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Objective: This study is the first to examine the distribution of service
utilization and costs with a population-based sample that experienced
chronic homelessness in sheltered and unsheltered locations in a large
U.S. city. Methods: This study used shelter and street outreach records
from a large U.S. city to identify 2,703 persons who met federal criteria
for chronic homelessness during a three-year period. Identifiers for
these persons were matched to administrative records for psychiatric
care, substance abuse treatment, and incarceration. Results: Twenty per-
cent of the persons who incurred the highest costs for services account-
ed for 60% of the total service costs of approximately $20 million a year
(or approximately $12 million). Most of the costs for this quintile were
for psychiatric care and jail stays. Eighty-one percent of the persons in
the highest quintile had a diagnosis of a serious mental illness, and 83%
of the persons in the lowest quintile had a history of substance abuse
treatment without a diagnosis of a serious mental illness. Conclusions:
Supportive housing models for people with serious mental illness who
experience chronic homelessness may be associated with substantial cost
offsets, because the use of acute care services diminishes in an environ-
ment of housing stability and access to ongoing support services. How-
ever, because persons with substance use issues and no recent history of
mental health treatment used relatively fewer and less costly services,
cost neutrality for these persons may require less service-intensive pro-
grams and smaller subsidies. (Psychiatric Services 61:1093-1098, 2010)

ecent research has demon-
strated how persons with seri-
ous mental illness who are

chronically homeless incur substantial
service use costs. Services examined

but reductions in these services that
are associated with supportive housing
placements can offset much of the cost
of providing this combination of hous-
ing and services. Initial studies that re-

include homelessness services (shelter
and outreach), general health care,
mental health care, and incarceration,

ported such findings (1-3) have led to
a more generalized cost-offset model
(4-6) that has served as a prototype for
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34 unpublished studies that have esti-
mated cost reductions associated with
housing placement and attendant
services (7). More recent research has
found significant cost reductions asso-
ciated with “housing first” programs
(immediate housing without require-
ments for sobriety, treatment session
attendance, and other barriers to
housing) (8-10).

Largely because of these successes
in providing housing and services to
this population with greater cost-effi-
ciency than achieved with temporary
shelters, the U.S. Congress and the
federal government have established
ending chronic homelessness as a
federal priority (11). Along with this
emphasis have come expectations
that public costs will be reduced
when chronic homelessness is ended.
Such a view is predicated on the as-
sumption that chronically homeless
persons make substantial use of ex-
pensive services in the general health,
mental health, and criminal justice
systems. Insofar as most of the pub-
lished research on cost offsets has fo-
cused on persons who have serious
mental illness, chronic homelessness
may have become confounded with
heavy (and expensive) use of services,
particularly mental health services.
Were this the case, expectations
about cost offsets and the provision of
overly expensive support services may
be unrealistic.

This study examined service use in
a comprehensive population of chron-
ically homeless individuals in a large
U.S. city over a three-year period.
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This study differed from the cost
studies previously referenced in that
it was not restricted to those who re-
ceived a supportive housing place-
ment, many of whom were selected
because of psychiatric disability or a
history of heavy service use. The goal
in broadening the study population
was to produce a more robust and
representative distribution of cumu-
lative service use and costs associated
with chronic homelessness and a
more reliable baseline against which
intervention costs and potential cost
offsets could be projected. In addi-
tion, the population examined includ-
ed a subgroup identified as chronical-
ly homeless and primarily staying in
unsheltered locations. This is the first
study of service use and attendant
costs in this broader subgroup.

Methods

Chronic homelessness data set
Data from three administrative data
sources formed the basis for an inte-
grated database containing records for
persons whose use of homelessness
services was consistent with federal
criteria for chronic homelessness (12).
These data sources included records
from a computerized database main-
tained by the City of Philadelphia’s
Office of Supportive Housing (OSH)
that covers Philadelphia’s municipal
shelter system. Records of shelter
users and shelter stays have been kept
by OSH since 1990 on approximately
3,600 shelter beds, or roughly 80% of
the emergency shelter services avail-
able for individuals in the City of
Philadelphia (13,14). Supplementing
this shelter database were records
from the Bethesda Project, a nonprof-
it organization unaffiliated with OSH
that provides approximately 200 shel-
ter beds during the winter months.
The third data source was a database
of homeless individuals receiving
street outreach contacts through the
Outreach Coordinating Center (OCC),
an umbrella organization of street out-
reach service providers. OCC contacts
are made in nonshelter locations and
provide means to identify persons
who are homeless but eschew shelter
services. The records from these three
data sources were combined through
deterministic matches across data sets
based on combinations of common
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name, gender, date of birth, and (for
OSH and OCC) Social Security num-
ber. When combined, these three data
sources provided information about
virtually all individuals who were
homeless for any substantial period in
Philadelphia.

