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Introduction

This report presents the 1atest data avai1ab1e, both nationa11y and by State,
on the amount of monies expended by mental hea1th organizations for the
provision of mental health care in the United States, as we11 as on the
sources from which these funds were obtained. The 1983 expenditure figures
represent an update of simi1ar data covering trends from 1969 to 1981, which
were reported in ear1ier NIМН pub1ications (1985a,b). Data on sources of
funds, however, have been avai1ab1e only since 1983. This report examines
whether the inf1ationary trend in the cost of menta1 health care observed
previous1y has continued and whether any significant shifts have occurred
among the various types of mental health organizations in the amounts of
money spent for mental health care since 1981.

The expenditure and the funding data were obtained from the Inventory of
Меntal Health Organizations (1МНО) conducted in June 1984, covering the year
1983, by the Survey and Reports Branch (SRB), Division of Biometry and
Арp1ied Sciences (DBAS), Nationa1 1nstitute of Menta1 Нealth (NTмн), with the
cooperation of the State mental health agencies. Trend data for expenditures
were obtained from a simi1ar NIМН inventory conducted in August 1982,
covering the year 1981. Воth inventories included the fo11owing types of
mental hea1th organizations:

9 State and county menta1 hospitals
(hereafter ca11ed State menta1 hospita1s)

9 Private psychiatric hospita1s

9 Veterans Administration (VА) medica1 centers

* Residential treatment centers for emotiona11y
disturbed chi1dren (RТСs)

° Freestanding psychiatric partial care organizations

9 Freestanding psychiatric outpatient c1inics

9 Мultiservice mental hea1th organizations

Сenera1 hospitals with separate psychiatric services have been excluded from
this report; they were surveyed in a separate, joint NTмн/American Hospita1
Аssociation (АНА) inventory.

Definitions (see appendix) were changed for multiservice mental health
organizations and freestanding psychiatric partial care organizations between
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the 1982 and 1984 inventories. As a result, а 1arge number of psychiatric
outpatient c1inics were rec1assified as multiservice mental hea1th
organizations in the 1984 inventory. Thus, the 1981 and 1983 expenditure
data shown for these three organization types ref1ect definitional changes
and are not comparab1e when examined separately.

Тrends in Expenditures of Menta1 Неа1th Оrganizations, 1981—83

Тable 1 shows that total expenditures in current do11ars" for a11 menta1
hea1th organizations covered in this report (exclusive of VA medica1 centers,
which did not report in 1981) rose from S8.65 bi11ion in 1981 to S10.94
bi11ion in 1983, an increase of 26 percent. In the same period, the
corresponding per capita expenditures2 in current do11ars, exc1usive of VА
medica1 centers, increased 23 percent, from S38.00 to S46.79; and the average
expenditure per organization increased 13 percent, from a1most S3.3 mi11ion
to just over S3.7 mi11ion. For each menta1 health organization with
comparab1e expenditure data for 1981 and 1983, the current do11ar tota1
expenditures increased over this period, notably, 22 percent for State menta1
hospitals, 54 percent for private psychiatric hospitals, and 8 percent for
RТСs (tab1e 1). Мoreover, when the expenditure data were combined for the
three organization types affected by the definitiona1 changes (i.e.,
freestanding psychiatric partial care organizations, freestanding psychiatric
outpatient c1inics, and multiservice menta1 health organizations), the
current do11ar tota1 expenditures increased by 26 percent between 1981 and
1983. Еven when the changes in total expenditures were compensated for by
increases or decreases in number of organizations between 1981 and 1983, the
average expenditure per organization sti11 showed an increase in each case
(tab1e 1).

When the current do11ar expenditures were expressed in constant do11ars, 3
using 1969 as the base year to adjust for the effects of inf1ation, tota1
expenditures by a11 mental hea1th organizations, exc1usive of VA medica1
centers, increased only 4 percent, from S3. 33 bi11ion in 1981 to S3.47
bi11ion in 1983; the per capita expenditure figure rose over 1 percent, from
S14.64 to S14.85; and the average expenditure per organization decreased
6 percent, from S1. 26 mi11ion to S1. 18 mi11ion (tab1e 2).

