic sector, there are few valid 

measures or literature available that capture these costly byproducts of mental illness 

[family burden, presenteeism, homelessness]. A second limitation is the absence of a 

more extensive literature review in behavioral economics [research studies, conceptual 

articles] that addresses the issue of direct economic costs overall and the implications and 

value for social work practice. As a result of these limitations, these economically 

oriented articles may not be readily accepted within the field of social work and may not 

be sufficiently relevant to the practice issues that confront clinical practitioners.  
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Several recent studies have raised questions about the level of social work interest 

in the intersection of economics and social work. Eamon & Zhang (2006) discovered 

there is little evidence that social workers are cognizant of how or what economic factors 

impact their clients. Kindle (2010) suggests there is even an air of disinterest amongst 

social workers regarding understanding economics as it relates to their clients. However, 

Kindle (2009) also  reports in his study that older social workers were deemed more 

economically literate; and, he indicated that social work students perceive financial 

literacy as relevant to a broad spectrum of problem issues facing social work clients 

(Kindle, 2010). Kindle (2009) concluded that although social workers can use economic 

data to assist some of their clients, it is too early to implement economics in the social 

work curriculum.  

There were also limitations in the quantitative study of expenditures and 

psychiatric admissions. This study had a small sample size of 50 for each state which did 

not give ample statistical power to carry out stratified analyses or to detect any significant 

relationship between changes in state general funding and the various types of psychiatric 

admissions. However, a larger sample might yield more statistically and substantively 

significant results.  Since the impact of federal budgets on voluntary psychiatric 

admissions  has been demonstrated, additional studies are needed to refine our knowledge 

of how expenditures and revenues operates to increase, decrease, or have a neutral effect 

on psychiatric admissions.  

Another limitation is the possible bias in this study arising from self-reporting by 

the SMHA to the federal program directors. The data reported by the SMHA is solely 
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based on what is provided to them from the inpatient facilities that they fund. According 

to Lutterman (2005), the organization and data reporting responsibilities of state mental 

health agencies vary significantly from state to state. Some states provide a higher degree 

of oversight of the data that is presented than others resulting in the potential for both bias 

and inaccuracy. Within a state, there may be a practice of collecting and providing 

information on a need-to-know basis that is designed to protect the agency from scrutiny, 

public criticism, and political oversight. Wholesale release of data could be a major factor 

in determining the extent to which an agency is funded. These factors may impede the 

accuracy and thoroughness of the data as well as cause difficulty in comparing one state 

to another because the data collected from one state may not be uniform or measure a 

construct differently from another state. 

As mentioned earlier, the data utilized in this study did not include all 

expenditures for mental health within state governments or the private sector. Only those 

public funding resources controlled by the designated mental health authority in each 

state were included. The absence of more inclusive financial data limits the 

generalizability of the relationships found or discussed in the study. There may be other 

expenditures and revenues not included in the model that could impact the relationship to 

the types of psychiatric admissions. Further studies that take into account for other types 

of expenditures and revenues over a longer period of years would begin to provide the 

necessary evidence for fully understanding the relationship.  
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IMPLICATIONS FOR SOCIAL WORK 

Historically, social work has had a close connection with economics. For 

example, in 1895 the London School of Economics was founded “to promote the study 

and advancement of Economics, Political Science or Political Philosophy, Statistics, 

Sociology, History, Geography and any subject cognate to any of these” (LSE, 2010) . A 

few years after its inception, the first social work training course in England was 

established by the London School of Economics with the Charity Organizations Society.  

It is evident that, from the beginning, the emerging field of social work integrated 

economic concepts, conditions, variables, economic methods, and interventions as tool to 

aid in change advocacy for its clients. Over the decades, the level of economic 

conceptualization within social work declined or was undertaken by other fields that 

focused more directly on the causes of poverty. 

The complex nature of current social problems seems to support the conclusion 

that there is a need to include economic concepts and methods in the education and 

practice of social workers.  There are both structural and attitudinal barriers however to 

including economic content in already crowded social work education programs. For 

example, a recent study found that social workers generally did not believe that economic 

development was part of the social work task (Engelbrecht, 2008). This posture 

contradicts social work’s traditional role of linking human, social, and economic issues in 

the development of productive human resources in its clients.  In fact, the National 

Association of Social Workers (NASW) Code of ethics (Section 6.01) explicates that 

“social workers should advocate for living conditions conducive to the fulfillment of 
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basic human needs and should promote social, economic, political, and cultural values” 

(NASW, 2008).  

