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Psychiatric disorders can be devastating, causing damage 
to the patient, his/her family and society. Financial aspect 
is the main criterion in a disease or group of diseases 
for decision-making, planning and prioritizing issues. 
The aim of the present study was to estimate the tangible 
cost of psychiatric disorders per annum in Telangana, 
India, from societal perspective. Cost estimation of 
various components was done under direct and indirect 
heads. The direct costs included were consultation, 
drugs, inpatients, investigations, procedures, psycholo-
gist consultation, rehabilitation and travel for treatment. 
The indirect costs included attendant, disability benefits, 
faith healing, loss of taxes on earnings, patients in conflict 
with the law, student training, statutory bodies, substance 
abuse, suicide and attempted suicide, work absence/loss 
of wages and productivity. Costs were also estimated 
based on other published works and local conditions. 
Of the Rs 140,963.0 crore cost, direct costs were only a 
small fraction (2%) while fraction indirect costs were 
high (98%). Cost due to wages and productivity loss ac-
counted for 55% of the total cost. The estimated arrived 
at was several times more than the total health budget of 
the state. Thus, there is an urgent need to improve and 
expand mental health services to reduce the financial 
burden. 
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WITH the objective of raising awareness regarding mental 
health issues around the world and to mobilize efforts in 
support of mental health, World Mental Health Day is obser-
ved every year on 10 October. The year 2021 campaign slo-
gan was ‘Mental health care for all: let us make it a reality’1. 
 Mental illness affects everyone directly or indirectly. In 
India, it has been estimated that 15 crore people have mental 
health problems2. A study conducted by Assocham in 2017 
showed that 42.5% of employees in the Indian private sector 
are afflicted with a general anxiety disorder or depression, 
compared to government employees3. There is a separate law 
governing psychiatric patients. In India, to protect, promote 
and fulfil the rights of persons with mental illness (PMI), 
the Mental Healthcare Act, 2017 (MHCA) was enacted. Im-
plementation of the Act requires conservatively Rs 94,073 
crores4. Mental health problems often exacerbate physical 
health problems and vice versa, adding to the cost of health-
care. Cost of illness (COI) is a summary of disease costs to 
the patient, family, society and the government. COI study 
is an essential evaluation technique in healthcare and its fun-

