
RESULTS (actionable findings)

Mental healthcare access and criminality:

• Mental health services in an outpatient setting for juveniles improves
outcomes and reduces subsequent arrests in the judicial system11

• Addition of 10 outpatient mental health practitioners in a single county
reduced per capital costs to society by 2.3% to 2.6%

• Loss of access to mental healthcare increased subsequent criminality in
demographics with psychiatric disorders 12

• Greater access to addiction mental health services specifically led to an
economically significant reduction in crime 13

Elasticity of demand f0r mental healthcare:
• This high elasticity of demand refers to the sudden doubling of mental

healthcare utilization rates when 40% copays were eliminated for cohorts of
patients, as observed by investigators in Denmark.14

• This re-emphasizes the fact that front line affordability of mental healthcare
for patients is paramount to access and treatment

Benjamin Record1, Kristi Skeel Williams1 MD, Chandani Lewis1 MD
1University of Toledo College of Medicine & Life Sciences

Economics of Mental Healthcare: Is It Cost Effective To Treat Mental Health? 

REFERENCES

1. Dieleman JL, Cao J, Chapin A, et al. US Health Care Spending by Payer and Health Condition, 1996-2016. JAMA.

2020;323(9):863–884. doi:10.1001/jama.2020.0734

2. “The State of Mental Health in America.” Mental Health America, https://www.mhanational.org/issues/state-

mental-health-

america#:~:text=16.39%25%20of%20youth%20(age%2012,totaling%20over%2028%20million%20individuals. 

3. McNulty, Jim. “Mental Health Parity: Benefits Outweigh Costs and Risks of Untreated Illnesses.” NAMI, 

4. “The Impact of Medicaid Expansion on States' Budgets.” Commonwealth Fund, 5 May 2020, 

https://www.commonwealthfund.org/publications/issue-briefs/2020/may/impact-medicaid-expansion-states-budgets.

5. Zur, Julia, et al. “The Cost Savings of Expanding Medicaid Eligibility to Include Currently Uninsured Homeless Adults 

with Substance Use Disorders.” The Journal of Behavioral Health Services & Research, vol. 41, no. 2, 2013, pp. 110–

124..

6. Kessler, Ronald C., et al. “Individual and Societal Effects of Mental Disorders on Earnings in the United States: Results 

from the National Comorbidity Survey Replication.” American Journal of Psychiatry, vol. 165, no. 6, 2008, pp. 703–711.

7. Senior, Morwenna, et al. “The Economic Impact of Violence Perpetration in Severe Mental Illness: A Retrospective, 

Prevalence-Based Analysis in England and Wales.” The Lancet Public Health, Elsevier, 1 Feb. 2020.

8. Dmha. “Indiana Behavioral Health Commission Report.” DMHA, 13 June 2022, 

https://www.in.gov/fssa/dmha/index.htm. 

9. Swanson, Jeffrey W., et al. “Costs of Criminal Justice Involvement among Persons with Serious Mental Illness in 

Connecticut.” Psychiatric Services, vol. 64, no. 7, 2013, pp. 630–637.

10. Shepard, Donald S., et al. “Suicide and Suicidal Attempts in the United States: Costs and Policy Implications.” Suicide 

and Life-Threatening Behavior, vol. 46, no. 3, 2015, pp. 352–362., https://doi.org/10.1111/sltb.12225.

11. Deza, M., Lu, T., & Maclean, J. C. (2022). Office-based mental healthcare and juvenile arrests. Health Economics, 31( 

S2), 69– 91.

12. Jácome, Elisa. “How Better Access to Mental Health Care Can Reduce Crime.” Stanford Institute for Economic Policy 

Research (SIEPR), July 2021.

13. Hefei Wen, Jason M. Hockenberry, Janet R. Cummings, The effect of Medicaid expansion on crime reduction: Evidence 

from HIFA-waiver expansions, Journal of Public Economics, Volume 154, 2017, Pages 67-94, ISSN 0047-2727, 

14. Kruse, M., Olsen, K. R., & Skovsgaard, C. V. (2022). Co-payment and adolescents' use of psychologist treatment: Spil 

over effects on mental health care and on suicide attempts. Health Economics, 31( S2), 92– 114.

15. Ward, Bryce. “The Impact of Medicaid Expansion on States' Budgets.” Commonwealth Fund, 5 May 2020, 

16. Fredric Blavin and Christal Ramos, “Medicaid Expansion: Effects on Hospital Finances and Implications for 

Hospitals Facing COVID-19 Challenges,” Health Affairs, January 2021.