For State menta1 hospita1s and private psychiatric hospitals, tota1
expenditures in constant do11ars showed increases between 1981 and 1983,
a1though of 1esser magnitude than the corresponding current do11ar increases.
А1so, the combined constant do11ar total expenditures for freestanding
psychiatric partial care organizations, freestanding psychiatric outpatient
c1inics, and multiservice menta1 hea1th organizations showed a s1ight
4—percent gain during this period. Оnly the total expenditures for RТСs
decreased when adjusted for inf1ation (tab1e 2). Тhe sma11 1981—83 increase
in constant do11ar tota1 expenditures for State menta1 hospita1s was a
reversa1 of a downward trend observed for the 1975—81 period; the 1981—83
decrease in constant do11ar tota1 expenditures for RТСs was a reversa1 of an
upward trend noted for the earlier period (1985b).

Тypes of Ехpenditures" by Menta1 Неа1th Оrganizations, 1983

Оf the total expenditures by menta1 health organizations in 1983, 73 percent
were a11ocated to staff expenses, with over 70 percent representing staff
sa1aries and 2 percent covering contract personne1 expenses (tab1e 3). Among
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the different organization types, staff expenses showed some variation. For
example, staff sa1aries ranged from highs of 76 to 77 percent of the tota1
expenditures for VA medica1 centers and State menta1 hospitals to a 1ow of
53 percent for the for-profit private psychiatric hospita1s, and contract
personne1 expenses ranged from 1ess than 1 percent in VА medica1 centers to
almost 9 percent in multiservice mental health organizations operating on a
for-profit basis.

Сapital expenditures constituted 3 percent of the tг сс1 expстditures of a11
mental hea1th organizations in 1983 (tab1e 3). Тhey were genera11y at or
below this percentage for each organization type, with the exception of
private psychiatric hospitals, where capita1 expenditures represented
7 percent of total expenditures.

Depreciation expenses and expenses for contracts with other menta1 hea1th
organizations each represented 1ess than 3 percent of the total expenditures
by menta1 health organizations in 1983 (tab1e 3). In genera1, simi1ar
percentages were observed for these two categories for each organization type
in 1983, with the exception of somewhat higher expenditures for contracts
with other menta1 hea1th organizations by freestanding psychiatric outpatient
c1inics and multiservice menta1 hea1th organizations, especia11y those under
State or 1oca1 government ownership.

тhe remaining one-fifth of the total expenditures by mental health
organizations in 1983 were a11ocated to other operating expenditures
(tab1e 3). This expenditure category ranged from a 1ow of 14 percent of
total expenditures by freestanding psychiatric outpatient c1inics operated by
State or 1ocal governments to a high of 33 percent for private psychiatric
hospita1s operating on a for-profit basis.

Ехpenditures of Menta1 Неа1th Organizations, by State, 1983

State-by-State distributions for the number and type of menta1 hea1th
organizations and total expenditures for each in 1983 are presented in tab1es
4 and 5, respectively. Three States (Са1ifornia, New York, and Pennsylvania)
accounted for one-third of the S12. 26 bi11ion expended by a11 menta1 hea1th
organizations in that year (table 5). Реr capita expenditure data (table 6
and figure 1) indicate that

9 only 14 States and the District of Columbia had per capita
expenditures for a11 mental health organizations that exceeded the
U.S. figure of S52.43