damental goal is to evaluate the economic burden that illness 
imposes on society. So, in conducting COI studies, resear-
chers are required to recognize, identify, list, measure and 
value the costs that a disease and its comorbidities can gen-
erate5. COI studies are used to provide a measure of the im-
pact of medical conditions, and can overcome the natural 
tendency of policymakers to focus attention on those condi-
tions with high mortality rates to the exclusion of those 
with a high impact on the quality of life. Studies of the eco-
nomic burden of diseases are especially helpful in allocating 
healthcare resources for conditions in which mortality rates 
are less prominent. The economic burden is enumerated by 
summing up the expenditure for medical care, termed ‘di-
rect costs’, and earning losses and value of productivity 
losses in other activities, termed ‘indirect costs’6. Every 
year, it is customary for all to take stock of their financial 
situation by preparing a budget for the following year by 
income–expenditure, profit–loss for the purpose of financial 
planning and prioritizing expenditure. This is done by indi-
viduals, business people, institutions, government, etc. It is 
also done for individual diseases or a group of diseases. 
However, its usefulness as a decision-making tool has been 
questioned since its inception. The main criticism came from 
welfare economists, who rejected COI because it was not 
grounded in welfare economics theory7. Morbidity (un-
healthy state) and mortality (death) of diseases are parameters 
used to compare the impact of various disorders on the 
health system. These include disability adjusted life years 
(DALY), years of life lost (YLL), standardized death rates, 
cost of health maintenance, quality of life (QoL), DALY 
and Burden of Disease (BOD), and others. Health econo-
mics deals with these and more. Every disease has an econo-
mic aspect to it. These are sometimes referred to as indirect 
costs that include social care, education, housing, criminal 
justice and social security systems8. 
 There are no studies about the total cost of psychiatric 
disorders in India. So, to estimate the annual cost of psychiat-
ric disorders, a case study of Telangana – a relatively prosper-
ous state of India, with a high crude DALY due to mental 
illness was selected2. So, a computation of cost of psychiatric 
illnesses in Telangana state by taking at all possible, annual 
finances involved, with a societal perspective was undertaken.  
 The cost estimation depends on purpose and perspective. 
The purpose of the present study was to determine the cost 
of psychiatric disorders in Telangana taking at all possible 
annual finances involved, with a societal perspective. 
 The cost was computed under direct and indirect costs. 
The direct costs include psychiatrists’ earnings (fees, salaries, 
etc.), drugs, inpatients (IP), investigations, procedures, psy-
chologist fees, rehabilitation and travel. The indirect costs in-
clude attendant, disability benefits, faith healing, loss of 
taxes on legal, training, administrative expenditure, substance 
abuse, suicide and attempted suicide, lost income/wages 
and lost productivity. 
 The annual prevalence (total cases–new and old in a year) 
of cases was obtained from Sagar et al.2. With the population, 
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the total number of cases was estimated. The total psycho-
tropic drug sales in the state was obtained from pharma-
ceutical sources. The professional earnings of psychiatrists 
were estimated from earnings, salaries and pensions for the 
psychiatric services rendered9,10. For IP costs, the average of 
the procedure adopted by another study4 and an occupancy 
rate of 70% obtained from local nursing-home sources 
were used. The same study was used to estimate charges 
for rehabilitation4, and the recurrent administrative expendi-
ture for maintaining SMHA (State Mental Health Authori-
ty) and minimum 11 MHRBs (Mental Health Review 
Boards) along with other administrative machinery was 
taken as Rs 15 crores per annum4. For patients in rehab 
and deaddiction homes, estimation was done at the average 
local rate of Rs 15,000 per month at 80% occupancy rate. 
The average basic and routine investigations done, apart 
from EEG, CT and MRI brain, were based on the market 
value. These were assumed to have been done for all patients 
to compensate for higher rates at many places and some 
patients getting them done repeatedly. The procedures – 
ECT, repetitive transcranial magnetic stimulation (rTMS) 
and magnetic seizure therapy (MST) were assumed to have 
been performed in 10% of cases at the average market rate 
and discussions with concerned owners. About a tenth of 
patients consulted a clinical psychologist on their own or 
were referred for diagnostic psychometry and counselling. 
Travel expenses and follow-up were estimated based on 
two studies11,12. About 10% of patients were arbitrarily taken 
as in need of an attendant all through their illness. Thus, 
the cost of attendant was taken as a travel expense and 
loss of earnings. Travel expenses and loss of income as esti-
mated for the patients were also used for the attendant. The 
number of patients indulging in alcohol, tobacco and other 
types of chemical substances was estimated based on an-
other study at 4.72% (ref. 13). The average money spent by a 
patient, as obtained from informants, instead of given by pa-
tient and family, was used to estimate the amount spent on 
such addiction. Ten per cent of suicides and 60% of at-
tempted suicides (attempted suicides were estimated as 25 
times the number of completed suicides) were regarded as 
having received therapy following the attempt14. Also 24% 
of suicides and 11.6% of attempted suicides were taken as 
mental health cases15. For calculation purposes, the per indi-
vidual short-term (one year) cost of suicide from another 
study was used16. The same study was used to estimate lost 
income/wages. Average of per capita income and minimum 
wages were considered to estimate lost wages17. Telanga-
na statistics for per capita state gross domestic product 
(SGDP) were taken to estimate the lost production; only 
the unemployed were taken for final loss of production. As 
no information was available, the lost taxes of national sui-
cide were taken as in the above-mentioned study16 and the 
expenses of patients in conflict with the law–cases, courts, 
investigation, post-mortem, prison stay, transport, escort, 
consumer cases, medical council complaints, etc. were esti-
mated based on local inquiries and the above-mentioned 

