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Cost Offset of Treatment Services 
There is a great paucity on nationwide data related to the cost benefit of substance use treatment. 
However, the limited research in some States suggests that there is a major benefit to substance use 
treatment. According to recent estimates1, the total financial cost of drug use disorders to the United 
States is estimated to be $180 billion annually. The economic costs of alcohol abuse were 184.6 billion 
in 19982. Accessible and effective community-based alcohol and drug treatment is imperative to reduce 
society’s financial burden from problems associated with drug use. As the U.S. economy faces 
unsustainable escalations in health care costs, we need to ensure needed substance use disorder 
treatment and recovery programs help reduce health and societal costs.  
The benefits of treatment far outweigh the costs. Even beyond the enormous physical and 
psychological costs, treatment can save money by diminishing the huge financial consequences 
imposed on employers and taxpayers. 

Cost Savings of Treatment: California, New York, and Washington 
Treatment has been shown to have a benefit-cost ratio of 
7:13. The largest savings were due to reduced cost of crime 
and increased employer earnings (see Figure 1). 
Figure 1. Cost Offset of Substance Abuse Treatment in 
California 
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Cost of Treatment Benefit of Treatment  

For every $100,000 spent on treatment, 

 
$487,000 of health care costs4 and 

$700,000 of crime costs were  
shown to be avoided5. 

Public Assistance in Washington 
A comparison of medical expenses of Medicaid 
clients6 who received treatment noted these 
savings: 

Modality Savings per Medicaid 
member per month 

Inpatient $170 
Outpatient $215 
Methadone $230 

 
Spending money on treatment has led to important health and public safety cost reductions in Washington7: 

 

Health Care Utilization Savings: California 
Treated patients have been shown to reduce8: 

 

Employers 
Employees treated for substance use9 have: 

 



 

 

Benefit-Cost Comparisons 

• A study10 comparing the direct cost of treatment 
to monetary benefits to society determined that 
on average, costs were $1,583 compared to a 
benefit of $11,487 (a benefit-cost ratio of 7:1).  

• In an analysis11 of methadone detoxification 
patients (n=102), authors observed that for 
every dollar spent on treatment, $4.87 of health 
care costs were offset. 

• In comparing cost offsets in Washington State of 
people in treatment to non-treated, authors 
noted:12 lower medical costs ($311/month); 
lower state hospital expenses ($48/month); 
lower community psychiatric hospital costs 
($16/month); reduced likelihood of arrest by 
16%; and reduced likelihood of felony 
convictions by 34%.  

Health Care Utilization 

• In a study13 examining nearly 150,000 Medicaid 
claims for beneficiaries in six states, authors 
determined that people with substance abuse 
disorders had significantly higher expenditures 
for health problems compared to others.  

• In comparison of medical expenses for welfare 
clients in Washington State14 (n=3,235 treatment 
group and n=4,863 control) it was determined 
that substance abuse treatment was associated 
with a reduction in expenses of $2,500 per year.  

• In reviewing selected beneficiaries in Oregon’s 
Medicaid program,15 researchers concluded that 
eliminating the substance abuse benefit led to 
increased medical expenditures.  

• A review16 of over 1,000 patients in a 
Sacramento chemical dependency program 
noted a substantial decline in hospital (35%), 
emergency room (39%), and total medical costs 
(26%) when compared to a control group. 

• A recent article17 on medical costs concluded 
that health care costs are higher for families with 
a person who has a dependency problem than 
for other similar families. 

Employer Savings 
An intake-to-follow-up assessment18 study of nearly 
500 people treated at Kaiser Permanente’s 
Addiction Medicine program demonstrated 
significant reduction in missed work, conflict with 
coworkers, and tardiness. It also noted that 
employers break even on investing in chemical 
dependency treatment. 

Every $1 spent on addiction treatment saves $7 in 
crime and criminal justice costs. When researchers 
added savings related to health care, the savings-to-
cost ratio was 12:1.19 
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