It is important to use what has been discovered through economic cost evaluation 

in mental health practice settings, thereby translating research into practice. Building 

capacity for cost economic evaluation research, specifically for indirect cost, is crucial to 

fusing the gap between research knowledge and practice. To build capacity, Hogan 

(2002) recommends that : 1) “managers and policy makers in mental health must commit 

to making an impact on positive health outcomes and increase funding in disability 

payments, correctional systems, and shelters;  2) researchers and funders of research must 

speedily move beyond studies that cannot be generalized and results that are not 

aggressively made available to practitioners; and 3) look for the evidence that treatment 

works for consumers in real-world settings rather than for researchers in university 

clinics. The successful construction of training and research agendas to promote 

economic cost evaluation within real-world settings will position the social work 

discipline for the next era of science” (p. 1252). 

When considered simultaneously with the current geopolitical environment in 

which scarce resources must be disbursed, economic cost evaluation can be an important 

criterion for making decisions regarding resource allocation. It is within this context that 

social workers have the responsibility to advocate for those who may not have a voice 

and provide the most effective and efficient treatment and at the same time help decrease 

the economic burden of mental illness. 
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Despite this opportunity, economic cost evaluation has not been fully utilized as a 

tool within the field of social work to make or influence decisions regarding treatment 

and policy effectiveness and efficiency. Social work researchers and practitioners who 

fully harness the power of economic cost evaluations as a tool, can help position the 

social work profession to determine budgets, set research agendas, and inform policy. 

FUTURE RESEARCH 

A number of new research directions are suggested by these three articles. 

Collectively the articles provide a framework for future research to further explore and 

explain the relationship of mental health to economic cost. For example, it would be 

useful to analyze the of cost effectiveness of social work interventions by utilizing 

economic evaluation methods described in this dissertation. In addition, it would be 

recommended to form interdisciplinary collaborative efforts with fields such as health 

economics, public health, or psychology. This would provide social work an opportunity 

to share knowledge and expertise that can benefit all parties which would ultimately have 

an impact on the clients that are being served.  

Another area of future research is in the integration of economic concepts and 

approaches within social work practice interventions. Evidence suggests that elevated 

levels of economic/ financial literacy may contribute to improved client outcomes 

(Kindle, 2010). Whether and how the profession will choose to integrate the changing 

financial and economic issues into the social work curriculum is an area that is ripe for 

exploration. Although there is evidence this is beginning to happen in some schools of 

social work, little is known about the process or the outcomes. For instance, the 
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University of Maryland's School of Social Work recently embraced the concept of 

"financial social work (FSW)” (Wolfsohn, 2009). The goal is to educate those within the 

field in such topics such as consumer credit, banking, investing and other related 

financial fields (Wolfsohn, 2009). This center may be model for other schools of social 

work to follow. 

A final area for future research is utilizing economic databases  in social work 

research. Due to cost containment, economics, and management diligence, social work, 

like other health professions, must undertake effectiveness research. Unfortunately, 

however, although some research centers at schools of social work have recognized the 

importance of utilizing databases for purposes of research, social work administrators and 

leaders still have not fully embraced it. Research using the databases could potentially 

inform policy decisions that profoundly affect the practice of social work and the nation’s 

health.  

CONCLUSION 

In sum, the three articles which comprise this dissertation embody an overarching 

comprehensive view of the economic costs of mental illness. The purpose of this 

dissertation was to identify, define, and describe the economic cost of mental illness, 

discuss the history and factors that influence this cost, examine the current state of 

research including theories and methodological approaches and limitations. Currently, 

social workers can play a crucial role in future research to help better inform policies, 

program development, and effective treatments in a way that ensure the best represents 

our consumers.  They are in a strategic position to measure indirect costs of mental 
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illness. This is because social works are on the front-line where policies and treatments 

are implemented and can, therefore, gauge firsthand their efficiency and effect.   

Direct access with clients allows for the exchange ideas regarding clients’ well-

being in terms of basic needs, housing, food, clothing, and government assistance. For 

example, case management social workers help consumers with a variety of activities, 

such as finding employment and transportation, helping them with adherence to medical 

regimens, and advocating for them within the criminal justice system. They can utilize 

this social capital to gain knowledge on effectiveness and efficiency and then inform 

policy makers of the best course of action. 
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