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Alcoholism Treatment and Total Health
Care Utilization and Costs
A Four-Year Longitudinal Analysis of Federal Employees

Harold D, Holder, PhD, James O. Blose, MPP

This study examines the effect of alcoholism treatment services on owverall
health care ufiization and costs for health insurance enrollees under the
Federal Employees Health Benefit Program with Aetna Insurance Company,
1980 through 1983. Claims filed by 16897 treated alcoholics (and their tamily
members) continuously enrolled with Aetna during the study period were
axamined. In the years prior to initial alcoholism treatment, alcoholics incurred
gradually increasing total health care costs on the average. These costs rose
dramatically in the six months prior to treatment, began to decline after
treatment initiation, and continued to fall during several follow-up years. For
alcoholics less than 45 years of age, costs eventually declined to a point
comparable with the lowest pretreatment levels.

EARLIER studies have established
that alecholies have lower life expee-
tancies and thus higher mortality rates
at younger ages than nonaleoholic pop-
ulations.” Regular heavy ingestion of
ethanol inereases the chances of physi-
cal illness and early death.

On the average, aleoholies consume
medical care resources at a much high-
er rate than nonalcoholic individuals™
There have been few studies, however,
of the way that aleoholism treatment
affects overall health care utilization
and eosts. This relationship has become
an important issue during the past
decade as more insurance carriers, self-
insured companies, and health mainte-
nance organizations (HMOs) have cov-
ered and/or provided alecholism treai-
ment. Several studies have examined
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the impact of aleoholism treatment on
medical care cost and utilization using
data from prepaid plans or HMOs (H.
Hunter, unpublished data, November
1978).%* These have generally found a
reduction in health care utilization or
cost following alecholism treatment.
Haolder and Hallan" report similar find-
ings in a study of aleoholies in a
fee-for-service population. Research in
this area has been more thoroughly
reviewed by Jones and Vischi and
Saxe et al" While these studies con-
sistently show decreases in overall
health care utilization following aleo-
holism treatment, the generalizability
of the findings can be guestioned
because of the possibility of self-
seleetion in enrollment with HMOs ="
Further, most of this research is based
on relatively small numbers of cases
concentrated in specific geographic
areas.

The study reported herein provides
further evidence regarding changes in
general medical care utilization and
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costs following initiation of aleoholism
treatment. This research sought to
avoid several limitations of many prior
studies™ by the use of several design
features: (1) & large, continuously
enrolled treated aleoholic population
{about 1700 subjects), (2) a geographi-
cally diverse population including cases
from all 50 states, (3) longer pretreat-
ment and posttreatment time periods,
(4) use of multiple cost and utilization
measures to eorroborate any observed
effects, and (5) use of a comparison

group. .

In addition to providing an opportu-
nity to corroborate the findings of
previous small regional studies with a
sizable national data base, this re-
search has the capacity to extend our
knowledge in two directions: (1) The
large number of cases permits some
exploratory analyses to be conduected
on aleoholics of differing ages; and (2)
the long time period examined provides
& longer and more detailed picture of
the pretreatment cost patterns of aleo-
holies than has been possible,

RESEARCH APPROACH

The data for this study were derived
from a review of all elaims filed with
the Aetna Life and Casualty Company
during the calendar years 1980 through
1983 hy all persons insured under the
Federal Employees Health Benefit
Program. As of September 1983, the
Aetna plan covered 390 000 enrollees
(federal employees and retirees) and
about 980 000 beneficiaries in all.
About half of all enrollees were aged 60
years or older. During the four-year
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nies and health maintenance organi-
zations (HMO’s) began covering or
providing alcoholism treatment, this
became an important question. The
results of Holder and Blose’s study
provided significant evidence that al-
coholism treatment really was
cost-effective for health care plans.

Holder and Blose’s study was the
first to examine alcoholism treat-
ment and health care costs in a large
(approximately 1,700 persons) con-
tinuously enrolled treated population
over a long (4 year) time period, which
gave the researchers time to study the
population for several months both be-
fore and after treatment. The popula-
tion was geographically diverse,
coming from all 50 States, and multi-
ple cost-and-utilization measures were
used to determine treatment effec-
tiveness. The size of the sample per-
mitted analysis on alcoholics of
different ages, and the longer time
period made possible a more detailed
view of alcoholics’ health care pre-
treatment cost patterns. Holder and
Blose’s study also was the first to
show the economic advantage of
making treatment available in the
early stages of alcoholism and thus
provided a rationale for identifica-
tion and intervention programs to
motivate alcoholics to be treated at a
younger age and earlier in the course
of their disease.