9 the per capita expenditures by State ranged from S22.89 in Hawaii
to S110. 62 in New York and S256 . 39 in the District of Со1umbia

of the per capita expenditure figures for the various types of menta1 health
organizations, those for State menta1 hospita1s and multiservice menta1
health organizations showed the most variation among the States.
Specifica11y, per capita expenditures for State menta1 hospita1s (excluding
the District of Columbia) ranged from S78.35 in New York to S5.44 in Arizona,
and per capita expenditures for multiservice mental hea1th organizations were
1argest in Vermont (S68.18) and sma11est in Iowa (S2.49). The per capita
expenditures for State menta1 hospita1s were higher than those for other
types of menta1 health organizations in a11 but 12 States (Arizona,
Са1ifornia, Hawaii, Каnsas, Кentucky, Massachusetts, Nevada, North Caro1ina,
Utah, Vermont, West Virginia, and Wyoming), where somewhat higher per capita
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expenditures were noted for RТСs, private psychiatric hospita1s, VA medica1
centers, and/or multiservice mental health organizations (tab1e 6).

Nationa11y, State menta1 hospita1s accounted for 45 percent of the tota1
expenditures by mental health organizations in 1983 (tab1e 7) . мu1tiservice
mental health organizations ranked next with 22 percent of the tota1
expenditures, fo11owed by private psychiatric hospitals (14 percent), vА
medical centers (11 percent), RТСs (5 percent), freestanding psychiatric
outpatient c1inics (3.5 percent), and freestanding psychiatric partial care
organizations (1ess than 1 percent). Ноwever, considerab1e variation in this
national pattern was observed among the States. For example, State menta1
hospital expenditures represented 50 percent or more of a11 expenditures by
mental hea1th organizations in 11 States and the District of Columbia and
1ess than 35 percent of total expenditures in 12 other States. Percentages
ranged from 70 percent or more in New York, South Caro1ina, and the District
of Columbia to on1у 14 percent in Massachusetts. Twenty—six States had
proportionately higher expenditures for multiservice mental health
organizations than the U.S. figure of 22 percent. Among a11 States, the
percentages ranged from a high of 74 percent in Vermont to a 1ow of 5 percent
in De1aware and the District of Columbia. In genera1, 1ess variation
occurred among the States in the percentage of funds expended by each of the
other types of mental health organizations re1ative to the corresponding U.S.
percentages. Ноwever, for most of these organization types, a few States
differed marked1y from the respective U.S. figures (tab1e 7).

Sources of Funds5 for Menta1 неа1th Оrganizations, 1983

State governments were the source for almost ha1f (nearly 48 percent) of the
funding for mental health organizations in the United States during 1983,
with the bu1k of these monies provided by the State menta1 hea1th agencies
(tab1e 8). С1ient fees, Medicaid, and Federa1 funds (exclusive of Medicaid
and Medicare) ranked next, with each source providing 12 to 13 percent of the
funding tota1 in that year. Among the other funding sources, 1oca1
governments contributed 7 percent; and Medicare, c1ient fees that reverted to
State or other government organizations, contract funds from other
nongovernmenta1 organizations, and "a11 other funding sources" each
contributed 3 percent or 1ess of the tota1 funding (tab1e 8).

With the exception of private psychiatric hospita1s, VA medica1 centers, and
RТСs, data showed that State government funds were the major source of
funding for State menta1 hospitals (69 percent), multiservice mental hea1th
organizations (52 percent), freestanding psychiatric partial care
organizations (45 percent) , and freestanding psychiatric outpatient c1inics
(39 percent) (table 8). А11 funding for VA medica1 centers was, of course,
provided by the Federa1 Сovernment, and 69 percent of the funding for private
psychiatric hospita1s came from c1ient fees. Local governments accounted for
35 percent of the funding for RТСs, with this percentage being just s1ight1.y
higher than the 34 percent provided by State governments. Local governments
a1so contributed a sizable percentage of the funding for freestanding
psychiatric partial care organizations and freestanding psychiatric
outpatient c1inics (20 percent each) and for multiservice mental hea1th
organizations (15 percent). See table 8 for other variations in the funding
sources among the different organization types, as we11 as among ownership
categories of these organizations.



