
percent avail themselves ofEAP 
services each year. Over half of 
those seeking EAP assistance had 
substance-abuse concerns. 

The Mirage. The Mirage is the 
flagship hotel-casino property of 
Mirage Resorts. Located on the Las 
Vegas strip, the hotel boasts over 
3,000 hotel rooms, a 120,000­
square-foot casino, and a labor 
force of some 6,400 people . Mirage 
offers its employees wages that are 
comparable to other hotels in the 
city but has developed a competi­
tive advantage in the labor market 
through its list of employee ben­
efits and its commitment to human 
resources. 16 Among those benefits 
is a comprehensive employee­
assistance program that includes 
substance-abuse treatment 
provisions. 

The employee-assistance pro­
gram in place at the Mirage was 
first introduced at Mirage Resorts's 
Golden Nugget property in Atlantic 
City in 1985. That EAP is modeled 
after similar programs developed 
at Campbell Soups Company and 
Xerox Corporation. 

Mirage retains an outside EAP 
provider for its employee-a ssis­
tance services. An employee in 
need of help may obtain treatment 
by contacting the outside provider. 
Strong internal marketing coupled 
with supervisor training assists 
employees in knowing that help is 
available. All contact with the EAP 
provider is conducted off-premises. 
EAP counselors determine appro­
priate treatment strategies, 
including counseling, intensive 
outpatient treatment, or inpatient 
services. Mirage stresses outpa­
tient services as th e preferred 
treatment approach. 

Employee monitoring during 
and after treatment is performed 
in-house on a probable-cause basis 

"IWbert W. Ede r , "Ope ning The Mirage : The 
Human-Resources Challenge: TIw Co rne tt Hot el 
and Res taurant Administration Qua rterly , 31 , 
No.2 (Augu st 1990), pp . 24-31. 

only. If a supervisor, trained in 
recognizing aberrant behavior, 
observes such behavior in an 
employee who is undergoing or has 
undergone treatment, the supervi­
sor is required to call in another 
supervisor as well as a security 
supervisor for further observation. 
If all agree that a problem exists, 
the employee is remanded for 
testing. A determination of sub­
stance abuse after treatment 
results in immediate termination. 
A negative test does not go on the 
employee's record. 

Mirage informally provides its 
employees aftercare by offering 
meeting space for Alcoholics 
Anonymous and Narcotics Anony­
mous meetings on the property. 
There is no charge incurred by the 
groups and the company encour­
ages employees to participate in 
such programs. 

Mandatory tests? Neither 
Mirage nor Resorts screens appli­
cants or new employees for sub­
stance abuse on either a manda­
tory or random basis. Both prop er­
ties do, however, maintain a clear 
policy that any employee may be 
required to s ubm it to immediate 
medical screening should there be 
reasonable cause for suspecting 
substance abuse based on aberrant 
work behavior. A positive indica­
tion of substance abuse can result 
in immediate dismissal. However, 
at the employer's option, the 
employee may be given the one­
time chance to enroll in the 
company's rehabilitation program. 
Naturally, employees' self-referral 
is encouraged for substance-abuse 
treatment before management 
detects a behavioral problem. 

Comparison of 1990 costs. 
Each company's EAP covers more 
than substance-abuse problems. 
EAPs also deal with marriage and 
family conflicts, stress and anxiety, 
depression, gambling problems, 
and financial troubles. Based on 
our research and interviews, 
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however, substance abuse accounts 
for more than half of all EAP 
referrals. Therefore, in the accom­
panying comparison chart (Exhibit 
2), 50 percent of all EAP costs are 
assumed to relate to substance 
abuse. 

The cost of establishing an EAP 
at both properties was virtually the 
same. (While not signi ficantly 
different, the cost of establishing 
the program at Resorts was 
slightly higher.) Start-up costs 
include research involved in 
finding an EAP provider, contract 
negotiations, setting up an 800 
telephone number (at Resorts 
only), and the initial marketing of 
the program within the organiza­
tion. 

At Resorts, the cost of maintain­
ing two employee-relations counsel­
ors to handle a variety of employee­
related problems is $80,000. In 
addition, Resorts was billed 
$24,000 by its EAP provider for on­
property consultation services and 
employee seminars. Thos e semi­
nars include sessions regarding 
supervisor training, smoking 
cessation, wellness, and handling 
ofjob stress. Due to its 1990 
operating results, Resorts was 
forced to cut back those services 
and subscribed for only $12,000 of 
EAP services in 1991. Allocating 50 
percent ofEAP costs to substance 
abuse, Resorts paid a total of 
$52,000 in 1990 for substance­
abuse treatment ([$80,000 + 
$24,000] + 2). 

On a yearly basis, Mirage 
spends as much as $5,000 on 
administrative fees to maintain the 
EAP system as well as an average 
of$15.00 per employee for EAP 
services. Total yearly expenditures 
for the EAP exceed $100,000, half 
of which we may assume is for 
substance-abuse treatment. 

