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1 .0 INTRODUCTION 

The research reported herein r e f l e c t s  project a c t i v i t i e s  conducted 
by HSRI under contract  with the Michigan Department of Public Health, 

Office of Substance Abuse Services. The project was i n i t i a t ed  as a p i l o t  
e f f o r t  f o r  a proposed, ongoing policy research program by the Office of 

Substance Abuse Services. The contract  period began in October, 1976. 
In 1976 and ear ly  1977 leg i s la t ion  was introduced in the Michigan 

l eg i s la tu re  t o  r a i s e  the legal drinking age to  19 or 21 on the premise 

t ha t  the human t o l l  under the 18-year-old drinking age was too g rea t .  The 

Office of Substance Abuse Services requested prospective contractors to  
investigate the lasting. e f fec t s  of the 1972 l eg i s l a t i ve  change on young 

dr ivers .  Phase I  o f  the research reported herein i s  an analysis  of the 
48-month experience in Michigan of the e f fec t s  of the lower legal drinking 

age on youth crash involvement. 
Phase I1 of the project  was an exploratory analysis  of alcoholic 

beverage 1 icensing and d i s t r ibu t ion  dynamics in Michigan, The th rus t  of 

the research i n  Phase I 1  was t o  detect  whether the licensing system of 

alcohol i c  beverages interacted with the lowered legal drinking age i n  

Michigan. 
Phase I11 of the research i s  independent of Phases I and 11. The 

Office of Substance Abuse Services hoped t o  develop objective techniques 

Tor s e t t i n?  p r fo r i t i e s  fo r  policy a t tent ion among the range of social 
problems associated with alcohol abuse. A review of relevant 1 i t e ra tu res  
was conducted. Recommendations based upon t ha t  review ref1 ec t  the current 
s ta te-of- the-ar t  regarding techniques of quant i ta t ively  assessing the p u b 1  i c  
costs  of alcohol abuse. 

Volume I includes the methods and findings o f  Phase I and Phase I 1  w i t h  

a  chapter integrating the f indings.  Research and Policy recommendations are  



offered regarding the legal drinking age and c1 osely aasociated issues 
revealed by this  research. Vol urne I 1  includes the summary findings of 

the 1 i terature review and an annotated bibliography on cost-accounting 
of a1 coho1 -re1 ated problems. 



2.0 INTRODUCTTON AND SUMMARY OF PHASE I 1 1  

The t a s k  i n  Phase 111 o f  t h i s  p r o j e c t  was t a n g e n t i a l  t o  t h e  m a j o r  

t h r u s t  o f  t h e  research .  I t  c o n s i s t e d  o f  a  l i t e r a t u r e  r e v i e w  and deve lop-  

ment o f  recommendations t h a t  a r e  q u i t e  d i s t i n c t  f r o m  Phases I and 11. 

Thus t h i s  separa te  volume. 

Cons ide rab le  a t t e n t i o n  has r e c e n t l y  been g i v e n  t o  c o s t  e s t i m a t i o n  o f  

a l c o h o l  abuse and a l c o h o l i s m .  The N a t i o n a l  I n s t i t u t e  o f  A l c o h o l  Abuse and 

A l c o h o l  i sm (NIAAA) has made a  m a j o r  i nves tmen t  i n  t h i s  a rea ,  as ev idenced by 

t h e  i n c l u s i o n  o f  such e s t i m a t e s  i n  c u r r e n t  p l a n n i n g  and p r e s e n t a t i o n s  t o  * 
t h e  Congress. We agree w i t h  t h e  need t o  assess t h e  c o s t s  o f  a l c o h o l  abuse 

and a l c o h o l i s m .  However, we a r e  a l s o  concerned w i t h  t h e  accu racy  o f  such 

e s t i m a t e s  and t h e  way t h e y  a r e  used.  

Our s e l  e c t i v e  r e v i e w  shou l  d  n o t  be c o n s i d e r e d  comprehensive.  We a r e  

c o n f i d e n t ,  however, t h a t  t h e  most  s i g n i f i c a n t  r e c e n t  works i n  t h e  f i e l d  have 

been examined and t h a t  o u r  c o n c l u s i o n s  and recommendations wou ld  n o t  change 

s u b s t a n t i a l l y  i f  a  more e x t e n s i v e  r e v i e w  were conducted a t  t h i s  d a t e .  

T h i s  volume r e p o r t s  work  conducted t o  s a t i s f y  f o u r  o b j e c t i v e s  : 

1 .  Review t h e  s o c i a l  c o s t  l i t e r a t u r e  f o r  a p p r o p r i a t e  
models f o r  e s t i m a t i n g  t h e  s o c i a l  c o s t  o f  a l c o h o l  
abuse; 

2.  I d e n t i f y  t h e  c r i t e r i a  and me thodo log ica l  i s s u e s  
f o r  a  v a l i d  s o c i a l  c o s t  s t u d y ;  

3. Discuss t h e  m a j o r  economic t h e o r i e s  and p r i n c i p l e s  
u t i l i z e d  i n  a  s o c i a l  c o s t  s tudy ;  

* 
N a t i o n a l  I n s t i t u t e  on A lcoho l  Abuse and A lcoho l  i sm Forward P l a n ,  
FY 1979-1 983. NIAAA, US DHEW, Washington, D . C .  June, 1 9 7 7 .  



4 .  Make recommendation$ regarding the feasi  bi 1 i ty  of 
implementing a system for  estimating the comparative 
social costs of alcohol ism and alcohol abuse a t  the 
s t a t e  l eve l ,  

This volume i s  intended t o  be useful to  planners and administrators who 
must make decisions regarding the p r i o r i t i e s  of alcohol-related problems as 
we1 1 as other social and heal t h  problems. 

I t  i s  n o t  very feas ib le  now to  calcula te  val i d ,  r e l i ab l e ,  and comparable 
cost estimates for various state-level  alcohol-related health and social 

problems. National policymakers nay find i t  useful to generate cost  f igures 
that  a s s i s t  in generating pub1 i c  and Congressional support fo r  a1 cohol - re la ted  

services and research. However, t h i s  ut i  1 i ty rapidly diminishes a t  the s t a t e  
or  local level .  With few exceptions, notably t r a f f i c  accidents,  measures of 
social and health problems a r e  poorly developed and inadequately applied. 
Moreover, research todate has not provided enough information t o  determine 

w i t h  confidence what proportions of various social or health problems a re  
a1 cohol -re1 ated.  The economic theory and methods employed a re  reasonably 

well-developed. However, in pract ice ,  the use of average costs  ra ther  than 

marginal cos t s ,  along with other d i i f i cu l  t i e s ,  suggests that  more theoretical  

work needs t o  be done. Finally,  we question the practical  u t i l i t y  of cos t  

estimates of a range of problems a t  the s t a t e  or local l eve l .  Beyond the 

use of such numbers to  s e t  p r i o r i t i e s  according t o  r e l a t i ve  social co s t ,  these 
estimates are of minimal importance for  program planning or evaluation. In- 

cidence data are  generally more practical  for  such purposes. 

O n  the basis of these observations we recommend tha t  s t a t e  agency 

personnel and policymakers not rely heavily n o w  on cost estimates of alcohol- 
related social and health problems. We be1 ieve t ha t  the near fu ture  might 

we1 1 see the necessary research to  provide missing information and quant i ta t ive  
data avai 1 abi 1 i  ty to  properly estimate costs  of various probl ems re1 ated to  
alcohol. I t  i s  i n  the best i n t e r e s t  of the s t a t e  to  wait f o r  valid com- 
parative cost estimates and only t o  become invested in the process of  com- 
p u t i n g  them when the u t i l i t y  of the ac t i v i t y  will serve a real purpose i n  

planning and evaluating intervention and prevention programs. 