Sources of Funds for Menta1 Неа1th Оrganizations, by State, 1983

Аs expected, State governments were the major source of funding for State
menta1 hospitals in every State during 1983, and they contributed 50 percent
or more of the tota1 funding for these hospita1s in a11 but two States (Iowa
and Wisconsin) and the District of Columbia (tab1e 9). For the District of
Сolumbia, the Federal Government was the primary funding source. Among the
50 State governments, considerab1e variation occurred in the percentage of
funding provided by State mental health agencies and other State government
sources. Nationa11y, and in 30 States, Medicaid ranked second to State
government funds as a major source of funding for State menta1 hospita1s. In
the District of Columbia, Medicaid ranked second to "other Federa1" funds.
Among the remaining 20 States, either c1ient fees, Medicare, or 1oca1
government funds were the second most frequent funding sources.

Аs noted previously, slight1y over two-thirds (69 percent) of the funding for
private psychiatric hospita1s was obtained from c1ient fees in 1983
(table 10). Among the 39 States (and the District of Columbia) that had
private psychiatric hospitals in 1983, client fees as a percent of tota1
funding ranged from 26 percent in New Mexico up to 96 percent in Missouri;
this source represented two-thirds or more of the tota1 funding in 29 States.
In three States (Indiana, New Mexico, and 0k1ahoma) , State government funds
exceeded c1ient fees as the primary source of funds for private psychiatric
hospitals. Сonsiderable variation occurred among the States with respect to
other sources of funding for these hospitals in 1983, a1though Medicare,
which was the second ranking source of funds for private psychiatric
hospita1s nationa11y, also ranked second in 18 of the 37 States.

Nationa11y, State governments and 1oca1 governments were the primary sources
of funds for RТСs in 1983, with each providing approximately one-third of the
tota1 funding for these organizations (tab1e 11). Аmong the 44 States (and
the District of Columbia) that had RТСs in 1983, only three States (Техаs,
Моntana, and New Hampshire) showed a pattern where State and 1oca1
governments shared almost edua11y as the major funding sources. In 25 of the
remaining States, State governments contributed the 1argest percentage of the
funding; in 14 States, 1ocal governments were the major contributors; in
Аrizona, c1ient fees and 1ocal governments were the major funding sources;
and in Georgia and Texas, the primary funding came from the "a11 other
sources" category. Sources of other funding for RТСs varied wide1y among the
States in 1983.

Among the 42 States and the District of Columbia that had freestanding
psychiatric outpatient c1inics in 1983, State governments contributed the
1argest percentage of the funds for these organizations in 30 States
(table 12). In the remaining States, c1ient fees used for program operation
on c1ient fees that reverted to State or other governmenta1 agencies were the
primary funding sources in seven States (Arizona, Arkansas, Colorado,
District of Columbia, Georgia, Tennessee, and Vermont) ; 1ocal governments
were the major funding sources in Iowa; and in the other six States (Каnsas,
Мinnesota, New Jersey, Rhode 1s1and, Texas, and Wisconsin), either State
government, 1ocal government, client fees, and or "a11 other sources" were
the major funding sources for psychiatric outpatient c1inics. Again,
considerable variation prevai1ed among the States with respect to secondary
sources of funding for the freestanding psychiatric outpatient c1inics in
1983.



Тm a11 but 6 of the 4 9 States and the District of Со1umbia that had
multiservice mental health organizations in 1983, State governments provided
the 1argest percentage of the funding, with figures ranging upward from
27 percent in Tennessee to 99 percent in Louisiana (table 13) . For the
remaining States, the primary funding sources were 1ocal governments in Towa,
Мinnesota, Ohio, and Pennsylvania; Medicaid, in Tennes see; and both Medicaid
and client fees reverting to State or other governmenta1 agencies, in the
District of Columbia. Wide variation among the States was noted here, also,
with respect to secondary sources of funding for the multiservice menta1
hea1th organizations in 1983.