17. Michael Topchik et al., “The Rural Health Safety Net Under Pressure: Rural Hospital Vulnerability,” Chartis Center for 

Rural Health, February 2020.

18. Matt Broaddus and Aviva Aron-Dine, “Medicaid Expansion Has Saved at Least 19,000 Lives, New Research Finds,” 

Center on Budget and Policy Priorities, November 6, 2019.

19. Brevoort, K., D. Groadzicki, and M. Hackmann. 2020. “The Credit Consequences of Unpaid Medical Bills.” Journal of 

Public Economics, 187: 104203.

20. Gao-19-274, Behavioral Health: Research on Health Care Costs of Untreated Conditions Is Limited. United States 

Government Accountability Office, Feb. 2019.

INTRODUCTION
Total healthcare spending in the United States was $2.7 trillion in 2016, with mental
disorders representing 6.68% or $180 billion in spending of that total amount.1 While
this may seem like a significant portion commensurate with the outsized challenge that
mental health presents to society, there is still a large gap in access with over half of
adults (54.7%) reporting that they have not received treatment for their symptoms.2

Some investigators have in fact attempted put a price on the total cost of untreated
mental illness, with conservative calculations weighing in at $113 billion annually for the
United States, although there has been insufficient research on this subtopic.3 In terms
of the overall cost to society of mental illness, there has been several attempts to
undertake the difficult process of quantifying the reduced economic activity and
increased disability costs that are compounded with traditional healthcare
expenditures.4

In addition, there are vast non-healthcare costs and indirect economic costs associated
with mental illness that have been underexplored to date and represent the greater true
burden on society. These indirect costs include criminality, lost wages, and premature
death (not to mention homelessness and disability benefit costs).

➢ Our objective put forth in this literature review is to better understand 
these indirect costs and the potential benefits of expanding mental 
healthcare access. 

METHOD

A literature review of major research databases including Embase, Google
Scholar, and Cochrane library was performed searching for the indirect costs
of mental illness and the benefits of expanded mental healthcare access.
Pertinent findings were compiled and analyzed to generate conclusions.

CONCLUSIONS

• Providing access to mental health services has the
potential to be of great economic benefit to US society
and

• Immediate affordability of care plays a large role in
access for patients. Lack of healthcare access is a critical
area that drives increased criminality.

• There is still an overall lack of robust quantitative
research on the specific associated costs of untreated
mental illness in the United States;20

• This should be a research priority for the psychiatric field
as well as governmental bodies and healthcare
economists.

• The consumption of mental healthcare services
carries great positive externalities for society:
These externalities far outweigh the small increase in
direct costs ($1,388 to $1,827 per person per year) 5

RESULTS (cost analysis)
• Indirect costs: In terms of determining the overall cost to society of

mental illness criminal behavior, premature death, and lost wages are
robust enough to be altered into costs per year, per mentally ill induvial
and adjusted for inflation to 2023 dollars. (Figure 1)

• Premature death: A major indirect cost driver that is calculated by
determining the lost years of economic activity from the time of death until
the life expectancy point. Suicide is a dominant force mathematically.

• Lost wages / lowered productivity: Mental illness impeding careers
or productive work has been calculated for both mild and serious mental
illness.

• Criminality: Costs were calculated for each mentally ill individual found
to be committing a violent crime. These included costs to the criminal
justice/penal system, physical and mental harm to victims, and loss of
productivity of the victims.

• Direct costs/savings with expanded mental healthcare: Not
accounting for any preventative healthcare benefit that would run beyond a
7-year study period, it was calculated that combined federal and state
direct costs would rise by $1,388 to $1,827 per person per year when
expanding Medicaid coverage to the mentally ill.5

Indirect cost category 
Averaged cost per individual, 

per year (2023 dollars): 

Criminality $25,699.70

Premature death $27,925.43

Lost wages / lowered 
productivity 

$14,440.30 

Total potential indirect 
cost: 

$68,065.42 

Figure 1a&b : Compiled results providing valuation for select indirect mental 
health cost categories [4,6-10]

Figure 2.: Savings associated with the expansion of Medicaid at the 
State level

Criminality

Premature 
death

Lost 
wages 

Potential Indirect Costs 

Benefit Quantities

Mental health and substance abuse 
savings15 14-30% of the cost of expansion

Saving to providers from reduced 
uncompensated costs16 41% of total uncompensated costs 

Decreased rate of rural hospital 
failure17 61% reduction in fail rate

Premature death reduction18 39-64% reduction in premature death 

Reduction in medical debt 
accumulation19 11% net over non-expansion states
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