Records were selected for this
study if the pattern of service use be-
tween 2000 and 2002 was consistent
with the federal definition of chronic
homelessness: either one year or
more of continuous homelessness or
at least four homeless episodes dur-
ing the past three years. (The federal
definition of chronic homelessness
includes disability criteria that were
not applied because that information
was incomplete in the homelessness
records for the period studied.) On
the basis of this definition, a record
was retained if it met one of three cri-
teria: first, the individual’s shelter in-
take and exit dates either spanned
more than 365 days or he or she had
four or more separate intakes be-
tween 2000 and 2002, each separated
by 30 days of no shelter record (this
definition of a shelter episode is
based on a 30-day exit criterion that is
based on widely used criteria [15]);
second, the person entered the win-
ter shelter program for two consecu-
tive winter seasons; or third, the
record indicated that the person had
contact with homeless outreach
workers either for 12 consecutive
months or for four or more discrete
months in the three-year observation
period.

Data sources on services
The data set containing records for
persons with patterns of chronic
homelessness was matched to records
of service use during the 2000-2002
study period that were obtained from
public service systems. Deterministic
matches were made with personal
identifiers that were common to the
database of chronically homeless per-
sons and the sources of service
records. The costs per person were
tabulated by multiplying the units of
services used by an estimate of the av-
erage cost per service unit. With the
exception of street contacts, an annu-
al cost per person was derived by di-
viding total costs by 3.

The number of service units used

came from several sources, including
OSH records of shelter use, which in-
cluded personal identifiers and the
intake date and exit date of each shel-
ter visit; OCC records of persons con-
tacted in 2002, which include person-
al identifiers and the number of con-
tacts made for each client; and Med-
icaid-reimbursed claims for behav-
ioral health services, both inpatient
and ambulatory, paid by Community
Behavioral Health (CBH), a not-for-
profit managed care organization
contracted by the City of Philadelphia
to provide mental health and sub-
stance abuse services for Philadelphia
residents covered by Medicaid. The
CBH data included personal identi-
fiers, service dates, service type
codes, and diagnoses.

Other sources of service units in-
cluded inpatient and outpatient men-
tal health services not covered by oth-
er third-party payers paid by the Of-
fice of Mental Health (OMH), which
is part of Philadelphia’s Department
of Behavioral Health. The OMH
records included personal identifiers,
the provider agency, the type of serv-
ice provided, and the date of service.
We also used assessments, referrals,
and funding support data for persons
with substance abuse problems pro-
vided by the Behavioral Health Spe-
cial Initiative (BHSI) for persons who
were eligible for Medicaid but not en-
rolled. The BHSI program is operat-
ed by the City of Philadelphia’s Office
of Addiction Services, a component
of Philadelphia’s Department of Be-
havioral Health. The BHSI records
included personal identifiers and the
types and dates of inpatient and out-
patient services. The final source was
incarceration data in the county jail
system provided by the Philadelphia
Prison System, which include person-
al identifiers and the intake and re-
lease dates for each jail stay.

The average cost per shelter night
during the 2000-2002 study period
was provided by administrators at
OSH. The costs per street contact
were calculated by dividing an OCC
estimate of the annual cost of street
outreach efforts in 2002 by the annu-
al number of contacts made during
the same year. The costs per service
unit for the CBH, OMH, and BHSI
data were obtained by using paid
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claims to calculate the average
amount paid between 2000 and 2002
for each type of service. The average
cost per night of jail was created from
the annual costs per night of jail pub-
lished in the annual reports issued by
the Philadelphia Prison System for
2000-2002.

The sample was divided into quin-
tiles based on the total annual cost of
the services the individuals had re-
ceived. A comparison of these cost
quintiles was the main focus of this
study. The cost quintiles were com-
pared to identify the differences in
patterns of service use and clinical
characteristics concerning psychiatric
care and substance abuse treatment.