Summary

Ехpenditures

Тоta1 expenditures by specia1ty mental health organizations amounted to
s1ight1y over S12.2 bi11ion in 1983. When adjusted for inf1ation, with 1969
as the base year, however, the total expenditures (exc1uding VA medica1
centers) amounted to S3.47 bi11ion. Three States (Са1ifornia, New York, and
Pennsylvania) accounted for one-third of these total expenditures in 1983.
Nationa11y, the 1argest proportion of the total expenditure figure was made
by State menta1 hospita1s (45 percent), fo11owed by mu1tiservice menta1
health organizations (22 percent). Private psychiatric hospita1s and VА
medica1 centers ranked next with 14 and 11 percent of the total expenditures,
respectively; and the remaining organizations each accounted for 1ess than
5 percent of the tota1. Тn a11 but 11 States, State menta1 hospita1s also
out ranked other menta1 health organizations in the amount expended for menta1
hea1th care.

Тоta1 expenditures by mental health organizations increased between 1981 and
1983, even when adjusted for inf1ation. The constant do11ar expenditures for
State menta1 hospita1s, private psychiatric hospita1s, and the community—
based organizations (i.e., multiservice mental hea1th organizations,
freestanding psychiatric partial care organizations, and freestanding
psychiatric outpatient c1inics) combined, increased between 1981 and 1983,
and those for RТСs decreased. Моst notab1e was the increase for State menta1
hospita1s, reversing a previous pattern of dec1ine.

Sources of Funds

In 1983, the funding avai1ab1e to mental hea1th organizations amounted to
just over S11.6 bi11ion, almost ha1f of which was provided by State
governments. С1ient fees, Medicaid, and Federa1 funds (exclusive of
Меdicare) ranked next, each providing 12 to 13 percent of the funding. Loca1
governments contributed 7 percent, and a11 other sources each accounted for
3 percent or 1ess of the tota1 funding. Among organization types, State
governments were the major source of funding for State menta1 hospita1s,
multiservice menta1 health organizations, freestanding psychiatric partia1
care organizations, and freestanding psychiatric outpatient c1inics. VA
medica1 centers were funded by the Federal government, and most funding for
private psychiatric hospita1s came from c1ient fees. Loca1 and State
governments shared equa11y as the primary funding sources for RТСs, and 1oca1
governments also contributed substantia11y to the funding of multiservice
mental hea1th organizations, freestanding psychiatric partial care
organizations, and freestanding psychiatric outpatient c1inics.



Footnotes

1current do11ars are the actual expenditures incurred, unadjusted for the
effects of inf1ation.

2Per capita expenditures are the amounts of money expended per individua1
in the general population. The population used in the calculation of per
capita expenditures is the estimated civi1ian population of the United States
and of each State as provided by the U.S. Вureau of the Census for the years
specified.

Зconstant do11ars are the expenditures that would have occurred if
inflation were e1iminated complete1y or, in other words, expenditures that
would have resulted if equivalent goods and services that were purchased for
$100 in the base year 1969 could be purchased for the same amount in
subsequent years. It is assumed that the rate of inf1ation for services
provided by mental hea1th organizations was the same as that for services
included in the medical care component of the consumer price index
(1969=100.0). Indices for subsequent years shown in this report are 259.7
for 1981 and 315. 1 for 1983 .

*Expenditures include the fo11owing:

Staff expenses--sa1aries of a11 personne1 p1us fringe benefits and
payro11 taxes, and expenses for contract personne1 used by the
organization.

Сontracts with other mental health organizations--expenses for contracts
entered into with other mental health organizations for the provision of
mental hea1th services by that organization.

Оther operating expenses——a11 maintenance, supplies, ordinary repair
costs, and contract expenses other than those 1isted above. Excludes
depreciation expense.

Depreciation expenses — А11owances made in accounting for a decrease in
value of property through wear, deterioration, or obso1escence.

Сapital expenditures--cost for construction of bui1dings, additions, and
purchases of durable equipment.

