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T he rising cost of healthcare over the last few de-
cades does not equate to better health outcomes 
for residents of the United States compared with 

those of other countries, suggesting considerable waste in 
the system.1 Strategies are required to improve efficiency in 
healthcare by improving health outcomes and containing 
costs while simultaneously maintaining standards of qual-
ity and satisfaction. Investments in those conditions and 
services that demonstrate the best opportunities to provide 
value should be considered. Changing the environment to 
prevent behaviors that contribute to the development of 
disease is one promising approach, as are improved strate-
gies for effective healthcare delivery.2 The concept of value-
based insurance design (V-BID) is an example of a valuable 
healthcare delivery strategy with the potential to improve 
health outcomes at a lower cost. 

The literature to date has primarily focused on V-BID in 
healthcare for the management of chronic disease.3 Some V-
BIDs have been implemented through large firms working 
with insurance companies and employees to incentivize ad-
herence to medication, healthy lifestyles, and other primary 
and preventive strategies.4-6 However, V-BIDs are not unique 
to private insurance and can be implemented in public insur-
ance through Medicaid and Medicare.7-9 The expansion of 
healthcare services using insurance exchanges presents via-
ble opportunities for implementing new strategies for health-
care delivery, including V-BIDs.10 

This article describes the application of V-BID for mental 
health care services. The literature is sparse in discussions 
of implementing V-BID for the treatment of mental health 
disorders, including implementing best practices and the as-
sociated challenges. We first present an overview of V-BID 
and its challenges, along with a discussion of the health and 
societal cost implications of mental health disorders in the 
United States. 
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ABSTRACT

Objectives: To explore the feasibility of applying value-based 
insurance designs (V-BIDs) to the treatment of mental health 
disorders and address any additional challenges posed.

Study Design: Literature review.

Methods: This study consisted of 3 steps. First, we reviewed the 
historical literature on V-BIDs and challenges revealed by various 
programs. Second, we reviewed the literature on the cost, scope, 
and various treatment options for mental health disorders. Third, 
we analyzed potential challenges in applying V-BIDs to mental 
health disorders. 

Results: Many challenges exist in applying V-BID to the manage-
ment and treatment of physical and mental health disorders, 
such as getting buy-in from insurance companies and from large 
employers, and adherence issues for those with diminished capa-
bilities to comprehend program benefits and those lacking family 
support. Additional challenges specific to mental health disorders 
include: a) privacy (ie, sensitivity issues) in implementing the 
program in certain settings; and b) sociodemographic variables, 
along with perceptions of mental disorder severity and need that 
currently affect the take-up of mental health services.

Conclusions: Research projects focused on applying V-BID to men-
tal health disorders that address these challenges and demonstrate 
cost savings will be needed (ie, comparative effectiveness research 
studies), along with additional information on changes in disability-
adjusted life-years, and on-demand  responses across different 
mental health services, populations, and care settings.
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METHODS

This study consisted of 3 steps. First, we 
reviewed the historical literature on V-BIDs 
and challenges revealed by various pro-
grams. Second, we reviewed the literature 
on the cost, scope, and various treatment 
options for mental health disorders. Third, 
we analyzed potential challenges in apply-
ing V-BIDs to mental health disorders. 

Cost Containment in Healthcare 
Per capita, Americans spend more on their healthcare 

than residents of any other country, clearly illustrating 
significant waste in the system.1 Healthcare spending 
is expected to grow at 5.8% per year from 2012 to 2022, 
which is 1% greater than the expected growth in the gross 
domestic product.11 As a result of the Affordable Care 
Act (ACA) of 2010, numerous strategies continue to be 
implemented to manage healthcare costs.12 For example, 
improvements to the concept of managed care are being 
introduced through accountable care organizations fo-
cused on health promotion and on using various payment 
methods to control costs, such as prospective payment 
systems, bundled payments, or some other form of capi-
tation with additional pay-for-performance incentives for 
other quality outcomes, primarily through Medicaid and 
Medicare.9  There are additional considerations of tech-
nological integration (ie, electronic health records) for im-
proving tracking, referrals, billing, and, ultimately, patient 
outcomes while reducing cost.