study16. The expenditure for PG training, was done based on 
the duration of the study in comparison with the MBBS 
course cost estimated by another study18 and updating with 
the cost inflation index was done for the training cost of 52 
PGs19. Disability pension and other benefits were estimated 
by data from SADAREM (Software for Assessment of Disa-
bled for Access Rehabilitation and Empowerment) with an 
added provision for the establishment of other benefits like 
travel benefits, education, employment reservation, etc.20. 
The amount spent on faith healing and alternative medicine 
was assessed from the patients and their family members. 
 The estimated per annum prevalence of psychiatry patients 
was 6,463,830. There were 220 qualified psychiatrists either 
in service or full-time private practice or both, with average 
professional earnings of Rs one lakh per month. In addition, 
the employed get salaries. Pensioners get pension for their 
past service in psychiatry. The PG seats in psychiatry, in-
cluding DNB was 69. There was one Government Mental 
Hospital with a bed strength of 600. All the medical colleges 
combined, psychiatry bed strength of 580. There were 24 
private nursing homes with a bed strength of 480, an average 
occupancy rate of 70%, and about 300 beds for long-term 
deaddiction and rehabilitation. The maintenance charge per 
bed per month was Rs 15,000. The daily bed charges of nurs-
ing homes averaged Rs 1500. The state-wide psychotropic 
drug sales was Rs 16 crores. The average travel cost for an 
individual was Rs 480. There were 9596 average suicides per 
annum between 2014 and 2016 (ref. 21). The cost for inves-
tigations was Rs 1500 per patient per annum. Procedures 
in treatment amounted to Rs 5000 per patient, in a fifth of 
all patients. Total disability benefits, including pension and 
other benefits for the eligible amounted to Rs 2000. An 
average amount of Rs 6000 per month was spent by 60% 
of patients on faith healing, while Rs 3000 per month was 
spent on substance abuse by 4.72% of patients. The cost of 
training of one PG student was estimated as Rs 210.4 
lakhs. Rehabilitation for needy patients was computed at Rs 
15,000 per month per patient. Table 1 provides details of 
cost estimation arrived for distinct items. 
 The basic handicap of this type of estimation is that assu-
mptions must be necessarily made, which may or may not 
be in tune with reality. Further, the number of patients requir-
ing treatment, admission, etc. is from older estimates of other 
studies. Therefore, as some of the estimations were guess-
timates, the results are general and should be considered as 
such when evaluating them. Based on the perspective of 
this study, there are different cost estimation methods which 
can give drastically different results22. The present exercise 
was with a societal perspective and a mixed type of account-
ing, where both actuals and dues were used. Conventionally, 
the cost is estimated under two heads, viz. tangible direct 
and indirect, and intangible. In the present study, only tangible 
costs were estimated. The average of the available options 
was taken as no single option was perfect. Any method of 
cost estimation of disease needs to follow the circular type 
of evaluation – starting from the patient from the start of 
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the disease to the end either cure, or demise, back to the pa-
tient and the period in between and all and consequent expen-
ses – by whomsoever borne. This was done in the present 
study. One should remember that there is no standardiza-
tion method for COI estimation and there is substantial 
heterogenicity in method, perspective, cost categorizing 
and healthcare systems23. 
 Gross State Domestic Product of Telangana for 2022–23 
(at current prices) was estimated to be close to Rs 13.04 
lakh crores. The total expenditure for 2022–23 was estimated 
to be Rs 256,959 crores, with an expected income of Rs 
2.53 lakh crores. Health and family welfare expenditure was 
estimated to be Rs 10,954 crores24. With a health budget 
of Rs 10,954 crores, the present estimated cost of Rs 
140,963.0 crores shows the gravity of the situation. The 
accuracy of many presumptions may be suspect, but the 
overall overestimation in one item cancels underestimations 
in another item, thus making the estimate closer to reality. 
 Not all patients take treatment; in some items, all of 
them were included to compensate the low amount assumed 
for that item. For example, in the case of investigations, 
with labs aplenty, patients get tests done frequently – some-
times even before consultation or advice. People have gradu-
ated from simple blood tests to CT/MRI and get them done 
independently or demand that such tests be done frequently. 
So, the amount computed will be less than in reality. The 
treatment of co-morbidities and its impact on physical ill-
nesses will increase the cost further. Any suicide attempt is 
taken as MLC and all cases get admitted to the intensive 
care facility, even if only a couple of paracetamol tablets 
 
 

Table 1. Details of cost estimation for distinct items 

Item Cost (Rs crores) 
 

Direct  
 Consultations/psychiatrists’ earnings 45.2 
 Drugs 16.0 
 Inpatients 98.3 
 Investigations 969.6 
 Procedures 81.12 
 Psychologist consultation 96.9 
 Rehabilitation + deaddiction 1163.4 
 Travel 601.3 
 Total direct cost 3071.9 
  

Indirect  
 Attendant 5522.8  
 Disability benefits 103.0 
 Faith healing 2327.0 
 Loss of taxes on earnings 599.7 
 Patients in conflict with the law 5.5 
 PGs training 158.4 
 Administrative 16.0 
 Substance abuse 1098.3 
 Suicide and attempted suicide 81.1 
 Lost income/wages 58,548.8 
 Lost productivity 77,383.3 
 Total indirect cost 137,891.1 
  