*Funding sources include the fo11owing:

State government (exclusive of Medicaid) ——

* State mental hea1th agency funds

* Оther State government funds

С1ient fees

* С1ient fees that revert to State or other governmenta1 agencies and
are not avai1ab1e for expenditure by the organization.

Оther c1ient fees include direct c1ient payments, commercia1
insurance, В1ue Cross and В1ue Shield payments, and any other
payments from nongovernmenta1 sources, but exc1ude Medicaid and
Меdicare payments, vocational rehabi1itation payments, Veterans
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Аdministration payments, СНАМРUS, and any other governmenta1
payments.

Медlicaid——Federa1, State, and 1oca1 share.

Меdicare——Medical care insurance for persons 65 years and over and
disab1ed persons under the Social Security System.

other Federa1——VA payments, СНАмРUS, and other Federal payments.

Local government--payments from county, city, and city-county
governments and district/regiona1 authorities.

Сontract funds--payments from other nongovernmenta1 organizations for
the provision of menta1 health services to this organization.

А11 other sources--foundation bequests; individua1 trusts; gifts and
contributions of cash or 1iquid assets; United Fund, Menta1 Неа1th
Аssociation, and other charitab1e campaigns . Excludes value of in-kind
services .
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Арpendix

Тypes and Definitions of Menta1 Нealth Organizations
and Оwnership/Contro1 Categories

Меnta1 Неа1th Оrganizations

Еreestanding psychiatric outpatient clinic. An organization that
provides only ambulatory mental health services on either a regular or
emergency basis. The medical responsibility for a11 patients/c1ients and/or
direction of the mental health program is genera11y assumed by a
psychiatrist.

Еreestanding psychiatric partial care organization. A freestanding
organization that offers only day or evening partial care in a planned
program of mental health treatment for individua1s or groups of patients.

Мultiservice mental health organization. An organization that directly
provides two or more program elements (that is, inpatient, outpatient, day or
other partial hospitalization) and is not c1assifiable as a psychiatric or
general hospita1 or as a residential treatment center for emotiona11y
disturbed chi1dren. То be considered part of a multiservice mental health
organization a program e1ement must be under the direct administrative
contro1 of the organization, which includes financia1 and staffing and
c1inica1 and programmatic responsibi1ity.

Рsychiatric hospita1. Аn entity either operated as a pub1ic hospita1 by
a State (e.g., State menta1 hospita1) or 1icensed as a hospita1 by the State
(e.g., private for-profit/not-for-profit psychiatric hospita1) that is
primari1y concerned with providing inpatient care and treatment to persons
with menta1 disorders.

Residential treatment center for emotiona11y disturbed children (Rтс).
Аn organization that must meet a11 of the fo11owing criteria:

a. It is an organization, not 1icensed as a psychiatric hospita1, whose
primary purpose is the provision of individua11y p1anned programs of
mental hea1th treatment services in conjunction with residential care
for its patients/c1ients.

b. It has a c1inica1 program within the organization that is directed by
either a psychiatrist, psychologist, socia1 worker, or psychiatric nurse
who has a master’s and/or a doctorate degree.

c. It serves chi1dren and youth primari1y under age 18.

d. The primary reason for the admission of 50 percent or more of the
chi1dren and youth is menta1 111ness, which can be c1assified by DSМ—
11/1СDА-8 or DSM-III/ICD-9-СМ codes, other than those codes for menta1
retardation, substance (drug) re1ated disorders, and alcoholism.

Veterans Administration psychiatric organization (VА пеdica1 center).
Аn organization operated and contro11ed by the Veterans Administration, which
provides psychiatric services, for example, psychiatric services in VА
medica1 centers, VA outpatient psychiatric c1inics, and VA multiservice
mental hea1th organizations.



Оwnership/Contro1 Categories for Organizations

State—1oca1 government——contro1 by State, county, and/or city
governments, or by district/regional authorities.

Nonprofit——contro1 by foundations, churches, or other nonprofit groups.

Роr-profit-—contro1 by corporations, partnerships, or individua1s operating
on a for-profit basis.
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