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Economics of decriminalizing mental illness:
when doing the right thing costs less
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The United States’ criminal justice system has seen exponential growth in costs related to the incarceration of persons
with mental illness. Jails, prisons, and state hospitals’ resources are insufficient to adequately treat the sheer number of
individuals cycling through their system. Reversing the cycle of criminalization of mental illness is a complicated
process, but mental health diversion programs across the nation are uniquely positioned to do just that. Not only are
these programs providing humane treatment to individuals within the community and breaking the cycle of recidivism,
the potential fiscal savings are over 1 billion dollars.
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Are We Getting Our Money’s Worth Treating Serious
Mental Illness as a Crime?

U.S. health care costs are staggering, with spending at
$3.5 trillion dollars in 2017.1 Additionally, criminal jus-
tice system expenditures are estimated at $270 billion
dollars.2 Our nation’s most at-risk individuals are falling
through the cracks and entering a vicious cycle of incar-
ceration and temporary institutionalization, which only
exacerbates these costs.

In Figure 1, the movement of a person through the
criminal justice system is represented by squares for
each institution or system that provides an individual
with mental health treatment and include: county jail,
state hospital, and prison. Within each of these institu-
tions, costs for mental health treatment are staggering
(Table 1). Estimates place jail treatment for individuals
with mental illness at anywhere from $33 000 to $168
000 dollars per person per year nationally.3,4 Addition-
ally, once placed in state hospital treatment this cost

increases to an average of $242000 per patient per year in
the United States (Email correspondence, S. Melching,
4/10/2019).5 The cost of a subsequent placement in state
prison depends on whether an individual’s mental health
treatment necessitates outpatient or inpatient treatment.
The former costs are noted at approximately $80000 to
$100000 per inmate per year while the range increases
substantially if inpatient mental health treatment is
required: $300000 to$550000per inmateper year (email
correspondence, L. Koushmaro, 8/30/2018). Even with
utilizing the most conservative numbers, an individual
who commits a crime, undergoes competency restoration,
and serves a 2-year prison sentence will cost taxpayers
somewhere in the range of $342000 (Figure 2).

Doing Well (for the Budget) While Doing Good (for the
Forensic Patient)

While these economic costs become astronomical when
multiplying by the massive number of people who travel
through the criminal justice system, the potential for
change and fiscal improvement is equally considerable.
The Sequential Intercept Model (SIM; Figure 3) concep-
tualizes how systemic interventions can break this
cycle.6 SIM provides a way for policies and programs to
divert individuals out of the criminal justice system and
into mental health treatment, long-term housing, and
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overall stability. Initial studies show promising cost-
savings when implementing diversion programs.7,8 As
shown in Table 1, the annual cost of providing mental
health treatment and housing to a person in the commu-
nity ranges anywhere from $35000 to $47 333.3,9 By
successfully implementing diversion with even a small
group of individuals, cost-savings could be significant.
Two recent examples of the potential cost-savings of
these programs to communities are in San Antonio,
Texas and Miami, Florida where diversion programs
have saved taxpayers $10 million and $12 million per
year, respectively.3

Consider the potential fiscal outcomes of implement-
ing mental health diversion programs across the United
States. These hypothetical programs could specifically
target individuals who, if not for an untreated or under-
treated mental illness, would not be in jail. These indi-
viduals could receive treatment for their mental illness in
the community, thereby breaking the cycle of

inconsistent treatment providers across multiple systems
(jails, prison, state hospitals).

Given these figures, conservative estimates can be
drawn on the potential fiscal savings for implementing
a mental health diversion program. Estimates of com-
munity mental health treatment costs indicate that
mental health diversion would cost approximately
$35 000 per person per year,3 while a forensic state
hospital bed in the United States averaged $242 000
per person per year.5 The mental health diversion
of only one person could potentially save $207 000
(Figure 4). When including the estimated state costs
of diversion participation to the annual cost of incar-
ceration in a state prison for individuals with serious
mental illnesses, the potential savings to the state are
even greater Figure 5.

A mental health diversion program would not have
difficulty finding participants within the large cohort of
individuals with mental illness in the criminal justice
system; a recent study10 found that over half (56%) of
the mental health population in a large U.S. jail system
could be safely treated in the community if sufficient
services were available. In 2016 alone, 13 734 individ-
uals were admitted to state hospital beds around the
country for competency.5 If even 50% of these individ-
uals (half of the 13 734 individuals admitted = 6867
people) could have instead been diverted and
safely treated in the community, with a cost savings of

FIGURE 1. Cycle of the criminal justice system for a person with mental illness.

TABLE 1. Cost of treatment per person per year.

Treatment locale Per person per year cost range

Local county jail4,15 $33 000-$168 000
State prison inpatient treatment bed7 $300 000-$550 000
State hospital treatment bed5,6 $242 000-$255 000
State prison outpatient treatment bed7 $80 000-$100 000
Community diversion3,11 $35 000-$47 000
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$207 000 each, the criminal justice system would have
saved a staggering $1, 421, 469, 000 (Figure 5). Over
$1.4 billion dollars saved, and as a bonus, individuals
withmental illness receive the treatment they deserve—
in the community.

Conclusions

Mental health diversion programs are a promising solu-
tion to the difficulties resulting from a combination of
deinstitutionalization and state/federal funding cuts in
the community behavioral healthcare system.11 States
across this country are grappling with the deluge of
people suffering from serious mental illnesses who often

have no recourse for their illness except incarceration.
The costs of this public policy problem to taxpayers is
enormous and is exponentially higher for the people who
cannot access needed treatment and for their families,
friends and communities. Diversion programs are an
attempt to change that—to provide treatment resources
in the community that stabilize these individuals, allow
them to function effectively in society, and break the
cycle of recidivation. Not only can diversion programs
improve both criminal justice and mental health
outcomes,12,13–15 it is a fiscally responsible way to
provide much-needed mental health treatment to a
vulnerable population. For diversion programs to be
successful, adequate financial resources must be

FIGURE 2. Example of estimated cost of one individual’s journey through the criminal justice system.

FIGURE 3. Sequential Intercept Model.8
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provided during implementation and sustainability
phases. Repeating past failures in community-based
mental health treatment can be avoided by the provision
of fiscal support for diversion programs. Such support is
an investment in the future, as broad estimates demon-
strate the potential for a 1-year cost-savings of over $1.4
billion dollars from diverting treatment out of state
hospitals and into the community.
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FIGURE 5. Prospective cost differences of state hospital treatment versus community diversion treatment.
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FIGURE 4. Prospective cost differences in 1 year of utilizing mental health diversion for 1 individual.
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