 
V-BID in Healthcare 

V-BID has multiple dimensions and applications in 
healthcare. A key principle of V-BIDs is that not all services 
need to cost the same for all patients. Costs per service, or 
per patient, can be designed based on what will give the 
best value, where value is the improved health outcome 
over cost.13 V-BID can be separated into 2 categories: one 
targeting “clinically valuable co-payment reduction” and 
the second targeting “patients with select clinical diagno-
sis”; the second approach is less common and may be more 
difficult to implement.13 

Increases in patient co-pays or deductibles in an in-
surance plan have been used to reduce moral hazard (ie, 
overuse of healthcare). However, increases in what pa-
tients have to pay have resulted in the early mismanage-
ment of some diseases, potentially leading to increased 
need for acute care, emergency department (ED) care, and 
long-term care.14 For example, lack of adherence to dia-

betic medicine, due to reluctance of the patient to pay, can 
lead to medical complications and an overall increase in 
cost to the healthcare system.15 Therefore, there may be 
value in reducing patient co-pays and deductibles in the 
management and screening of some diseases. 

V-BID in the treatment of physical disease (eg, chronic 
disease related to obesity) has shown success in a number 
of settings.3,5,6,13 Choudhry and colleagues, for example, 
looked at 76 existing V-BID plans focused on pharmaceu-
tical adherence and found 5 features that influenced suc-
cess in medication adherence for patients: generous plans, 
plans targeting high-risk patients, plans offering wellness 
programs, plans with the option to order medication by 
mail, and plans with no disease-management programs. 
Note, though this last one seems contradictory, the au-
thors explained this may be due to a ceiling effect, or the 
fact that lifestyle modification may reduce the need for 
medication, making the patients seems as though they 
are being nonadherent in such a program. These plans 
were focused on managing diabetes, cholesterol, and hy-
pertension.3 Further studies are needed to learn how to 
best structure V-BIDs so they can more effectively ensure 
improvements in both the quality of healthcare delivery 
(ie, measurably improved health outcomes) and in actual 
reduced costs over time.16,17

Challenges of V-BID in Healthcare 
Challenges are inherent in implementing V-BIDs, and 

difficulties arise in identifying the groups of diseases or 
individuals for which V-BID will result in cost savings. V-
BIDs also become challenging to implement when patients 
who are choosing among healthcare services and insur-
ance plans have difficulty understanding their details and 
distinguishing which will be most beneficial to them.18,19 
Well-designed pilot projects are needed to see how various 
populations (ie, varying socioeconomic backgrounds, pre-
policy adherence profiles) respond to and utilize V-BIDs 
in disease treatment.20 Specifically, establishing price re-
sponsiveness for the treatment and management of vari-

Take-Away Points
Prior studies examining value-based insurance design (V-BID) have focused on their 
application to the treatment of chronic physical disease. Here, application of V-BID to 
mental health disorders is examined.

n	 	 V-BID in the treatment of mental health disorders needs to be explored as a poten-
tial cost-effective strategy with substantial societal benefits, given likely challenges. 

n	 	 Additional challenges in applying V-BID to mental health disorders may be en-
countered, such as privacy and mental health usage variables. 

n	 	 Additional information on life-years saved, disability-adjusted life-years, and de-
mand elasticity for various mental health services across various populations will 
help in the application of effective V-BID in the treatment of mental health disorders.
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ous diseases, then applying the most effective pricing for 
deductible and co-pays, is imperative to optimize the out-
come and proper application of any V-BID program. Large 
insurers or firms can then tailor health plans to a particular 
employee or member with a particular disease and use inno-
vative strategies to improve adherence in the program (ie, 
active counseling, ThinkingFit program for dementia).6,21-24 

A survey of 80 companies (ie, employers, health plans, 
academic researchers, and employee benefit consultants) 
revealed 10 challenges in applying V-BID, from “obtain-
ing and integrating data” (seen as the greatest challenge) 
to “gaining support from top management.” Other im-
portant challenges include “keeping the momentum go-
ing,” “enrolling employees in disease management,” and 
“getting the employees to use the new benefits.” These 
challenges further demonstrate the necessity of multiple 
parties (ie, employees, physicians, and management) to co-
operate to get a V-BID program to work. Communicating 
the program’s structure and intent to everyone is impor-
tant, along with implementing incentives for behavioral 
change and program adherence.23 

RESULTS AND DISCUSSION
Cost of Mental Health Disorders in the United States 

The cost of treating mental health disorders in the Unit-
ed States is high. In 1990, the total expenditure for mental 
health was estimated at $74.6 billion; by 2009, it had risen 
to $155.3 billion, as estimated by the Substance Abuse 
and Mental Health Services Administration (SAMSA; 
figures adjusted to 2012 US$).25 Further, the cost of servic-
es for mental health disorders was estimated at 6.9% of all 
health expenditures in 1990, with a slight reduction to 6.3 
% by 2009. In 2011, more than 41 million Americans were 
estimated to have a mental health disorder, with another 
20 million having substance abuse problems.25 Mental 
and behavioral disorders include schizophrenia, alcohol 
and drug use disorders, unipolar depressive and bipolar 
affective disorders, anxiety disorders, childhood behav-
ioral disorder, idiopathic intellectual disability, and many 
more. Within these categories are often subcategories: 
unipolar depressive disorder can include major depressive 
disorder and dysthymia, for instance.26