Results

On the basis of the aforementioned
criteria, 2,703 persons exhibited pat-
terns of chronic homelessness be-
tween 2000 and 2002. Of this total,
2,434 (90.0%) persons met the
chronicity criteria for shelter use only,
151 (5.6%) met the criterion for use
of outreach services only, and 118
(4.4%) met both sets of chronicity cri-
teria. Eighty-five percent of the sub-
jects were male (N=2,298), and at the
end of the study period (December
31, 2002), the mean+SD age of this
group was 43+13.45 years.

Figure 1

Total annual costs of publicly funded behavioral health, corrections, and

homelessness services, by quintile®
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Total annual cumulative service costs (in $ millions)
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Annual cost quintiles

 Percentages inside bars indicate proportion of total annual service costs.

Figure 1 and Table 1 show the serv-
ice costs by quintile and the total an-
nual costs for persons tracked in this
study. The quintile containing the
heaviest users of services by cost col-
lectively accounted for 60% of the to-
tal costs incurred (Figure 1), with an
average annual cost of $22,372 per

person (Table 1). On average, a person
who was chronically homeless used
$7,455 per year in publicly funded be-
havioral health, corrections, and
homelessness services, which totaled
approximately $20 million annually for
the chronically homeless population of
Philadelphia for 2000-2002 (Table 1).

Table 1

Total annualized costs for services used by the chronically homeless population of Philadelphia in 2000-2002, by quintile?

$5,522— $3,110— $1,402—
>$11,122 $11,122 $5,522 $3,110 <$1,402 Total costs
(N=540) (N=541) (N=541) (N=541) (N=540) (N=2,703)

Service unit Cost ($) % Cost($) % Cost($) % Cost($) % Cost($) % Cost ($) %
Days in shelter (328 per day) 1,100,820 9 1,417,164 33 1,303,615 58 873,339 73 273,177 76 4,968,115 25
Street contacts (320 per contact) 81,940 1 64,440 2 49,780 2 40,200 3 27540 8 263,900 1
Visits to a crisis response center

(8475 per presentation) 1,214417 10 460433 11 182,875 8 79483 7 28,183 8 1965392 10
Case management claims ($24

per 15-minute session) 252520 2 51,552 1 5,392 <1 1,032 <1 0 — 310,496 2
Psychiatric inpatient days

($468 per day) 2480088 21 526032 12 109356 5 34476 3 6396 2 3156348 16
Mental health outpatient care

(368-3$75 per visit) 3,132,320 26 343,105 8 87,670 4 17,046 1 3,992 1 3,584,133 18
Substance abuse inpatient days

(3110-$300 per day) 299852 2 217,810 5 117485 5 36,345 3 6,442 2 677934 3
Substance abuse outpatient care

($35-$90 per visit) 584273 5 198744 5 101,887 5 44390 4 4128 1 933493 5
Jail (876 per day) 2,934,461 24 981,515 23 291460 13 75975 6 7651 2 4,291,061 21
Total costs 12,080,691 100 4,260,795 100 2,249,520 100 1,202,286 100 357,509 100 20,150,801 100
Average cost per person 22,372 7,876 4,158 2,222 662 7,455
* Annualized reflects the average cost of services per year over the three-year period covered.
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Table 2

Serious mental illness diagnoses and substance abuse indicators for the chronically homeless population of Philadelphia in

2000-2002, by quintile®

$5,522— $3,110— $1,402— Serious mental illness
>$11,122 $11,122 $5,522 $3,110 <$1,402 and substance abuse
(N=466) (N=424) (N=327) (N=241) (N=104) indicator (N=1,562)
Indicator N % N % N % N % N % N %
Serious mental illness and no
history of substance abuse
treatment 117 25, 63 15, 30 9, 22 9 138 13 245 16
Serious mental illness and a
history of substance abuse
treatment 21 56 193 46, 84 26, 33 14, 5 5, 576 37
No diagnosis but history of
substance abuse treatment 88 19, 168 40, 213 65, 186 77, 86 83, 741 47

4 Within rows, percentages with the same subscript were not significantly different at p<.05 (using z tests without a Bonferroni adjustment).

Table 1 provides further detail re-
garding the sources of costs by quin-
tile. For the most expensive quintile,
47% of the total costs tracked were for
inpatient and outpatient psychiatric
care. In addition, for each of the top
two quintiles almost one-quarter of
the total costs were from being jailed.
Both as a proportion of total service
use and their overall cost, psychiatric
and incarceration services were used
far more in these two quintiles than in

the other quintiles and account for
most of the overall cost differences. As
the cost that each quintile represent-
ed declined, the proportions of costs
for shelter use increased.

