COALITION FOR WHOLE HEALTH

ACCESS TO QUALITY ADDICTION/MENTAL HEALTH
SERVICES IS COST-EFFECTIVE

Untreated Mental Health and Substance Use Disorders Are Costly to the Health System and
Society

Mental health and substance use disorders cost American employers an estimated $17 billion
annually in absenteeism and lost productivity." The estimated annual costs of illicit drug use are
over $11 billion in health costs, $61 billion in crime-related costs, and $120 billion in productivity —
for a total of $193 billion." This is comparable to the annual direct and indirect costs of diabetes, an
estimated $174 billion per year.™

Mental health disorders are often associated with other chronic medical conditions, and can
significantly increase the cost and difficulty of treating those other conditions. For example, studies
have found depression in one-quarter of patients with diabetes, a rate twice as high as in the general
population.” For people with diabetes, depression is associated with poorer adherence to
medication and dietary guidelines, and overall medical costs for diabetes patients with co-occurring
depression are significantly higher than for those without depression.”

Many of the costs of mental health and substance use disorders fall on the Medicare and Medicaid
systems. A 2009 study found that 52% of individuals with both Medicare and Medicaid coverage
had a psychiatric condition.” In March 2011, the first report from the Medicaid and CHIP Payment
and Access Commission (MACPAC) found that Medicaid accounts for one quarter of all mental
health and substance use disorder treatment spending. In seminal works on hospital readmission
rates in both the Medicare and Medicaid population, Jencks et al found co-occurring schizophrenia
and substance use problems is one of the highest predictors of readmission in both populations.™

Mental Health and Substance Use Disorders Can be Prevented and Treated Cost-Effectively

Research indicates that in addition to effectively treating addiction, substance use disorder services
can lower overall costs to the healthcare system and to society, including costs due to crime, and the
criminal justice system."™ When implementing parity for mental health and substance use benefits
in the federal employee health benefit (FEHB) system, the U.S. Office of Personnel Management
stated:

Research has convinced us that the FEHB Program can expand mental health and substance
abuse benefits cost effectively. We believe that this is important because adequate mental
health and substance abuse benefits coverage has been shown to improve patient health,
provide patients with greater financial protection against unseen costs, and to reduce work
place absences and employee disabilities.™




Findings of Cost-Effectiveness and Cost-savings Exist across a Range of Mental Health and
Substance Abuse Prevention and Treatment Interventions

For example:

® Realizing savings through school-based prevention programs: According to SAMHSA’s
Center for Substance Abuse Prevention, effective school-based substance abuse prevention
programs could save an estimated $18 for every $1 invested. Savings would be seen in
educational costs, medical care, productivity, and other areas.*

® Reducing overall healthcare costs through Medicaid treatment expansions: In
Washington State, targeted expansions of substance abuse treatment for the Medicaid
population resulted in increased access as well as significant savings in other healthcare
costs. For fiscal year 2008, treatment expansion expenditures of approximately $17 million
resulted in an estimated $16.8 million in medical savings and $4.9 million in nursing home
savings — a total healthcare savings of $21.7 million.™
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Reducing healthcare costs for family members:

e Family members of an individual with untreated addiction use 5 times more health care
services than other individuals.™ Health care and other cost savings can be achieved by
treating not only the individual, but also his/her family members. A study found that
successful alcohol or other drug treatment for individuals was associated with reduced
subsequent medical costs for family members.™”

o Reducing healthcare costs through recovery support services: A longitudinal study
assessed the impact of recovery coach services on parents with children in Illinois’s foster
care system. It found that parents assigned to both regular substance abuse treatment and
recovery coach services were more likely to enter, participate in, and complete treatment
than parents assigned only to regular substance abuse treatment. The Department of
Children and Family Services saved $5.6 million, in part due to fewer and shorter foster care
placements, and faster family reunification.™

e Reducing healthcare costs through care coordination: Innovative coordination between a
primary care provider, care coordination staff, and psychiatric consultants can significantly
improve mental health while reducing costs. In one study, middle-aged and older adults
who received such “collaborative care” for depression had significantly reduced healthcare
costs compared to those in usual care, with a $522 initial investment yielding cost savings of
$3,363 per patient™ Studies of collaborative care for patients with comorbid depression
and diabetes, and of those with severe anxiety, found similar savings.™"

o Reducing costs through intensive case management. A study of a Connecticut initiative
targeted at high utilizers of behavioral health care services found that intensive case
management, combined with enhanced access to care, medication-assisted therapy,
increased housing and employment, and basic needs and recovery supports, resulted in 24%
decrease in average cost per person compared to usual services.""

o Reducing medical costs with effective outpatient treatment: A study of overall medical
costs for men receiving outpatient chemical dependency treatment found that compared to
18 months before starting treatment, 18 months later, total medical costs declined by 26%,
inpatient healthcare costs declined by 35%, and emergency room costs declined by 39%.

It is important to note that efforts to trim healthcare costs by limiting access to mental health and
substance abuse benefits can result in negative fiscal outcomes. One study looked at what
happened when a large corporation instituted cost-containment mechanisms that sharply decreased
utilization of outpatient mental health services. While there were some savings due to lower use of
outpatient mental health services, these savings were entirely offset by increased use of other health
services by the same patients, and by increased use of sick days.™

Policy makers can greatly improve public health and save billions of dollars by ensuring that
eligible enrollees have access to the full continuum of mental health and substance use disorder
services. The evidence is clear that mental health and substance use disorders can be effectively
prevented and treated, and millions of Americans are in recovery from these diseases.
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