Previous studies, using data from
HMO'’s or prepaid plans and fee-for-
service systems, that also had indicat-
ed reduced health care costs as a result
of providing alcoholism treatment
had been plagued by methodological
problems, such as small numbers of
cases in specific geographic areas.
These problems had severely limited
their generalizability and thus their
usefulness for health policy.

Holder and Blose’s study looked at health care utilization and

costs for enrollees under the Federal Employees Health Benefits
Program with Aetna insurance company. Alcoholics were de-

fined as any person receiving treatment under the primary diag-
nosis of alcoholism. Claims filed by 1,697 treated alcoholics and

their family members continuously enrolled during the study pe-
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his study by Holder and Blose attempted to answer an impor-

tant health policy question: Can alcoholism treatment, as op-
posed to treating alcohol-related medical complications—because it
is actually provided to a large population motivated to seek care—
result in reduced overall health care costs? Few studies had been
done to examine how alcoholism treatment affected overall
health care utilization and costs, and as more insurance compa-

riod were examined together with a sample of 3,598 randomly
selected, similarly aged, enrolled families with no family mem-
bers receiving alcoholism treatment. The 4-year average per
capita monthly pretreatment health care costs for a family with
an alcoholic member was almost 100 percent ($209.60 compared
with $106.50) above that for a family with no members receiving
alcoholism treatment for the same period. (Much of this cost
came from inpatient alcoholism treatment; however, even with-
out these treatment expenses, the average per capita monthly
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health care costs for families with alcoholic members were still
higher: $180.88).

The average monthly health care costs for alcoholics gradual-
ly increased over the 36 months prior to treatment, rising dramat-
ically in the last 6 months. Holder and Blose interpreted this to
mean that the average alcoholic’s emotional and physical prob-
lems appeared to increase in the 6 months before he or she de-
cided to enter treatment. After alcoholism treatment, costs for the
alcoholic population declined and continued to do so for the next
few years. This pattern was almost identical for men and women.

For those alcoholics who were 44 years of age and under at
the time of treatment, posttreatment health care costs eventually
fell to those seen 36 months prior to treatment. For those 65
years of age and over, the posttreatment decline in costs was not
so dramatic, and health care costs remained above pretreatment
levels. Holder and Blose suggested that costs in this older popu-
lation could be attributed to increasing medical care costs caused
by aging as well as to the existence of alcohol-related health
problems resulting from a longer period of abuse.

Subsequent studies, many also by Holder and Blose, have
confirmed and extended these original findings. For example,
Holder and colleagues (1992) reviewed a 20-year period of re-
search into the potential total health care cost savings associated
with alcoholism treatment, further confirming that untreated al-
coholics use health care resources at twice the rate of their popu-
lation control group and that this difference can be eliminated if
they undergo alcoholism treatment. This study supported the re-
sults of the original Holder and Blose study showing that
younger drinkers, if treated for their alcoholism, will have lower
health care costs than older nontreated alcoholics.

Although Holder and Blose’s study was not designed to com-
pare treatments, treatment costs, and lengths of stay, their find-
ing that overall treatment for alcoholism reduced subsequent
health care costs encouraged further research examining the ef-
fectiveness and cost-effectiveness of various types of treatment.

For example, Holder and colleagues (1991) found that overall,
the most effective treatment modalities were not the most expen-
sive. This finding should further stimulate researchers to conduct
clinical studies in which both cost and effectiveness are measured.

It is now clear that the future of alcoholism treatment depends
on extending cost-effectiveness studies beyond those of generic
“alcoholics” to identifying different types of alcohol problems
(e.g., alcohol abuse, alcohol dependence) and beyond generic
“treatment” to more specific treatment techniques or settings
(e.g., inpatient, intensive outpatient). Once these distinctions are
made, studies can be done on the most cost-effective type of
treatment for each type of alcohol problem. Holder and Blose’s
landmark study demonstrated elegantly and definitively the cost
benefits of any type of alcoholism treatment. They also proved
that research in the alcoholism treatment field could yield results
that were as exact as that of research in other branches
of medicine. W
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