3.0 TYPES OF ECONOMIC COSTS 

Central t o  the study of the economic costs  of alcohol i s  an under- 

standing of the various concepts of "costs" tha t  economists employ. Whi 1 e 

the economist has many def in i t ions  fo r  the term "costs" ,  the layman has 
only one. In general the layman's concept of costs  refers  t o  account co s t s ,  
or out-of-pocket expenses. ,Thus the cost  of a new car i s  the number of 
do l la r s  the purchaser must spend t o  acquire one, With t h i s  de f in i t ion ,  the 
cost  of producing medical services i s  reflected in the accounting ledgers 
of the hospital Is bookkeepers. 

The shortcomings of such a def in i t ion a re  apparent when we look a t  
what a re  commonly referred to  as "free" goods or services--that  i s ,  goods 
or services t ha t  require no out-of-pocket expenses o r  money outlays.  To 

the non-economi s t ,  f ree  promotional give-aways (such as a bank's offering 
f ree  toas ters  to customers opening a savings account) are  without cos t ,  
s ince no money i s  paid out fo r  the item. From an economic perspective 
f ree  goods a re  non-existant, because productive resources are used in pro- 
ducing them. Thus, while the out-of-pocket cost  to  the consumer who receives 

the bank's toas te r  i s  zero, the bank does incur an accounting cost  for  the 
toas te r .  This i s  ultimately passed on t o  the consumer in the form of lower 

i n t e r e s t  ra tes  on savings. 
In the review of the economic cost of alcoholism and alcohol abuse we 

were primarily concerned with costs  tha t  accrue t o  society as a whole. 
"(Social cos t s )  r e su l t  from the social process of production wherein scarce 

resources or  fac tors  of production a re  employed to produce goods and ser-  * 
vices ."  Scarcity a r i ses  because there a re  limited resources to  meet the 

unlimited demands o f  society for  goods a n d  services.  

* 
Berry, R . E .  and Boland, J . P .  The Economic Costs of Alcohol Abuse and 

Alcohol ism, 1971 , Final Report. Springfield,  Virginia: National 
Technical Information Service, 31 March, 1974, 171 p .  P B  242 170 .  
p .  1 5 .  



"The economic cost  of alcohol abuse and alcohol ism, t o  
the degree i t  can be accurately measured, i s  thus a 
measure of scarc i ty  value. I t  i s  only a measure of fore-  
gone output t ha t  r esu l t s  from the consequences of the 
problem. Foregone o u t p u t  of goods and services resul t ing 
from alcoholism and alcohol abuse can take two basic forms. 
F i r s t ,  people, because of alcohol,  may be less  productive 
than they m i g h t  have been i f  i t  were n o t  for  alcohol,  
Being l ess  productive means tha t  the economic value of  t h e i r  
production i s  diminished; i t  may even fa1 1 to zero. A 
second form of foregone output a t t r ibu tab le  t o  alcohol abuse 
and alcoholism can resu l t  from the diversion of resources 
in to  the production of goods and services which are  required 
because of  the various consequences of  the problem. I ,  * 

As we have seen, the economic costs to  a society of producing a good or 
service do not necessarily coincide with the accounting costs ,  Hidden 
costs  (such as in the case of the f ree  t o a s t e r ) ,  which tend t o  be overlooked, 
must somehow be taken in to  account in calculat ing the cost to  society of 

alcoholism and alcohol abuse, Economists draw hidden costs  in to  the calculat ion 

of social costs  through the a l t e rna t ive  cost  pr inciple ,  or what are  commonly 

referred to  as opportunity cos ts .  "According t o  the a l t e rna t ive  cost  prin- 

c i p l e ,  the cost  of producing a u n i t  of any good or service i s  the value t o  

the economy of the a l t e rna t ive  good or service tha t  must be foregone in * * 
order t o  produce i t . "  Thus the cost  t o  society of having police o f f i ce r s  

patrol the s t r e e t s  for  drunk dr ivers  i s  the output which must be foregone 

as measured by the value of the next best a1 ternat ive  use to  which these 
productive resources could be appl i ed. 

* * 
Leftwich, Richard H ,  and Sharp, Ansel M . ,  Econo~ics of Social Issues,  
Business Publications, I nc . ,  Dallas, Texas, 1974, 316 p .  



4.0 IDENTIFICATION OF S O C I A L  COSTS 

As stated ea r l i e r  , the social cost  of a1 cohol abuse i s  a  measure of 
foregone output due t o  the consequences of a1 coho1 i  sm and abusive drinking . 
Foregone output resu l t s  from the destruction or impairment of resources, in 

th i s  case human resources (or persons) whose economic output i s  l o s t  to  
society.  Foregone o u t p u t  a lso resu l t s  from the diversion of resources away 
from a1 ternat i  ve uses ( i  . e. , opportunity co s t s ) .  Thus research, prevention 
and treatment programs, as well as medical and automobile repair  se rv ices ,  e t c .  
made necessary as a  consequence of a1 cohol -re1 ated social problems enta i l  

social co s t s ;  they u t i l i z e  productive resources which otherwise could 
be p u t  to  some a1 ternative use, 

Most studies of the economic cost  of alcohol abuse a n d  alcoholism have 
been concerned e i the r  with calculat ing the to ta l  cost  of a l l  alcohol problems 
to society,  or the social cost  of a  speci f ic  alcohol-related problem. Our 

task i n  t h i s  study has been to  se lect ively  review the 1 i t e ra tu re  and determine 
the feasi  bil i  t y  of calculating the economic costs  of various alcohol -related 
problems, such that  r e la t ive  p r i o r i t i e s  among competing alcohol-related prob- 
lems can be established.  

I n  calculat ing the economic cost  of any social problem, one must f i r s t  
identify the cost-incurring behaviors (or  consequences) result ing from 
the social problem, This obviously requires the existence of some model of 
behavior tha t  causal l y  1 inks the cost-incurring behavior to  the social prob-  

lem. Once the behavior(s) has been isola ted,  the task becomes one of iden- 
t i fying the various associated social costs incurred by the behavior(s) .  
Thus, i f  the problem i s  chronic alcoholism, the costs  would include medical 
expenditures that  r esu l t  from alcohol -related i l  lness or accidents,  l o s t  pro- 
ductivi t y  of various types (impaired work a c t i v i t y ,  alcohol-related sick 



leave, and premature dea th ) ,  repai r  and rep1 acement cos ts  resul t ing from 

alcohol-related damage to or destruction of property, I n  the above example, 
alcohol ism i s  the social problem; alcohol-re1 ated i l l n e s s ,  accidents,  impaired 
work, s ick leave, and premature death a r e  the cost-incurring behaviors; and 
l o s t  productivi ty,  medical co s t s ,  and repair  and replacement costs  of pro- 
perty are  the social cos ts .  

Obviously there i s  some overlap between what i s  commonly referred t o  

as a  social problem and what we a re  ca l l ing cost-incurring behaviors. 
Chronic alcoholism, which i s  a  broad dfagnostic term, usually includes 
several d i s t i n c t  social problems ( i  . e . ,  domestic d i f f i c u l t i e s ,  medical 

complications, t r a f f i c  accidents,  e t c . ) ,  I n  developing a  framework 
fo r  analysis  our objective has been t o  s e l ec t  problem categories which, to  
the extent  possible,  a re  mutually exclusive (thus minimizing double counting),  
as well as meaningful in terms of addressing the questions posed by decision 
makers. As we have given a t tent ion t o  the r e l a t i ve  costs  of d i f fe ren t  
alcohol-related problems, selection of problem categories has been based in 
par t  on differences in intervention s t r a t eg i e s .  Thus,while both c i r rhos i s  
of the l i v e r  and t r a f f i c  accidents r e su l t  in alcohol-related medical cos t s ,  

the s i t e s  and s t ra teg ies  f o r  intervention are very d i f f e r en t .  
Table 4.1 1 i s t s  eleven categories of alcohol - re la ted  social problems. 