The total cost of training and 
development for Resorts is 
$500,000 a year. Rather than 
dealing only with drug- and 
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alcohol-related problems, Resorts 
conducts training aimed at over­
coming a wide variety of unwanted 
employee behaviors (such as 
absenteeism), of which drug and 
alcohol abuse is only one facet. 
Because many supervisors in the 
organization fear confronting the 
substance-abusing employee, 
Resorts trains its supervisors to 
recognize aberrant behavior and to 
inform an employee-relations 
counselor of such behavior. It is the 
counselor, then, who makes the 
diagnosis. The supervisors are 
trained to base their findings on 
observations of performance: 
slurred speech and erratic body 
movements, for example. In 
addition, managers are trained to 
spot other employee problems, such 
as sexual harassment. Managers 
need only identify the problem; 
afterward, the counselors inter­
vene. We estimated that $10 ,000 
per year is spent on supervisors' 
training expenses for the identifica­
tion of employee substance abuse. 

There is also the cost of em­
ployee orientation and additional 
supervisor training. New employ­
ees go through an orientation 
program that may take from one to 
two hours, for which the employees 
are paid at their regular pay rate. 
The supervisor is required to 
attend one to two hours of EAP 
training each year, resulting in a 
hidden cost of having those people 
off the floor during their training. 
We estimated those costs at $8,000 
per year. 

Mirage puts each supervisor 
through a two-and-one-half-hour 
training session that teaches skills 
in handling the substance abuser. 
Costs for that training are $50 per 
supervisor for the casino's staff of 
500 supervisors. That allocation, 
then, is $25,000. 

In addition, Mirage spends 
approximately $80,000 a year on 
internal marketing (brochures, 
posters) that promotes the avail-
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ability of its EAP as well as other 
benefits. We estimated the cost for 
substance-abuse-related literature 
at $12,000 . 

The costs of treatment vary 
depending on the type of treatmen t 
and the number of people needing 
those services. At Resorts, outpa­
tient procedures cost $70 per 
employee visit. Treatment typically 
consists of four weeks of intensive 
counseling followed by one year of 
follow-up care. On average, outpa­
tient referrals make four visits at a 
cost of $280. Inpatient procedures 
average $7,000 per employee. The 
inpatient figure includes follow-up 
care provided by the EAP provider 
and the monitoring of employees 
upon their return to work. 

Under co-payment provisions, 
the actual cost to the employer is 
80 percent, with the employee pick­
ing up the remaining 20 percent 
after the employee has paid the 
$200 annual deductible." There­
fore, employer costs averaged $224 
for outpatient treatment and 
$5,600 for inpatient services (less 
$100 of the employee-paid deduct­
ible, as explained in footnote 17). 

At Resorts, th e EAP provider 
referred 78 employees to treatment 
for outpatient procedures and 59 
for inpatient care. In eight of the 59 
cases of inpatient treatment, the 
employees' union paid for treat­
ment rather than the casino. That 
leaves only 51 inpatient referrals 
that were paid by the casino. The 
weighted average treatment cost at 
Resorts for the 137 substance 
abusers in 1990 was approximately 
$2,100. 18 

" Typically, the $200 dedu ctibl e a pplies to all 
of an employee's medi cal expenses for any given 
yea r. Sin ce some employees would reach the 
deductible with eligible medical expenses other 
than their substa nce-a buse treatment bills, an d 
whereas some employees have few medi cal 
exp enses as ide from th ose related to sub st an ce­
abuse treatment, we estimated that, on average . 
employees undergoing EAP tr eatment for 
subs ta nce abuse are spending $100 of th eir 
deductible on those treatments , th ereby reducing 
lh~ empboyer'e liabili ty by $ 100 . 

" Calcula tion: $2,100 = 1[(51 x $5,600 ) + 
(78 x $224)] + 1371- $100 . 
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At Mirage, separate figures by 
inpatient versus outpatient treat­
ment were not available, in part 
due to the more simplified record­
keeping system of Mirage's self­
insured health-and-insurance 
benefits program. We can deter­
mine total treatment costs, how­
ever, which in 1990 for 50 sub­
stance-abuse referrals was approxi­
mately $50,000, or $1,000 per 
treated employee. This lower-than­
Resorts's treatment cost is the 
result of two factors . First, Mirage 
has a higher preference for outpa­
tient treatment than does Resorts. 
Secondly, the first three outpatient 
visits are included in the mainte­
nance cost and are not directly 
billed to the property. After the 
third visit, the employee pays 20 
percent of the outpatient costs. 

Limits. Both organizations 
maintain financial limits on the 
amount of money they will spend to 
rehabilitate employees, yet those 
limits are rarely reached. Treat­
ment for substance abuse is a one­
time-only offer. An employee 
identified as having a problem, 
either through a supervisor's 
intervention or by voluntarily 
seeking help, is provided assistance 
only once. 

Of the Mirage's 6,400 employ­
ees , 250 employees were identified 
as having a substance-abuse 
problem during the hotel's first 
year of operation. Of those 250 
employees who made initial contact 
with the EAP provider, approxi­
mately 50 were referred for further 
treatment. Finally, 18 of the 50 
were sent to an inpatient facility 
for treatment while the remaining 
32 used outpatient services only. 

