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  Press Release

Drug & Alcohol Rehab Industry Grows To $7.7 Billion  

This Year, With 1+  Million Americans In Treatment.

Tampa FL,  October 30,  2000:   Marketdata Enterprises, Inc., a  market research publisher of  service industry studies since 1979, released a new 148-page analysis entitled: The Drug & Alcohol Treatment Centers Industry. This is the ONLY business analysis ever performed of this service industry. It contains the latest government survey data and custom research/interviews  by Marketdata.  The study examines what has happened to many large for-profit chains under pressures of managed care and competition, substance abuser demographics, the number of treatment facilities that exist and who they serve, rehab costs/fees, emerging trends, employee drug testing, industry size and growth, and much more.

      According to Research Director, John LaRosa: “Treatment by 13,450 government and private sector drug and alcohol rehab facilities is worth an estimated $7.7 billion in the U.S. this year.  The industry’s fortunes are affected by a variety of factors:  the administration’s ongoing “war on drugs” and law enforcement, state funding, employee drug abuse screening, treatment fees, the availability of inpatient beds, demand for services by substance abusers, reimbursement policies and managed care,, among others.  Since Marketdata’s last analysis in the mid-1990s, many for-profit chains have closed, been sold off, merged, or have scaled back operations and shifted their focus to a broader “behavioral health care” scope that includes mental health services.  Managed care has reduced the per patient average treatment costs from $9,400 in 1989 to $6,507 in 1998.”

Major Findings:
· The industry was valued at $6.8 billion in 1998 and is estimated to have grown 7.4% per year to $7.7 billion this year.  We expect 6% annual growth to $9.6 billion by 2004.  A total of 13,450 facilities served a little over 1 million substance abusers in 1998, with the average facility generating revenues of $502,000.  It costs $6,507 to treat the average substance abuser in 1998.

· Many of the large for profit chains have downsized or disappeared.  However, many companies have become more savvy about how to approach insurers and many have rebounded over the past 3-4 years, especially by catering to specialized niche markets.

· Future industry growth will likely come from periphery segments such as abusers within the criminal justice system, from child welfare and the workplace.

· in 1998, 88% of clients received outpatient treatment versus only 10% residential treatment.  Managed care accelerated the shift from costly 28 day inpatient stays to less expensive outpatient care.  Private non-profit facilities make up 56% of the system, private for profit-28% and state/local government-13%.

· An estimated 13.6 million Americans were using illicit drugs in 1998, 33 million engaged in binge drinking, and 12 million were heavy alcohol users.  Males predominate as substance abusers, but there is a consistent increase in the share of female clients, from 28% in 1990 to 31% in 1998.  Government data continues to show the aging of the drug using population, as 32% were aged 35 or older in 1998.  

2004 Forecast…  As for the growth of the field since 1998, Marketdata analysts expect 7.4% average annual gains, to a value of $7.75 billion in the current year and $9.62 billion by 2004.  Experts such as William White say that the strong growth of about 7-8% taking place through 1998 should have continued and will do so for another year or two. There were numerous closures of treatment facilities in the mid-1990s as managed care was in a strong position to negotiate rates and reimbursement down.  There are fewer providers out there today, but  we are starting to see some increases in reimbursement by managed care entities.

The average length of stay (and treatment cost) is expected to remain stable over the next four years.  The number of abusers (demand for treatment) should also remain stable.  The big increase in abusers of the 1980s was related to cocaine use, and in the 1990s it was heroin. That’s past now.

The outcome of the Presidential election should not have a significant effect on this field, nor on the ongoing “war on drugs.”  Neither candidate Bush or Gore, or either party, is expected to affect the industry much, since there is less influence at the national level as there is on the state level.

The one major factor that will influence this industry’s fortunes is whether we have a recession or economic downturn.  Downturns DO affect this field.  The industry fares better in good economic times, as it is easy for employers to cut spending on treatment for their employees.  Companies are not likely to pay for an employee’s treatment if they are about to lay them off.

Editor’s Note:   

John LaRosa available for interview, 813-907-9090.  The Drug & Alcohol Treatment centers Industry is a 148 page market study  that costs $1,495.  A 23  pp. Overview is sold to the general public for $79.  Table of contents available--Contact: Marketdata Enterprises, Tampa, FL  (FAX: 813-907-3606, Email: marketdataent@yahoo.com, Web site: www.marketdataenterprises.com.)  Study also sold via 5 commercial online databases:  Dialog, Investext, Marketresearch.com, Mindbranch.com., Multex.
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