Across from each problem are  l i s t e d  possible categories of social cost  t ha t  
may be associated with the problem. Neither l i s t  i s  meant t o  be exhaustive, 
they are  suggestive of botn the problems and the types of cos ts  

associated with alcohol abuse and alcoholism. While each of the social 

costs  ident i f ied  fo r  a  pa r t i cu la r  alcohol-related problem have the potential 
of being associated with t ha t  problem, i t  i s  highly unlikely t ha t  a l l  of 
the costs  ident i f ied  will be involved i n  a l l  incidents of the problem. For 
example, i n  the case of domestic d i f f i c u l t i e s  ( $ 1 1 )  tha t  r e s u l t  i n  divorce, 
there may or  may not be police and/or social service involvement. Like- 

wise, domestic ai  f f i cu l  t i e s  may 1 ead t o  p o l  ice and/or social service involve- 
ment without resul t ing i n  a  divorce. Once the potential social costs  

associated w i t h  a  par t icular  social problem have been i den t i f i ed ,  i t  i s  
necessary to  determine rhe proportion of cases i n  which each of the social 
costs  i s  appropriate. 



Table 4.1 Alcohol-Related Social Costs 

Types of Alcohol- 
Related Problems Types of Social Costs 

1. Child abuse & neglect Medical, pol ice, social service 

2. Suicide 

Traffic accidents 

4. Fire 

5. Hornocide and other 
violent crimes 

6. Legal i nvol vement 
-Drunk driving 
-Pub1 ic intoxication 
-Drunk & disorderly 

7. Medical complications 
-Cirrhosis of 1 i ver 
-Ma1 absorption Syndrome 

etc. 

8. Work re1 ated problems 
-Absenteeism 
-Bad deci sion-making 
-Impaired producti vi ty 

9. Industrial accidents 

10. Other accidents 
-Boating 
-Home, etc. 

1 1 .  Domestic difficulties 
-Divorce 
- A 1  coho1 ic housewives 
-etc. 

Medical, lost productivity, police, 
social service 

Medical , lost productivity, pol ice, 
1 egal , court, insurance, repair and 
repl ace 

Medical, lost productivity, repair 
and repl ace, insurance, pol ice 

Medical, lost productivity, police, 
courts, legal , detention, social 
services 

Pol ice, court, 1 egal , detention, 
social service, lost productivity 

Medical, lost productivity 

Lost productivity , treatment and 
screening (when avai lab1 e) 

Medical , 1 ost productivity , insurance, 
repair and repl ace 

Medical, lost productivity, insurance, 
repair and replace 

Lost productivity (in non-market sector) , 
social service, pol ice, legal , courts, 
increase personal maintenance (resul ti ng 
from the spl it-up o f  households) 



Cost estimates a re  produced by identifying the principal cos t  categories 
and weighting them by incidence and other fac tors .  This process 
which we will ca l l  "cost  t r ack ingHis  outlined in Figure 4 . 1 .  Figure 4.1 
demonstrates the cost  tracking of a pa r t i cu la r  a1 cohol -re1 ated problem, in 
t h i s  case,Drunk and Disorderly. Since by def in i t ion a l l  cases of Drunk and 
Disorderly a re  alcohol-related,  there i s  no problem in par t i t ioning out the 

alcohol -involved cases from non-a1 cohol -involved cases. The various boxes 
in the flow chart  represent social costs  t ha t  may be incurred as a r e su l t  
of a Drunk and Disorderly incident .  Depending on the decisions made a t  
each decision juncture, the costs  a t t r ibu tab le  to Drunk and Disorderly can 
be minimal (no charges f i l e d  by pol i c e ) ,  or very large (charges f i l ed  through 
detention and parole) .  This i s  not t o  suggest t ha t  the cost  t o  society i s  
1 ess when a Drunk and Disorderly case i s  re1 eased from pol ice  custody. Such 
a person once released (without benefi t  of treatment) may go on t o  be 

involved in other alcohol-related problems (i . e . ,  t r a f f i c  accidents,  medical 
complications, e tc .  ) . When these costs  are  incurred however, they wi 11 be 
a t t r ibu tab le  to  the speci f ic  social problem, and not to  Drunk and Disorderly. 
Thus from s o c i e t y ' s  perspective, i t  may be l e s s  cos t ly  in  the long run t o  

detain the drunk and disorderly person than t o  re lease  him without charges. 
I n  determining the percentage of cases i n  which each social cos t  i s  

present, as well as the spec i f i c  do1 l a r  value o f  each of these cos t s ,  one 
can re ly  on e i the r  primary or secondary da ta .  In the above example, p r i -  
mary data would be data coll ected fo r  the speci f ic  purpose of computing 
alcohol-related social cos t s ,  This would involve tracing through the system 
each person picked up fo r  Drunk and Disorderly, While the va l id i ty  of 
such data may be high, the cost  of obtaining i t  i s  prohibit ive.  As a 

r e s u l t ,  most social cos t  s tudies  re ly  on secondary data-that i s ,  data 
or ig inal ly  intended for  uses other than the calculat ion of social co s t s .  
P u b 1  i c  heal t h  departments, law enforcement agencies, and social service 
agencies routinely co l l ec t  data useful i n  estimating the number of persons 

w i t h  alcohol - re la ted  problems. By combining these aggregate numbers w i t h  

average costs  f o r  the services performed by each agency deal i n g  with the 
alcohol-abusing individual ,  estimates of the to ta l  social costs  for  each 
u n i t  of service can be derived. 



While average cos ts  a re  the  estimates most often used in social 
cos t  s t u d i e s ,  they a r e  not always the most appropriate.  For instance,  

when a hospital est imates the charge f o r  a  one-day hospi ta l iza t ion ,  ce r t a in  
fixed cos ts  a r e  included in the calculat ion ( e . g . ,  s a l a r i e s ,  e l e c t r i c i t y ,  
building maintenance, e t c )  , Fixed cos t s  a r e  those minimal cos t s  incurred 
t o  perform one unit  of a  good o r  service .  In a hosp i t a l ,  f o r  example, the 

average cos t  of performing the  f i r s t  laboratory t e s t s  i s  qu i t e  high, because 
included in the  estimation a re  the fixed cos t s  of s t a f f  s a l a r i e s  and purchases 
of 1 aboratory equipment. As the number of pa t ients  requir ing 1 aboratory t e s t s  

increases,  the  average cost  per t e s t  decreases,  because the  fixed cos ts  re-  
main constant ,  while an addit ional  t e s t  increases cos ts  only s l i g h t l y  with 

modest requirements f o r  chemicals and disposable mater ia ls .  
The cos ts  associated with performing the  additional 1 aboratory t e s t s  

a re  known as  marginal c o s t s ,  which a r e  the  increase in to ta l  cos ts  assoc- 
ia ted  with an addit ional  un i t  of output.  Because in a social  cos t  study we 
a re  only in teres ted  in estimating the value of resources l o s t ,  or  resources 
u t i l i zed  as a  r e s u l t  of the consequence of a  social  problem, marginal cos ts  
and not average cos ts  a re  the most appropriate estimates for  planning purposes. 
Stated another way, the inves t iga tor  i s  asking what cos ts  society would not 
incur in the  absence of the alcohol-related social  problem. I n  the  hospital 

example, i f  alcoholism were eradica ted ,  society would save the cos ts  of per- 
forming addit ional  a1 coho1 - re la ted  laboratory t e s t s ,  y e t  the  fixed cos ts  
of maintaining the hospital laboratory would remain. I f  a  social  cos t  study 
i s  to  accurately ref1 e c t  the value of only foregone production resul t ing 
from a social  problem, only marginal costs  should be u t i l i z e d .  