Disability-adjusted life-years (DALYs), calculated as 
the sum of years lost due to premature or early mortality 
and the years lost due to a disability, are useful in measur-
ing the burden of mental health disorders.26 Globally, in 
2010, mental and behavioral disorders were responsible 
for 7.4% of the total DALYs, up from 5.4% in 1990, with 
total DALYs at 361 days per 1000 population, across all 

age groups. In high-income global regions, such as North 
America and Western and Central Europe, mental and 
behavioral disorders account for 11% of DALYs—a per-
centage expected to grow.26 

The impact of mental health disorders is often not 
fully realized, with many general health issues treated 
only as physical disease when the root causes are men-
tal. Some estimates state that only half of all mental ill-
nesses are recognized by primary care physicians, and 
only half of those with a recognized mental health dis-
order receive treatment.27 Such estimates support the re-
shaping of healthcare delivery, in which the treatments of 
mental and physical health are integrated and addressed 
by a multidisciplinary team of care providers (ie, social 
workers, physical therapists, occupational therapists, and 
various medical doctors) to increase efficiency and reduce 
costs,27 and support exploration of additional strategies to 
improve the treatment of mental health disorders.

Furthermore, the total cost of mental health disorders 
is not fully reflected in direct healthcare costs. Mental ill-
ness and substance abuse have related indirect costs from 
reduced employment and arrest, as well as physical disease, 
and, significantly, ED visits that are not directly linked to 
the particular mental disorder. It is estimated that 44.7% of 
those who visit the ED for any condition also suffer from 
a mental illness and/or have been identified as having a 
substance abuse problem.25 In 2010, of 129.8 million total 
ED visits in the United States, 13.3% resulted in a hospital 
admission, resulting in further costs to the healthcare sys-
tem.28 Of the 129.8 million, using the 44.7% estimate, more 
than 58 million could be assumed to have a mental health 
disorder and/or substance abuse problem. 

Another study has shown that mental health disorders 
are responsible for 10% of children’s hospitalizations.29 
Within the penal system, victim and societal external costs 
are substantial, and educational systems also are influenced 
by mental disorders. SAMSA reported in 2013 that 27.7% 
of adolescents who failed a grade were also diagnosed with 
a severe emotional disturbance.25 Poor performance in 
school can limit later success in entering college and attain-
ing and keeping employment. Additional financial, physi-
cal, and emotional impacts for family members of those 
with a mental health disorder are difficult to assess30; they 
may result largely from a lack of social support.31-33

Applying V-BID to Mental Health
Because the costs of not adequately and effectively iden-

tifying and treating those with mental health disorders early 
are high, cost-effective, improved strategies to address the 
problem are needed. V-BIDs offer some promise. The appli-
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cation of V-BID to mental health disorders needs to include 
an understanding of the scope of mental illnesses and a 
thorough review of successful treatment programs, especial-
ly those that have produced improved outcomes (especially 
long-term outcomes) at relatively low cost. Patient adherence 
to medication that controls early signs of a mental health 
disorder and programs that address some of such disorders’ 
causes (eg, stress, physical illness), are areas of practical focus 
in a V-BID program, as are treatment methods that combine 
strategies of low drug usage with alternative treatment meth-
ods (ie, cognitive-behavioral strategies). Managing mental 
health disorders entirely with pharmaceuticals can poten-
tially have negative consequences depending on the class 
of medication, age group, and individual response, ranging 
from cardiologic side effects, weight gain, and insomnia to 
loss of fertility and suicide.27,34-37 

Consequences of overtreatment and misdiagnosis of 
mental health disorders are also quite severe, making it im-
perative to apply V-BID sensitively and in a clinically cor-
rect manner. Milder forms of depression, for example, seem 
to respond more effectively to self-help strategies (eg, physi-
cal exercise, family support and other social support, and 
other forms of cognitive behavioral therapy) than to phar-
maceutical treatment.38 Conversely, the treatment of severe 
mental health disorders must not be trivialized; ineffective 
undertreatment with pharmaceuticals must be avoided. 