Total cost 140,963.0 

are taken. If the patient is admitted for more than two or 
three days, the bill will be more. The state is mandated to 
provide free treatment and implement MHCA-established 
statutory bodies. With increasing public awareness, increas-
ing legal professionals, etc. the Government may fall foul 
of the law leading to litigation, which will cost more money. 
The loss of taxes due to decreased productivity, presentee-
ism and absenteeism was assessed extremely low despite 
many of those employed in the software, and private and 
public-sector white-collared jobs drawing good salaries. 
This is to compensate for others who are unemployed, non-
compliant taxpayers, etc. Clinical psychologists give session 
wise treatment spread over many expensive sessions. The 
state must constitute SMHA, and MHRB at the district level 
(three districts can be combined) to implement the MHCA 
2017. Thus, Telangana with 33 districts requires one SMHA 
and at least 11 MHRBs. The establishment incurs capital 
expenditure and recurrent expenditure in their function-
ing – salaries, transport, office accommodation, electricity, 
staff-welfare benefits, etc., apart from their existence pur-
pose duties like documentation, inspection, etc., and all of 
this requires money. In addition, the state must maintain 
big controlling offices for medical education, health services, 
etc. with staff and their expenditure. The recurrent expendi-
ture can be expected to be Rs 15 crores per annum, which 
will be ever increasing. In this study, capital expenditure 
interest was not considered. 
 The National Mental Health Survey, 2016, revealed a huge 
treatment gap of 95% (patients remained untreated despite 
the availability of effective treatment), with only 5 out of 
100 individuals with common mental disorders receiving 
any treatment over the past year25. This aspect was not 
given emphasis in the present study. 
 COI studies have often been criticized for overestimating 
disease-specific costs26. This may be true of the present 
exercise. 
 By fostering a friendly, stress-free environment that is 
aptitude–appropriate and work-related, the main contribu-
tor, work-related can be reduced or minimized. Establish-
ment of low-cost day-care centres by the Government will 
reduce substantial amounts of attendant-related costs. Early 
detection, and initiation and continuation of treatment will 
reduce chronicity and consequential financial costs. The 
only way to lessen this enormous amount of suffering, is 
by strict implementation of the MHC Act that may bring all-
round relief. 
 The estimate arrived at in this study confirms the general 
belief that psychiatric disorders are costly and take a huge 
financial toll. The present study quantifies the same. The 
per capita burden of psychiatric disorders is heavy. This is to 
be borne by the patients, caregivers, society and the govern-
ment. To suit the societal purpose, a mixed estimation method 
was used in the present study. The problem with this kind 
of analysis is that an individual is taken as a productive 
machine, and we do not consider other aspects and dimen-
sions of a human being outside the workforce23. One should 
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be conscious of the fact that the estimates vary, sometimes 
drastically, by the data used, method and purpose of estima-
tion. As mentioned by Darrel and Ruth27, this is a conceptual 
study, conducted theoretically, considering welfare (or nor-
mative) economics, and not positive or empirical economics. 
 With mounting inflation and, reality being different 
from official statistics, the implications for a patient, his/ 
her family and society, are worse. The costs are always in-
creasing. Unemployment and gross under-employment place 
the patients, their families, and caregivers at the mercy of 
the Government to provide free, subsidized psychiatric 
services. The Government most often turns a blind eye 
towards health, more so mental health, and promises but 
does not deliver. Insurance is almost non-existent, though 
law mandates it. Euphoria of insurance coverage for men-
tal illnesses, the MHC Act, increased visibility of articles 
on mental health and other periodic public activities 
should facilitate the administration to increase spending on 
mental health. The Pelzman effect should not operate to 
hinder other efforts to take precautionary measures. On 
the flip side, the cost should be weighed against employ-
ment of mental health professionals, pharma companies 
and their staff and the supply chain, service providers and 
their supply organizations, rehab centers, etc. rentals paid 
by psychiatry hospitals, and commercial taxes paid by 
nursing homes, clinics, money changing under the table to 
get permits, and other routine works to succeed, staff of 
these establishments, etc. 
 There’s a critical need for reducing the major contributor 
(work-related) by creating the unanimous and stress-free 
terrain, suitable and aptitude amenability work and by strict 
perpetration of MHC act that may bring down costs. Intel-
lectuals of the society should ponder over the cost issue of 
psychiatric disorders and give suggestions to the planners 
to bring down the same. Improvement in service to the needy 
is possible with realistic and pragmatic planning of what is 
achievable within a given timeframe and with discussion 
among stakeholders and making individuals take the res-
ponsibility. 
 To the best of our knowledge, there are no previous pre-
valence-based cost estimation studies of psychiatric disorders 
in any state in India.  
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