Two additional points need t o  be made, F i r s t ,  while marginal cos ts  

can be est imated,  a  grea t  deal of information i s  usually required and the 
calculat ion can be complex and expensive. Second, in a  perfec t ly  competitive 

market, which ra re ly  i f  ever e x i s t s  in r e a l i t y ,  average cos ts  do equal 
marginal cos t s .  This explains in par t  why most social cos t  analysts  make * 
assumptions of perfect  competition when formulating t h e i r  est imations.  

* 
Berry, op ci  t .  ; Hirsh le i fe r ,  J .  Price Theory and  Appl i ca t ions .  

Prentice Hall,  I n c . ,  Englewood C l i f f s ,  N.J.  1 9 7 6 .  Chapter 2 .  
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Depending on the quality of data available, ( i . e , ,  r e l i ab i l i t y ,  level 
of de ta i l ,  see Section 5 . 4 )  these estimates can be further improved by 

partitioning the data se t  by age, race,and sex, and computing separate 

cost estimates for each grouD. The aggregate type of estimation procedure 
assumes that the particular social problem under study affects equally al l  
socio-economic groups. Where research indicates otherwise, adjustments in 
average earnings can be made. 



5,O ISSUES OF MEASUREMENT 

Eventual 1y a1 1 methods of estimating the costs  of alcohol -related social 

problems culminate in combinations of numbers t ha t  represent events, con- 
sequences o f  events, and dol lar  value equivalents, I t  i s  c r i t i c a l ,  there- 
fo re ,  t o  review the issues of measurement on which a l l  cos t  estimation i s  
based. This section will review the general issues relevant to measurement 

of alcohol-related problems and cos t s ,  and, by example, will identify the 
degree with which such measurement principles are,observed in pract ice .  

The Frequency of Alcohol-Related Events 

Except perhaps for  c l in ica l  alcohol ism, a1 cohol -re1 ated problems a re  
n o t  typical ly  caused exclusively by excessive drinking. Alcohol-related 
t r a f f i c  accidents are  caused by a1 cohol-impaired dr ivers  operating vehicles 

in driving environments too complex for  impai red psycho-motor functioning 
and judgment. Most alcohol-related accidents take place a t  n ight ,  when * 
conditions a re  l e ss  than optimal for  safe driving.  The presence of 
a1 cohol decreases a d r i v e r ' s  abi 1 i  ty  to  compensate for  1 ess-than optimal 

driving conditions and increases the probabil i ty of a crash. 
Similarly,  alcohol - re la ted  suic ides ,  crimes of neglect ,  and "crimes of 

passion" are causally associated with alcohol only because excessive drinking 
was a contributing element among a s e t  of causal fac tors .  Alcohol a c t s  t o  

release inhibit ions in persons who might not otherwise d o  the things tha t  

create  social cos t s .  Excessive or abusive alcohol consumption i s  related to  
accidents a t  work, absenteeism, poor family and domestic re la t ions ,  and a 
wide range of sccial  problems only to  the extent t ha t  some proportion of 

these events would n o t  occur i f  alcohol use was not present as a contributing 

fac to r .  

0 

Nighttime driving accidents and se iect ive  visual degradation." H.W. 
Leibowi t z  and D . A .  Owens. Science, Vol . 1 9 7 ,  No. 4302, 29 Ju ly ,  1 9 7 7 ,  
p p .  422-423. 



O f  a1 1  a1 coho l  - r e l a t e d  f requency da ta ,  t h e  t r a f f i c  c r a s h  s t a t i s t i c s  a r e  

genera l  1  y among t h e  most adequate. Pol i c e  Departments, S t a t e  departments 

o f  highways, and o t h e r  governmental  agenc ies  r o u t i n e l y  c o l  l e c t  r e p o r t s  o f  

t r a f f i c  i n c i d e n t s  w i t h  c o n s i d e r a b l e  d e t a i l ,  u s u a l l y  i n c l u d i n g  some measure- 

ment o f  a l c o h o l  invo lvement .  Yet, problems o f  measurement abound i n  t r a f f i c  

da ta .  Douglass r e p o r t e d  i n  1974 t h a t  o f  seven s t a t e s  i n c l u d e d  i n  a  comparat ive  

a n a l y s i s  o f  a1 coho l  - re1  a t e d  t r a f f i c  c rashes,  none o f  t h e  seven o p e r a t i o n a l  * 
d e f i n i t i o n s  of  a l c o h o l  i nvo l vemen t  were comparable. F i l  k i n s  and C a r l  son 

found t h a t  among M ich igan  c o u n t i e s ,  r e q u i r e d  b l o o d  a1 coho l  c o n c e n t r a t i o n  

measurements f o r  d r i v e r s  i n v o l v e d  i n  f a t a l  a c c i d e n t s  were w o e f u l l y  i n c o n s i s t e n t ,  

t o  t h e  e x t e n t  t h a t  t h e  p r o p o r t i o n  o f  m i s s i n g  data  approached t h a t  f o r  da ta  ** 
which were c o l l e c t e d .  Douglass and Freedman (1977) have r e p o r t e d  o t h e r  

i n c o n s i s t e n c i e s  i n  r e p o r t e d  a l c o h o l  i n v o l  vement i n  M ich igan  which  1  i m i  t t h e  

r e 1  i a b i l  i t y  o f  r e p o r t e d  a l c o h o l  i nvo l vemen t  (Had Been o r i n k i n g )  between t i m e  *** 
p e r i o d s ,  S t i l l  , a l c o h o l  - re1  a t e d  c r a s h  invo lvemen ts  a r e  b e t t e r  r e p o r t e d  

than  o t h e r  a1 coho l  - r e 1  a t e d  s o c i a l  problems. 

A l coho l i sm,  t h e  most commonly ment ioned prob lem r e l a t e d  t o  d r i n k i n g ,  i s  

an example o f  a  problem area t h a t  d e f i e s  p r e c i s e  d e f i n i t i o n  o r  measurement. 

P a r t  o f  t h e  measurement prob lem w i t h  a l c o h o l i s m  i s  t h a t  i t  i s  a t  t h e  same 

t i m e  a  med ica l ,  p s y c h o l o g i c a l  ,and s o c i a l  problem. Some " a l c o h o l  i c s "  a r e  

i d e n t i f i e d  because they  l o s e  t h e i r  j o b ,  f r i e n d s , a n d  f a m i l y  and a s s o c i a t e  

o n l y  w i t h  f e l l o w  d r i n k e r s .  Other  a l c o h o l i c s  a r e  n o t  i d e n t i  f e d  and measured 

u n t i l  t h e y  have t e r m i n a l  a l c o h o l i c  c i r r h o s i s  o f  t h e  l i v e r .  Some a l c o h o l i c s  

a r e  i d e n t i f i e d  by p s y c h o l o g i s t s  and s o c i a l  workers  i n  p u b l i c  o r  p r i v a t e  

p r a c t i c e .  Among t h e  d i f f e r e n t  p r o f e s s i o n s  t h a t  g i v e  a i d  t o  a l c o h o l i c s  t h e r e  

i s  . no commonly accepted d e f i n i t i o n  o f  t h e  problem, between o r  even w i t h i n  

t h e  d i s c i p l i n e s .  

* 
Douglass, R.L. The E f f e c t  o f  Lower Legal  D r i n k i n g  Ages on Youth Crash 

Invo lvement ,  Ph,D. D i s s e r t a t i o n ,  Pub1 i c  H e a l t h  A d m i n i s t r a t i o n ,  Rackham 
School o f  Graduate S t u d i e s ,  The U n i v e r s i t y  o f  M ich igan .  August, 1974. 