Other innovative strategies exist. Blonk and colleagues 
(2006) found that a combination of workplace interven-
tions (eg, adjustments to workplace environment) and 
individual-focused techniques (eg, conflict management) 
among self-employed individuals on sick leave due to 
work-related psychological issues was more effective at 
helping them return earlier (on average, by 200 days) than 
cognitive-behavioral therapy alone.39

In any early implementation of V-BID for mental health 
disorders, the focus should be on the most common ail-
ments and those with the most potential for cost savings. 
In the United States in 2010 for example, 7,977,606 Med-
icaid beneficiaries had a mental disorder, with the largest 
category (4,070,153 beneficiaries) being mood disorders (ie, 
bipolar disorders and depressive disorders) costing more 
than $4 billion a year to treat25—a good place for V-BID pi-
lot programs to begin. Treatment for mood disorders varies 
significantly, and includes numerous pharmacological and 
psychological therapies.40 Effectiveness of these treatments, 
alone or in combination, is highly dependent on cultural 
variations in acceptance and implementation; age appro-
priateness is also a consideration. Many mental health dis-
orders, for example, peak around the age of 14 years and 
again around age 24 to 25 years.25 Interventions for these 

age groups to increase adherence and success are likely to 
vary (ie, insurance coverage for counseling visits and phar-
macy costs to encourage parents to seek earlier treatment). 

Reviews of the cost-effectiveness of various interven-
tions in the treatment of mental health disorders indicate 
significant uncertainty and a need for further systematic re-
search, in which patients’ long-term outcomes/end points 
are addressed in ways others than physician opinion.36,41-43 
Rodgers and colleagues reviewed 17 studies on the clinical 
effectiveness and cost-effectiveness of low-intensity inter-
ventions for the prevention of relapse after a depression 
event, and found inadequate evidence of success and in-
consistencies across studies.42 Similarly, in 2006, Marshall 
and Rathbone evaluated 7 studies that met their criteria for 
early intervention for schizophrenia (and/or people with 
prodromal systems), and found that there were insufficient 
trials to establish best practices; they suggested internation-
al collaborative work on interventions for these disorders.43 
A review in 2011 by the same authors found most studies to 
still be small, diverse, and inconclusive; however, some in-
terventions showed signs of promise, such as phase-specific 
and early intervention studies.44 More recently, Bee and 
colleagues completed a systematic review of community-
based interventions that aimed to improve the quality of 
life for children of parents with serious mental disorders 
and found high-quality cost data to be lacking.45 

The Recovery After an Initial Schizophrenia Episode 
(RAISE) multimodal, multidisciplinary early treatment 
program for first-episode psychosis is a large, prospective, 
randomized, controlled study that completed enrollment 
of 404 subjects in 2012; they were followed for 2 years. 
The results should offer some answers on the clinical and 
cost-effectiveness of the program's intervention compared 
with other current prevailing treatment approaches.46 
RAISE will look at successful outcomes for patients in 
a real-world community setting using current funding 
mechanisms. Large systematic projects such as RAISE 
could provide needed cost-effectiveness end points to in-
form implementation of V-BID in the treatment of some 
mental health disorders.

Limited literature exists on V-BID cost-effectiveness ap-
plied specifically to mental health disorders. A computer 
simulation model focused on V-BID application across sev-
eral diseases showed that V-BID, for the management of 
antidepressant medications, showed initial promise with 
the cost per quality-adjusted life-year of less than $30,000.47 
V-BID effects on DALYs should also be studied as another 
extended measure of reduction in burden. 

Many V-BID programs are demand-driven, meaning 
they primarily rely on changes in individual behavior 



e42 n www.ajmc.com n JANUARY 2016

REVIEW ARTICLE

(eg, reduced co-pays for medicines to encourage mainte-
nance of disease treatment or increased co-pays to serve 
as disincentives for low-value services).48 V-BID programs 
can also be supplier-driven to incentivize physicians to 
provide higher-quality care at reduced costs. Encouraging 
primary care physicians to recognize early signs of mental 
health disorders while treating physical ailments, and to 
recommend effective programs or use of appropriate care 
through a psychiatrist, psychologist, clinical social work-
er, or other qualified therapist or counselor, could save 
money in the long term and reduce other chronic health 
outcomes. Therefore, designing some incentive to be giv-
en to the physician for identifying and following up with 
a patient’s mental health care through an appropriate 
specialist could become one aspect of V-BID for mental 
health treatment. However, this would be difficult without 
concerted efforts to train primary care physicians to bet-
ter understand the signs and symptoms of mental health 
illnesses. Nevertheless, both demand-side and supply-side 
incentives within V-BID need consideration for the treat-
ment of mental health disorders.