Among the 2,703 persons in the
study group, 2,015 (75%) were
matched to the CBH data, and among
these persons 1,562 (58% of all the
persons in the study group) had a di-
agnosis of serious mental illness or a
history of substance abuse treatment.

Table 3

Percentages of service units for highest and lowest quintiles of the chronically
homeless population of Philadelphia in 2000-2002

Service  Percentage of Total units
units all units used  used by
Quintile and service unit used (N) by the sample® the sample
Highest quintile: =$11,122
Mental health outpatient visits 43,306 87 49,779
Case management claims (15-minute sessions) 10,522 81 12,937
Psychiatric inpatient days 5,299 79 6,744
Days in jail 38,611 68 56,461
Substance abuse outpatient care visits 10,733 66 16,332
Visits to a crisis response center 2,557 62 4,138
Substance abuse inpatient days 1,593 43 3,711
Street contacts 4,097 31 13,195
Days in shelter 39,315 22 177,433
Lowest quintile: <$1,402
Street contacts 1,377 10 13,195
Days in shelter 9,756 5 177,433
Visits to a crisis response center 59 1 4,138
Substance abuse inpatient days 34 <1 3,711
Substance abuse outpatient care visits 67 <1 16,332
Psychiatric inpatient days 14 <1 6,744
Days in jail 101 <1 56,461
Mental health outpatient visits 56 <1 49,779
Case management claims (15-minute sessions) 0 — 12,937

 Sorted in descending order
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A total of 821 (53%) persons had any
CBH record with a primary diagnosis
of schizophrenia (ICD-9 code 295) or
major affective disorder (ICD-9 code
296), the criteria used for serious
mental illness; 1,317 (84%) had a
record of substance abuse treatment;
and 576 (37%) had a record of co-oc-
curring serious mental illness and
substance abuse treatment.

Table 2 shows that a large majority
(81%) of the persons in the highest
cost quintile had a diagnosis of seri-
ous mental illness and that a nearly
equal majority (83%) of those in the
lowest cost quintile had a history of
substance abuse treatment without a
diagnosis of serious mental illness.
The prevalence of serious mental ill-
ness diagnoses among those in the
highest cost quintile helps explain
their exceptionally high utilization of
psychiatric services. Surprisingly, the
persons with a history of substance
abuse treatment and no serious men-
tal illness were prevalent in the lowest
three cost quintiles.

Table 3 allows comparison of the
percentages of all service units within
the highest and lowest quintiles, sort-
ed from the highest percentage of
services used to the lowest. Although
service utilization was expected to be
higher for the highest cost quintile,
the order of the services used differed
for the highest and lowest cost quin-
tiles. In addition to their extensive use
of psychiatric and criminal justice
services, persons in the highest cost
quintile used the vast majority (81%)
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of the case management services used
by the entire sample. Although they
represent only 20% of the sample, the
persons in the lowest cost quintile
used a substantial amount of street
services (10% of all street contacts).

Discussion

This study confirmed that chronic
homelessness is costly to society, with
an average annual cost for behavioral
health, corrections, and homelessness
services of nearly $7,500 per person
per year and a cumulative total of $20
million annually in Philadelphia.
These cost estimates are likely to un-
derstate significantly the actual public
costs of chronic homelessness, be-
cause this study did not include the
costs associated with police, courts,
emergency medical services, and
health care not associated with behav-
ioral health. The use of general hospi-
tal care, including emergency visits,
has been found to be exceptionally
high among persons experiencing
homelessness (1-7,9), and including
the costs of such care would substan-
tially increase the total cost of chron-
ic homelessness.

In another key finding, most of the
costs of chronic homelessness were
associated with the relatively few
heavy users of behavioral health inpa-
tient care and jail. Alternatively, those
with the least costs were heavy users
of shelters. This suggests a substitu-
tion effect. But caution should be ex-
ercised in assuming that persons with
lower total service costs will continue
to consume services at a low rate, par-
ticularly as the homeless population
of single adults ages. In the next
decade, they will likely need more in-
tensive medical supports (16).