** 
F i l  k i n s ,  L.D. and Car lson,  W.L. " A n a l y s i s  and R e p o r t i n g  o f  B lood 

A lcoho l  C o n c e n t r a t i o n s " .  HIT LAB Repor ts  Y .  3, No, 7, March 1973. 
pp. 1 - 6 .  

*** 
Douglass, R.L. and Freedman, J .A. A l coho l  -Re la ted  Casual t i e s  and A lcoho l  

Beverage Market  Response t o  Beverage A1 coho l  Avai  1  a b i  1  i t y  Pol i c i e s  i n  
M ich iaan ,  Volume I .  F i n a l  R e ~ o r t ,  The U n i v e r s i t y  o f  M ich i san .  Ausust  1977 

d .  
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B u t  how might we ascertain which among a number of socia l ly  pathologic 
events would not have occurred i f  alcohol were absent? How can we know the 
proportion of a given frequency of a cer ta in  category of events tha t  i s  
necessarily related to  drinking? Because a1 1 calculat ions of the social 
costs  of social problems causally related t o  alcohol require knowing the 
proportionate relat ionship t o  alcohol, i t  i s  necessary t o  assess the s t a t e  

of knowledge of each individual problem area vis-a-vis the role  of alcohol 
consumption in i t s  etiology. Unfortunately, the s t a t e  of the a r t  f o r  most 
problem areas i s  currently 1 ess than ideal to  provide meaningful proportions 
(weights) of alcohol involvement which can appropriately be applied to  
aggregate frequency-of-event s t a t i s t i c s .  

Two social problem areas will i l l u s t r a t e  t h i s  point;  child abuse and 
neglect ,  and suicide.  Pol ansky, Holly and Pol ansky ( 1  975) repeatedly in t ro-  
duce the role  of alcohol i n  the social etiology of child abuse and neglect.  

Alcoholism in one or both parents has been recurrently 
associated with reports of child neglect.  Both the 
dynamics of a1 cohol ism and i t s  biochemical aspects have 
been studied,  of course, How these dynamics also r e l a t e  
t o  neglect has not been speci f ied ,  although, once again, 
some shrewd guesses can be made, p .  1 6 .  

Thus there i s  a gual i  t a t i  ve and affirmative relation-ship between a1 cohol 
abuse and the abuse and neglect of children by t h e i r  parents,  ye t  no pro- 
portion of a1 1 child abuse and neglect--a quant i ta t ive  relat ionship--is  * 
proposed. 

Similarly,several authors have demonstrated the association of alcoholism 
and abusive drinking with suicide.  Batchelor ( 1  957)  reported tha t  suicide 
in old age i s  frequently precipitated by excessive drinking among individuals 
who may not have previously taken alcohol in excess. Also the author suggests 

* 
Polansky, N . A . ,  Holly, C . ,  a n d  Polansky, N . F .  Prof i le  of Neglect, A 

Survey of the Sta te  o f  Knowledge of Child Neglect. USDHEW, Social 
and Renabil i  t a t i ve  Service, Community Services Administration, 
Washington, D.C., 1975, 



that alcohol, while a major contributor t o  suicide attempts among the aged, 

i s  less often imp1 icated than i t  i s  with younger people. Batchelor does * 
n o t  suggest which of a1 l suiciaes among tne agea invoi ve aDuse of ai con01 . 
Several authors have related t r a f f i c  crashes w i t h  suicidal motivations ,yet 
there are no serious attempts t o  identify a r ea l i s t i c  proportion of total ** 
suicide incidence which i s  necessarily associated with drinking and driving. 

Even i f  proportions were known--as i s  the case for some problem areas 
--the enumeration of the events themselves, to ta l ly ,  can be as d i f f i cu l t  
as deciding how many are related t o  alcohol. For instance, some non-zero 
proportion of  single-vehicle fatal t r a f f i c  crashes i s  suicidal,  b u t  what 
proportion? No routinely collected crash data indicate the 1 ikel i hood of a 
crash being a suicide attempt. Many events are unreported or underreported, 
including child abuse and neglect, marital disruption, absenteeism ,and violent 
crimes. Unless a reasonably accurate estimate of  the number 

of events within a period of time i s  known, i t  i s  not possible t o  estimate 
the subset of that frequency that i s  associated with abusive drinking. I n  

general the problem i s  n o t  one of over-reporting b u t  of underreporting. 

Few social problems are sat isfactor i ly  counted--we know on ly  of those which 
are brought t o  our attention. Most social problems are considerably larger 
in real i ty  than the available s t a t i s t i c s  would lead us t o  believe. 

* 
Batchelor, T . R . C .  "Suicide in Old Age" in Clues t o  Suicide Shneidman, E .  

and Fareberow, N . L .  (Editors) New York, McGraw-Hill , 1957. p p .  147-148. 

** 
Selzer, M . L .  and Payne, C . E .  "Automobile Accidents, Suicide, and 

A 1  coho1 i sin" Proceedings of the third International Conference on Alcohol 
and Road Traffic,  London, September, 1962 .  

McFarland, F . L .  "Suicidal Impulses a n d  Psychiatric Aspects o f  Highway 
Safety." Journal of the American Medical Association, Vol . 163, p p .  233- 
237. January, 1957. 
Porterfield, A . L .  "Traffic Fa ta l i t ies ,  Suicide and Homocide" American 

Sociological Review, Vol . 2 5 ,  p p .  897-901 , 1960. 



One s ignif icant  d i f f i cu l t y  tha t  impedes the process of counting 
incidents ~f social  problems i s  a  lack of singular  jur isdic t ional  responsibi l i ty .  
For instance, a re  attempted suicides within the principal domain of police,  
social service ,  mental heal t h y  publ i c  heal t h , o r  medical systems? The answer, 
a t  l e a s t  fo r  the present, i s  a1 1 of the above; the overlap of responsibi l i ty  
i s  part  of the problem,because each system i s  mutually exclusive, sometimes 
duplicating counting and recording procedures. 

David Zalkind e t  a l .  ( 1977 )  a re  only the most recent t o  propose a 
mu1 t i-probl em pat ient  (c l  i e n t )  contact reporting form tha t  would serve t o  
r e l a t e  alcohol and other e t io logic  fac tors  to consequent social and health 
problems. The form, which includes presenting problems, auxil iary  complaints, 
referra l  information, and more, i s  su f f i c ien t ly  complete to  el iminate the d i  f -  

f icul  ty  i n  establishing proportions of alcohol involvement if i t  were universally 
* 

adopted by a l l  service systems - and central ized to  eliminate multiple counting. 
The f ac t s  a r e ,  however, tha t  no reporting procedure or format i s  s a t i s -  

factory fo r  the task of counting incidence unless the overriding issues 
of double-counting , poor operational l zation ,and sel f-sel  ection a re  overcome. 
Pol i c e ,  mental health,  most social services ,and most medical and publ  i c  health 
systems re ly  on  the c l i en t s  and pat ients  to  make themselves known before an 
incident i s  recorded. Further, most people w i t h  the problems produced by 
abusive drinking f a i l  to  be iden t i f i ed ,  are  not rec ipients  of available 
services.  They remain the bulk of the proverbial iceberg, of which reported 

cases are  o n l y  the t i p .  

5 .2  Three Basic Elements 

When calculat ing the cost of alcohol - re la ted  events,  as suggested 
above, three essential  elements must be ari thmetically combined. 