Other Challenges in Applying V-BID to Mental Health
V-BID is challenging regarding the treatment of all ill-

nesses, including mental health disorders, and the latter 
present additional challenges. For example, privacy con-
cerns (among other sensitivity issues) is important when 
implementing a workplace V-BID program. An initial 
strategy in a V-BID program offered through a large em-
ployer gathers information on all employees and tailors 
a health insurance plan or healthcare program for each 
individual. This is often done through a personal assess-
ment form,49 but mental health disorder and substance 
abuse information—private and sensitive data for an 
employee—may prove difficult to gather in this manner. 
The employee may be inclined to not be entirely truthful 
about such information; if shared at all (and if the issue is 
even identified), they are likely to divulge it only to their 
primary care physician or psychiatrist. 

Without an assessment of the extent of occurrence of 
mental health disorders and associated variables in the 
workplace, an employer may not have the ability to con-
struct a V-BID program to directly address mental health 
disorders, much less tailor a program to each employee. 
However, employers could strategically design programs 
for some mental health disorders within the context of a 
broader program that also addresses physical disease (ie, 
incentivized exercise and stress management programs) 
and employees could be incentivized to visit a counselor 
when experiencing stress-related or substance abuse prob-

lems. Still, the treatment of mental health disorders also 
involves family members or caregivers, which poses addi-
tional complications. Strategic ideas can involve and en-
gage the family and community at large through schools, 
church, and various family-centered settings—but these 
strategies may lie outside the scope of V-BID plans. How-
ever, innovative programs should consider any overlap-
ping ideas to reach and incentivize family involvement, 
resolve access needs, and appeal to varying populations. 

The literature on behavioral models of healthcare use 
demonstrate that the likelihood of a person receiving care 
for a mental health disorder is highly dependent on so-
ciodemographic characteristics (eg, education, sex, race), 
access to services (eg, health insurance coverage), and the 
underlying disorder (eg, specific type, perceived need)50,51—
all of which new V-BID programs for the treatment of men-
tal health disorders must consider. In a study of 2258 adults 
aged 19 to 32 years, Vanheusden and colleagues found that 
only 34.6% of adults with psychopathology made use of 
any mental health services. Although the study did not 
find differences in sociodemographic characteristics in in-
dividuals seeking primary services, those seeking specialty 
services were likely to be female and economically inactive 
and to have a lower level of education.52 

McAline and Mechanic, in their national telephone 
study across 60 US communities, found that those with 
severe mental health disorders were likely to be Afri-
can American males without health insurance and with 
criminal involvment.53 Such inequity issues driven by so-
ciodemographic characteristics have chronically plagued 
attempts to successfully treat mental health disorders, mak-
ing programs difficult to implement or evaluate across vari-
ous populations. Removing barriers associated with these 
variables need to be integrated into mental health services 
to better reach these particular populations and should be 
considered in potential V-BID application. As the ACA 
evolves and more Americans get health coverage, changes 
in access to mental health services will likely ensue. Still, 
issues of stigma and perceived need among various popula-
tions may nonetheless continue to hinder access; they need 
to be addressed in a comprehensive V-BID program. 

CONCLUSIONS 
V-BID incorporates incentives—such as lowered co-pays 

and deductibles—for additional consumption of upfront 
health services ranging from pharmacy usage, wellness and 
counseling programs, and consultation with physicians 
to online support access. V-BID applied to mental health 
disorders could prove cost-effective, with improved health 
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and reduced consumption of health services resulting in 
the long run. That, at least, is the goal. Implementation 
and management costs of such V-BIDs also must be consid-
ered in a full cost analysis. The cost savings of an effective 
mental health V-BID will not necessarily be realized within 
healthcare systems; a complete analysis must consider all 
welfare and social costs, which could be substantial. 

Implementation of V-BID in the treatment of mental 
health disorders presents challenges, the first major one 
being insurance companies’ and large employers’ accep-
tance. Their buy-in is necessary to ensure the V-BID pro-
grams are implemented and sustained over the long run. 
Investment in these programs for mental health disorders 
will grow if pilot programs can demonstrate cost savings, 
as well as increased employee adherence and productivity. 
Other challenges include privacy issues for implementa-
tion in the workplace and adherence issues for those with 
diminished capabilities to comprehend program benefits 
and/or lack of family support. Research projects—such 
as comparative effectiveness research studies—focused on 
applying V-BID to mental health disorders and on demon-
strating cost savings can generate additional information 
on effective strategies and treatments to reduce DALYs, 
and on-demand response for various mental health ser-
vices across various populations.
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