Total treatment costs for sub­
stance abuse are higher for Re­
sorts, in part due to Resorts's 
program's higher penetration rate 
(5 percent of the work force versus 
1 percent) and its greater reliance 
on more-expensive inpatient 
treatment. While Resorts's work 



degrees, in all hospitality proper­
ties. Denial of the problem is a 
major hurdle for the substance 
abuser as well as the employer. 

The EAP approach offers a 
managed-intervention strategy 
that is not only cost effective but 
also offers employees counseling 
for a wide variety of problems for 
the same costs as those of the 
substance-abuse program. The 
EAP approach trains supervisors 
to intervene and to help the 
troubled employee. Without an 
EAP, supervisors rarely have any 
options other than to dismiss the 
abusing employee. 

Establishing an EAr 
Human-resources managers at 
Resorts and Mirage attribute the 
success of their programs to 
several factors , as outlined below. 

Support of senior manage­
ment. Critical to the success of an 
EAP is the cooperation of senior 
management. The EAP needs its 
support, which is achieved through 
management's understanding of 
the problems to be covered. 

Availability of EAP services. 
What EAP rehabilitation services 
are available locally? An evalua­
tion of the available treatment 
centers is necessary to gauge the 
caliber of services provided and 
their probable costs. Caution is 
advised when choosing providers. 
There are a lot of EAP providers 
that are not qualified. 

Type of EAP. A decision must 
be made whether an EAP will be 
managed in house or out of house. 
The EAP at the Mirage is an out­
of-house program. With an exter­
nal program, employee confidenti­
ality is more readily assured, yet 
the employer may not be perceived 
as an active agent in referring 
employees for treatment. That 
may explain the relatively low 
penetration rate of Mirage's EAP 
program at this time. A conscious 
effort must be given to employee 
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education, internal marketing, 
and supervisor training to encour­
age the abusing employee to seek 
help. 

Management of the Resorts 
program is a hybrid system that 
evolved from general dissatisfac­
tion with a purely in-house EAP. 
On-site counseling with total 
confidentiality is simply impracti­
cal. However, with the employee's 
option of seeing the EAP counselor 
on site or during off-work hours, 
Resorts is able to ensure confiden­
tiality while visibly promoting 
EAP services throughout its work­
place. This setup makes the 
Resorts program more expensive, 
but at the same time there's a high 
number of employee referrals, an 
indication that employees are 
actually using the EAP. For the 
best success, it seems clear that a 
substantial portion of a substance­
abuse program needs to be offered 
out of house. 

Marketing the program. The 
organization must promote EAP 
services to its employees. Supervi­
sors and co-workers need to be 
alerted to the indications and 
problems created by the sub­
stance-abusing employee, and to 
be encouraged to persuade the 
abusing employee to seek help . 
The best program promotion often 
comes from successfully treated 
employees who are willing to reach 
out to others. 

Monitoring use and benefits. 
One item that should be included 
in EAP development is utilization 
review. An EAP is oflittle value if 
employees do not use it. Coupled 
with a utilization review should be 
the monitoring of cost-effective­
ness and of all measurable ben­
efits . When on the down side of a 
business cycle, the survival of 
EAPs may depend on the results 
of a cost-benefit analysis. 

An effective EAP demonstrates 
to the work force that the job site 
is more than a place to work and 
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get a paycheck. It sends a message 
to employees that they are, indeed, 
stakeholders in the organization­
and that the welfare of the organi­
zation depends on the welfare of its 
constituents. Since the nature of 
this hospitality industry is to 
require that employees work long 
and odd hours, including holidays, 
then it must address the underly­
ing problems that are, in part, a 
result of that requirement. 

We did not try to quantify the 
"soft" benefits that substance­
abuse treatments offer. When an 
organization displays that it is an 
employer that cares, the employees 
give a lot more. They tend to go the 
extra mile to see to it that the 
guests are satisfied. They become 
the organization's greatest advo ­
cates. Such soft benefits translate 
into guest satisfaction and repeat 
business. 

High employee turnover and 
absenteeism within the hospitality 
industry offers to those who can 
effectively manage those signifi­
cant labor costs the opportunity to 
gain a competitive advantage. 
Confronted with a tight labor 
supply and the need to enhance 
service quality, today's hospitality 
manager looks to invest in human 
resources rather than just mini­
mizing labor costs. Investing in an 
EAP substance-abuse program is 
both an investment in human 
talent and a labor-cost-reduction 
strategy. Lower labor costs will 
always be an advantage in a 
competitive environment. Achiev­
ing lower labor costs often requires 
investment strategies in human­
resource programs that yield 
financial benefits beyond program 
costs. EAP substance-abuse 
programs such as the two de­
scribed in th is study are exemplary 
of a wise investment in human 
resources. Such an investment 
creates a win-win-win situation 
where the guest, the employee, and 
the hotel all come out ahead. co 