These elements include the incidence of the problem, the proportion of the 
to ta l  incidence t ha t  i s  a t t r ibu tab le  t o  alcohol abuse, and the cost  of each 
incident of the problem. I f  to ta l  costs  o f  child abuse were calculated by 

enumerating reported cases of child abuse, the cost  of alcohol -related child 

* 
Zalkind, D . ,  Zedon, H . ,  Moore, M . ,  and Kaluzny, A .  " A  Practical 

Reporting and Eva1 uation System for  Intervention Programs: Guiding 
Principles and Potential Uses". American Journal of Pub1 i c  Heal t h y  
Vol . 6 7 ,  No. 4 . ,  Apri l ,  1977 .  p p .  370-373. 



abuse would be determined by mu1 t iplying the to ta l  cost  by a f rac t ion 
(such as .18 i f  18% of reported child abuse were known to  be alcohol- 
r e l a t ed ) .  The result ing cost  estimate would represent alcohol-related child 
abuse costs . Other configurations of incidence, proportion of a1 cohol -in- 
volvement and uni t  costs  are  necessary for  a l l  individual problems created 
by the abuse of a1 cohol . 

1 

5.3  The Requirements of Measurement 

A l l  measurements used i n  the calculat ion of co s t s ,  incidence and pro- 

portions of alcohol-involvement a r e ,  1 i ke other numbers fo r  research or 
management, subject to  variat ion and e r ro r .  The sources of variat ion and 
e r ro r ,  and the speci f ic  types of these concerns,must be understood before 
meaningful cos t  estimates can be made. There are  three types of variation 
and e r ro r  to  be considered here: va l i d i t y ,  re1 iabi l  i ty,and operational 
consistency . 

Validity i s  a term that  has b o t h  lay and technical meanings. I n  the 
present case val id i ty  re fe r s  to  the appropriateness o f  a number in a speci f ic  
calculat ion.  The question addressed by the concept of va l id i ty  i s ,  "Does 
the number mean what i t  i s  supposed t o  mean?" Many examples can be drawn 

from the l i t e r a t u r e  of appropriate and inappropriate f igures which, when 
used to  ca lcula te  alcohol -related social cos t s ,  produce valid or  inval id 

cos t  estimates. I n  Michigan about 47:; of f a ta l  t r a f f i c  accidents are associated 
w i t h  alcohol abuse, which provides a .47 weight to  apply in our calculat ions 
of the incidence of alcohol -related t r a f f i c  crash incidence. This applies 
only t o  those crashes that  resulted in one or more deaths, however,and 
the .47 weight would be inappropriate for  similar  calculat ions of non-fatal 
crashes. 

Berry (1974) and Berry and Boland ( 1 9 7 7 )  selected a weight representing 
excessive mortal i ty related t o  alcohol ism derived from a prospective study 
of Ontario, Canada alcohol ics  who selected treatment i n  Toronto between 
1951 and 1963. This f igure was then applied to to ta l  mortality data for  



t h e  U n i t e d  S t a t e s  i n  1971 and 1975. The c a l c u l a t i o n  o f  e x c e s s i v e  male 

deaths i n  t h e  U n i t e d  S t a t e s  a s s o c i a t e d  w i t h  a l c o h o l  i sm b y  B e r r y  e t  a1 , was 

based on an assumpt ion  o f  t h e  v a l i d i t y  of t h e  e s t i t n a t e  o f  excess i ve  m o r t a l i t y  

among O n t a r i o  a l c o h o l i c s .  I t  i s  e n t i r e l y  p o s s i b l e  t h a t  t h i s  assumpt ion i s  

a p p r o p r i a t e ,  y e t  t h e r e  i s  a  r e a l  p o s s i b i l i t y  t h a t  any s t a t i s t i c  d e r i v e d  f rom 

a  c l i n i c a l  p o p u l a t i o n  o f  a l c o h o l i c s  who s e l f - s e l  e c t e d  t r e a t m e n t  i n  To ron to  

may n o t  be a p p r o p r i a t e  ( o r  v a l i d )  f o r  a p p l i c a t i o n  t o  p o p u l a t i o n s  i n  C a l i f o r n i a ,  

F l o r i d a  ,or  I 1  1  i n o i  s, There a r e  some d r a m a t i c  demographic d i s t i n c t i o n s  between 

O n t a r i o  and p a r t s  o f  t h e  U n i t e d  S t a t e s  w h i c h  r a i s e  s e r i o u s  doubts  r e g a r d i n g  

t h e  v a l i d i t y  o f  B e r r y  e t  a1 use o f  a  s t a t i s t i c  d e r i v e d  f r o m  one p o p u l a t i o n  

i n  a p p l i c a t i o n s  t o  ano the r  p o p u l a t i o n .  Thus a  f i g u r e  can be v a l i d  i n  one 

a p p l i c a t i o n  and p o t e n t i a l l y  i n v a l  i d  i n  ano the r ,  depending upon t h e  s i m i l a r i t i e s  

i n  t h e  p o p u l a t i o n s  f rom wh ich  t h e  e s t i m a t e s  a r e  d e r i v e d  and t h e n  a p p l i e d .  

Re1 i a b i ?  i t y  r e f e r s  t o  t h e  c o n s i s t e n c y  o f  a  c a l c u l a t i o n  o r  e s t i m a t e  

among rep1 i c a t e d  measurements o f ,  presumably,  t h e  same t h i n g .  F o r  i n s t a n c e ,  

if we d e r i v e d  an e s t i m a t e  o f  t h e  s i z e  of  t h e  p o p u l a t i o n  o f  persons h o s p i t a l i z e d  

as a  r e s u l t  o f  a l c o h o l i s m ,  based on h o s p i t a l  admiss ions d a t a  ,it would  be 

necessary  t o  use t h e  same medica l  c o n d i t i o n s  f o r  each measurement. I f  t h e  

number o f  c o n d i t i o n s  a s s o c i a t e d  w i t h  1  ong-term abus ive  d r i n k i n g  were n o t  t h e  

same f o r  each measurement, t h e  e s t i m a t e s  wou ld  n o t  be r e l i a b l e .  S i m i l a r l y ,  

i f  t h e  a s s o c i a t i o n  o f  a l c o h o l  t o  t h e  medica l  c o n d i t i o n s  were n o t  c o n s t a n t  

o v e r  t ime ,  t h e  e s t i m a t e s  would n o t  r e 1  i a b l y  r e f 1  e c t  h o s p i t a l  i z e d  a1 coho1 i c s  

between t i m e  p e r i o d s .  

S u b j e c t i v e  e s t i m a t e s  o f  t h e  i n c i d e n c e  and d a t a  c o l  1  e c t i o n  procedures  

t h a t  t e n d  t o  be v a r i a b l e  l e a d  us t o  t h e  t h i r d  source o f  e r r o r  among measure- 

ments used i n  e s t i m a t i n g  i nc idences  o p e r a t i o n a l  c o n s i s t e n c y .  C l o s e l y  r e 1  a t e d  

t o  r e 1  i a b i  1  i ty,  o p e r a t i o n a l  c o n s i s t e n c y  s p e c i f i c a l l y  r e f e r s  t o  t h e  i ns t rumen-  

t a t i o n ,  f i e l d  d a t a  c o l l  e c t i o n  procedures  and s tandards ,  and t h o s e  usua l  l y  

human sources o f  e r r o r  t h a t  a f f e c t  measurement o f  s o c i a l  p rob lems.  The 

most obv ious example o f  o p e r a t i o n a l  1  y i n c o n s i s t e n t  d a t a  a r e  a r r e s t  r e c o r d s  

f o r  a l c o h o l - r e l a t e d  o f f e n s e s ,  i n c l  ud ing  drunk d r i v i n g ,  D r i v i n g  w h i l e  

i n t o x i c a t e d  ( D W I )  i s  a  p r e v a l e n t  b e h a v i o r  i n  t h i s  s o c i e t y ;  i t  i s  a l s o  



tolerated by most people eyen though it is generally known to be a dangerous 
practice. Apprehension and conviction for DWI is generally unlikely in 
most parts of the United States ,with the probability of apprehension in 
South2astern Michigan less than once in two thousand. 