Insofar as the promise of cost off-
sets associated with housing place-
ment has inspired housing interven-
tions targeting persons who are
chronically homeless, this study pro-
vides some cautionary evidence. As
has been noted elsewhere (5,7), only
the consumers with relatively higher
costs of services are likely to have suf-
ficiently high current costs to fully or
mostly offset the costs of a permanent
supportive housing placement, which
typically costs more than $12,000 an-
nually (4,9,17-19), including both op-
erating subsidies and services. Unfor-

tunately, it is unlikely that sufficient
political will can be found to meet the
ambitious federal goal of “ending
chronic homelessness” without a
strategy that attempts to minimize
and balance costs with some degree
of cost offsets, including among mod-
erate- and lower-cost service users.

Consequently, experimentation
with lower-intensity service models
and less rental assistance is greatly
needed. More economically efficient
models of services in which the hous-
ing-specific services are transitional
and the rental subsidy is permanent
have been proposed, such as the crit-
ical time intervention model, which
calls for transition to a community-
based care system (20-23). Given the
reduction in the use of hospitals, jails,
and shelters that this approach has
been found to achieve and the excep-
tionally high utilization of psychiatric
and correctional services found
among the consumers with the high-
est service expenditure in this study,
cost offsets appear to be likely.

For the others in the sample, how-
ever, either the expectation for
budget neutrality will have to be
changed, because costs would likely
exceed cost offsets, or much less
costly models of assistance will have
to be considered and tested. One
possibility is that users of lower-cost
services may also need fewer servic-
es to attain housing stability. In par-
ticular, persons with primary sub-
stance use disorders and no co-oc-
curring serious mental illness may be
able to achieve housing stability with
a modest rent subsidy, to be com-
bined whenever possible with Sup-
plemental Security Income (SSI)
and with services provided through
mainstream sources in the commu-
nity. A modest rental assistance pro-
gram for formerly homeless people
with AIDS in New York City may be
an important exemplar here (24), il-
lustrating the value of both SSI and
modest rental assistance for achiev-
ing housing stability for a large num-
ber of vulnerable adults, many with
histories of injection drug use. A re-
cent analysis provides further sup-
port for the model, showing that a
modest rent subsidy to people with
HIV was associated with significant
reductions in homelessness (25).
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Even so, it is likely that some modest
net costs would accrue.

Contrary to some notions of chron-
ic homelessness as indicative of “serv-
ice resistance,” it is interesting that
most people in this study were en-
gaged in some level of services with
publicly funded agencies. It is striking
that these service contacts were, with
the exception of street contacts at $20
per contact, more costly per unit of
service (in some cases much more so)
than the average cost of $22.50 per
day for an efficiency apartment in
Philadelphia in 2003 (26). Such a pat-
tern suggests that a more deliberate
attempt to provide housing subsidies,
even subsidies that are more modest
than traditional voucher programs,
deserves at least equal consideration
to the funding currently allocated to
health and social services.

Limitations to this study include
the incompleteness in data sources,
such as physical health care costs and
the use of supportive housing. More-
over, some of the costs per service
unit were derived from staff esti-
mates rather than paid claims. The
study included only chronically
homeless persons who were not ac-
companied by children, consistent
with the federal definition at the
time of this study. Consistent with
prior research, we also relied on a
definition of an episode of shelter
use based on the 30-day exit criteri-
on and included any persons with
four or more such episodes, regard-
less of the total days homeless. This
definition may be overly inclusive for
determining chronic homelessness,
because most persons with a status
of chronic homelessness were so
classified on the basis of having four
or more episodes of shelter use. It is
unclear whether for some persons
this may reflect repeated but rela-
tively incidental (not persistent)
homelessness. Future research should
explore the degree to which alterna-
tive definitions of an episode (re-
quiring 60 or 90 or 120 days of ab-
sence from shelter as indicative of
the end of an episode or requiring
some minimal amount of shelter use)
may affect the population designated
as chronically homeless and the dis-
tribution of the service use profiles.
Finally, it is unclear how the study
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results, especially low rates of serv-
ice contact, may be affected by per-
sons who moved away, died, or pro-
vided false identifying information—
circumstances that could not be con-
sidered in this study.

Conclusions

Supportive housing models for peo-
ple with serious mental illness who
experience chronic homelessness
may be associated with substantial
cost offsets, because the use of acute
care services diminishes in an envi-
ronment of housing stability and ac-
cess to ongoing support services.
However, because persons with sub-
stance use issues and no recent histo-
ry of mental health treatment used
relatively fewer and less costly servic-
es, cost neutrality for these persons
may require less service-intensive
programs and more modest subsidies.
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