When, however, an executive order Ss issued to increase the pursuit 
of DWI cases ,the response is an increase in the incidence of reported DWI 

cases. Thus the inconsistency of data co1 lection, related to enforcement, 
creates an inconsistency in the incidence figures for DWI .  Simply stated, 
it becomes impossible to assume that the statistical estimate of the social 
problem in question is consistently represented between measurements. 

When statistical estimates of the incidence of alcohol -re1 ated prob- 
lems are required ,it is essential that the validity, re1 iabil i ty, and oper- 
ational consistency of a1 1 measurements are known to be adequate, This 
applies to a11 statistical weights that are adapted from one place and time 
and applied to incidence data from another place and time. The text of 
survey questions, the time, place ,and circumstances of data collection, the 
amount of missing data, and the definitions of operational i zed measures a1 1 

directly affect the quality of the data on which estimates of alcohol-related 
social costs are based. 



6.0 T H E  RESPONSTBILITY OF THE ANALYST 

Throughout th is  report we have reviewed the minimum research require- 

ments for a valid social cost study. Me have also pointed out where various 
studies have failed t o  meet these requirements. I n  the majority of studies 
reviewed ,the analytical methods employed, based on present economic theory, 

have been appropriate. Where problems have arisen i t  has most often been 
in the choice of inappropriate data sets  or weighting factors for the cal- 
culation of social costs,  I n  defense of these researchers i t  should be 
noted that  while these data sets  and weights are a t  times inappropriate, 
they are often the best available short of the costly collection of primary 
data. 

We find ourselves, therefore, in a si tuation where a well developed 
and precise se t  of economic tools for  the calculation o f  social costs 
i s  necessari ly appl ied t o  poorly devel oped and often inappropriate measure- 
ments. The problem i s  aggravated because the product of the social 

cost study i s  most often a singular total  cost f igure,  which lends an a i r  
of precision t o  the cost calculations unwarranted by the quality of the 
original data or weighting functions, 

I n  the absence of more precise data the analyst minimally has the 

responsibility t o  point out t o  the reader the shortcomings in the data 
ut i l ized,  as well as the probable impact that such shortcomings have on the 
calculations. I n  addition the investigator has the responsibility t o  
identify the direction of  bias ( i . e . ,  whether the estimate i s  high or low) 
and i f  possible suggest a range o f  minimum and maximum costs that  encompasses 
the single cost estimate. 

Given the interdiscipl inary nature of social cost studies which require 

a t  minimum a working knowledge of b o t h  economic theory as well as the social ,  



psychological, and po l i t i ca l  dynamics of the problem fo r  which cost  estimates 
a re  desired,  we a re  surprised by the lack of collaborative research e f fo r t s  
which draw together economists ,other social s c i en t i s t s  , and pract i t ioners  
famil i a r  w i t h  the social problems. We have most frequently found elaborate 
economic components of research reports combined w i t h  simp1 i s t i c  appl icat ions 
from the alcohol 1 i t e ra tu re ,  or  careful ly  constructed cl inical  and epidemi- 
ologic models matched wi t h  elementary economic theory. Neither combination 
i s  of great  value. 



7.0 SUMMARY FINDINGS AND CONCLUSIONS 

This study had four objectives: 

1. Review the social cost literature for appropriate 
models for estimating the social cost of alcohol; 

2 .  Identify the criteria and methodological issues 
for a valid social cost study; 

3. Discuss the major economic theories and principles 
utilized in a social cost study; 

4.  Make recornendations regarding the feasi bi 1 i ty of 
implementing a system for estimating the comparative 
social costs of alcohol ism and alcohol abuse at the 
State level. 

In reviewing selected documents we were repeatedly convi nced that theoretical , 
conceptual , and practical difficulties now prevent val id assignment of do1 lar 
values to alcohol-related problems. Our findings can be summarized in four 

categories: (1) Poor incidence and cost data; ( 2 )  Lack of agreement re- 

gardi ng al coho1 -re1 ated proportions of various heal th and social problem in- 
cidence; (3) The use of average cost estimates instead of marginal cost 

estimates; and (4) Lack of practical utility of total average cost figures. 

7.1 Poor Incidence and Cost Data. 

In calculating the cost of a social problem, the analyst must identify 
the population at risk, determine the problem-related behaviors which lead 
to the incurring of social costs, and calculate the economic value of goods 
and services rendered or foregone as a result of the probl em-re1 ated behaviors. 
While national, state,and local data exist for a number of social and health 



related problems (i . e . ,  t r a f f i c  accidents, suicides, homocides, e tc .  ) data 
that indicate the percentage of these problems which can be attributable 
t o  alcohol are often lacking. I n  a n  e f for t  t o  develop weights such that the 
incidence data can be ut i l  ized, researchers have re1 ied heavily on special 

purpose samples collected for or by alcohol treatment programs. The self-  
selecting bias of these clinical data,  as well as their  parochial nature 
makes the use of such weights in the development of national or s t a t e  in- 
cidence rates questionable. Equally questionable i s  the use of these biased 
samples to derive social cost indices since these samples are n o t  an 
accurate reflection of the at-r isk populations, 

7 . 2  Lack of Agreement Regarding A1 coho1 -Related Proportions of Health 
and Social Problems 

There i s  a lack of agreement among analysts as t o  what constitutes an 
a1 cohol-related social problem. Except in the case of  alcohol-related 
t r a f f i c  accidents (where BAC levels are widely used to determine alcohol 
involvement) and clinical alcoholism, each individual must develop, inde- 
pendently, the c r i t e r i a  on which judgments will be made of alcohol involve- 

ment in other health and problem areas. Since incidence levels will be 

directly affected by the definition of alcohol-involved social dysfunction 
uti l ized by the analyst, care must be taken in using these frequencies t o  
derive incidence rates or in using these data t o  measure social costs. 

7 . 3  Use of Average Cost instead of Marginal Costs 

Average costs which are commonly utilized in the calculation of total  
cost figures are n o t  the most appropriate for decision-making purposes. I n  

the calculation of the social cost of alcohol abuse we are interested only in 

those costs incurred by society as a resul t  of alcohol abuse. Stated dif-  

ferently,  we are asking what cost would society not incur i n  the absence of 
alcohol-invol ved problems. Average costs,  because they include fixed costs 
which must s t i l l  be paid By society i n  the absence of the social problem, do  

not accurately ref lect  the economic cost o f  the problem ( i . e . ,  the cost t o  



society of apprehending a d r u n k  and disorderly individual does n o t  include 

the cost  of purchasing and maintaining a pol i ce  c a r ,  because i n  the absence 
of D & D individuals,  the car  would s t i l l  be required t o  attend to  soc i e ty ' s  
non-a1 coho1 -involved problems). Much more appropriate to  cos t  s tudies  fo r  
planning purposes a re  marginal cos ts .  These a r e ,  however, more d i f f i c u l t  t o  
ca lcula te .  

7 , 4  Lack of Practical  U t i l i t y  of Total Average Cost Figures 

Even i f  accurate to ta l  cost  f igures could be calcula ted,  the u t i l i t y  
of such f igures  must be questioned, Knowledge o f  the r e l a t i ve  cost  to  
society of various alcohol re la ted  problems i s  of l i t t l e  value to  policy 
makers in determining the level of resources to  be u t i l i zed  in combatting 
each problem,since these f igures alone do not indicate the do1 1 a r  return 

per do l la r  invested in each of the problem areas.  Thus i t  i s  conceivable 
t ha t  while the cost  t o  society of alcohol-involved t r a f f i c  accidents i s  
greater  than the cost  t o  society of drunk and disorderly conduct, the 

effectiveness of our intervention and treatment s t r a t eg i e s  i s  not usual ly 
equal. I t  may be t ha t  the social benefi ts  resul t ing from expenditure of 
additional resources on drunk and di $orderly individual s  would r e s u l t  in 
greater  econo~lic szvings to  society than would add? t ional  resources in- 

vested in the prevension of a more obviously cost ly  problem. 

7 . 5  Conclusions 

On the basis of these observations we recommend t ha t  s t a t e  agency 
personnel and pol icy-makers ref ra in  from relying heavi ly on estimates of 
the to ta l  cos t  of alcohol-related social and health problems a t  t h i s  time. 

The necessary research to  provide missing information may soon be conducted 
so tha t  accurate cos ts  of various problems related to alcohol can be e s t i -  
mated. I t  i s  in the best i n t e r e s t  of the s t a t e  to wait f o r  valid comparative 
cost  estimates. Even when the practical  and theoretical  obstacles have 
been overcome, the s t a t e  should only become invested i n  the process when 
the u t i l i t y  of the ac t i v i t y  wi 1 1  serve a real purpose in planning and evalu- 

a t i  ng intervention and prevention programs. 



8.0 TECHNICAL ISSUES 

There are several theoretical -technical issues which researchers must 
resolve before ini t ia t ing a social cost study. These issues are important 

because there i s  a diversity of opinion regarding how they should be resolved 
and because the decisions made can greatly affect the social cost totals  
generated by the analysi s . The issues incl ude di scounti ng and di scount rates ,  
productivity increases, a1 1 owance for consumption, and the val ue of non- 
market production. These issues wi 11 be discussed separately be1 ow. 

8.1 Discounting and Discount Rates 

When an individual ceases t o  be productive as a result of the consequence 
of a social problem (either as a result  of pre-mature death, or d isabi l i ty) ,  
social costs are incurred i n  the form of foregone productivity. 

Economists general ly use foregone earnings as a measure o f  foregone o u t p u t .  
Using l i f e  tables the economist can then estimate the number of additional 
years the individual would be expected t o  be involved in productive activity 
i n  the absence of the social problem. The number of foregone years of 

activity mu1 t i  p l  ied by the individuals expected earnings ,adjusted a t  some 
rate to reflect increases in productivity , and adjusted t o  reflect a1 lowances 
for consumption ( i f  appropriate - see next two sections) ,gives the economist 
an estimate of the value of production lost  as a result  of the problem. 
Since the economic value of  lost  future earnings i s  accounted for in the 
present, they must be discounted t o  ref lect  the fact that the present value 
of money t o  be received (or would  have received in the absence of the prob- 
lem) in the future i s  always worth less.  Rice and  Cooper explain discounting 
and the selection of a discount rate in the following way: 

The value of money changes w i t h  time, so that i n  order t o  
calculzte the present monetary value of  man, his future ex- 
pected earnings must be converted t o  their  present worth 
today .  Banks and Kotz s ta te  that ' a  given sum i s  normally 





8.3 A1 1  owance f o r  Consumption 

Dor thy  R ice  and Barbra Cooper a l s o  w r i t e  about  t h e  i s s u e  o f  consumption: 

There i s  a  d i v e r s i t y  o f  o p i n i o n  r e g a r d i n g  t h e  t r e a t e m n t  o f  
consumption. Insurance companies t r e a t  consumption as a  
deduc t ion  f rom a  p e r s o n k s  c o n t r i b u t i o n  t o  o u t p u t .  Dub1 i n  
and Lo tka  and Weisbrod deduct  consumpt ion f rom t o t a l  o u t p u t  
i n  t h e i r  c a l c u l a t i o n s  o f  t h e  e a r n i n g  l o s s e s .  

F e i n  and Klarman, on t h e  o t h e r  hand, make no such ad jus tment .  
F e i n  summarizes h i s  v iews as f o l l o w s :  

' C e r t a i n l y  t h e  n e t  f i g u r e  (g ross  v a l u e  l e s s  
consumpt ion) d e r i v e d  by D u b l i n  and Lo tka  t o  
i n d i c a t e  t h e  money v a l u e  o f  a  man t o  h i s  f a m i l y  
i s  c o r r e c t  f o r  t h e i r  purposes.  It i s  n o t  a t  
a l l  apparent ,  however, t h a t  t h e  n e t  concept  i s  
t h e  c o r r e c t  one when we dea l  w i t h  t h e  economic 
va lue  o f  a man t o  s o c i e t y .  I t  i s  t r u e  t h a t  man 
consumes p a r t l y  i n  o r d e r  t o  m a i n t a i n  h i m s e l f ,  
and i n  t h i s  sense some o f  h i s  consumpt ion may be 
cons idered as a  gross  i nves tmen t  t o  t a k e  c a r e  o f  
d e p r e c i a t i o n ;  i t  i s  a l s o  t r u e ,  however, t h a t  con- 
sumpt ion i s  an end i n  i t s e l f  and can be viewed 
as a  f i n a l ,  r a t h e r  than  an i n t e r m e d i a t e ,  s t e p  i n  
t h e  c r e a t i o n  o f  o t h e r  p roduc ts .  The q u e s t i o n  i n -  
vo l ved  concerns t h e  purposes f o r  wh ich  an economy 
e x i s t s .  On an i n d i v i d u a l  ' s  income, t h e  i n d i v i d u a l  
en joys  l i f e ,  and i t  i s  f o r  t h i s  purpose t h a t  t h e  
s o c i  a1 economy e x i  s  t s  . * 

n 

I b i d ,  p .  1959. 
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8.4 Estimation of the Economic Value of Production in the Non-Market Sector. 

One gf two basic approaches can be employed: 

Opportunity Cost Approach : 

Roughly speaking, the opportunity cost approach assumes 
that the unit value of a person's time used for production 
in the non-market sector i s  equal t o  the wage ra te  of that  
person in the market place. Under this  assumption, the 
economic value of  unpaid work i s  equal t o  or greater than 
the wage rate that the same person would command in the 
market plaie ,  regardless of  the comparability of two jobs 
performed. 

Market Cost Approach : 

The market cost approach assumes that the wage rate  for 
tasks performed in the market place can be applied t o  the 
same work performed outside the market place.. .When using 
the market cost approach, real goods and services produced 
by persons whose productive ac t iv i t i e s  are n o t  in the market 
sector are valued the same as production i n  the market sector. 
The economic value of (persons) keepinq house in our society 
would depend on the average market value of  the work they 
perform a n d  would represent an estimate o f  the cost of 
replacing (the individual ),yi t h  man-hours from the labor 
force t o  do  the same work. 

Economists general ly rely on market prices i n  estimating the economic 
value of foregone production resulting from the consequences o f  a social 
problem. Difficulty arises when the researcher wishes t o  estimate the economic 

value of housework and other non-market production, where market prices are 
n o t  available. Consequently, many social cost studies ignor completely the 
economic v a l  ue of non-market producti o n .  Brody describes the two major 

* 
Source: Economic Value of Housewife. W .  H .  Brody. Research and 

Sta t i s t ics  Note, No. 9 ,  August, 1975 .  
* * 

I bid . 



approaches which researchers use i n  deal  i n g  w i t h  t h i s  problem. Ne i t he r  

approach i s  who1 l y  acceptable,  and most economists would agree t h a t  t h e  

economic va lue o f  non-market p roduc t i on  i s  general  l y  underest imated i n  

most s o c i a l  c o s t  s t ud ies .  
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