
How Medicaid Helps People with Substance
Use Disorders

In recent years, many Americans have grown to view a substance use disorder as a chronic disease1, even as the
stigma toward people who use drugs and alcohol persists2. Following decades of punitive and criminal responses,
health care and social services systems are adopting more effective ways to ensure access to substance use
prevention, intervention and treatment services. The Mental Health Parity and Addiction Equity Act, signed into law
by President George W. Bush in 2008, drew attention to the growing need for services and to inequitable health
insurance practices; the Affordable Care Act (ACA) went a step further by including substance use services as an
essential benefit. Throughout this period, Medicaid has served as a workhorse to improve access to appropriate
substance use care.

Medicaid has been an MVP in the opioid crisis response.

The overdose crisis has forced national and state leaders to reconsider comprehensive access to a continuum of
substance use prevention, intervention and treatment services. Even as the systemic response evolves, Medicaid is
a key part of the puzzle. Twenty-one percent of Americans covered by Medicaid have a diagnosed mild,
moderate, or severe substance use disorder3. This percentage does not include many others who may misuse
alcohol or other drugs without a formal diagnosis. Medicaid is the country’s single largest payer of behavioral
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health services, which encompasses both mental health and substance use services, providing needed care to
children, youth and adults4.

The ACA Medicaid expansion filled a persistent gap in care for adults,
including coverage of life-saving medications.

The expansion of coverage in 41 states to adults earning below 138% of the poverty line, including many low-
income parents, has demonstrably increased access to substance use services5. Many states offer a range of
services to support individuals with substance use disorders, such as expanded access to residential care,
community-based supports and mobile crisis services6. Medicaid not only covers the cost of counseling and other
service appointments, but pays for life-saving medications like Naloxone and treatment medications for opioid,
alcohol and nicotine use disorders7. All these medicines also improve overall health outcomes. Without these
medications, the nation would likely experience higher rates of overdoses and other poor health and well-
being outcomes8. Under Medicaid, states are required to cover all FDA-approved medications for treatment of
opioid use disorders9. For example, all states cover the opioid reversal medication Naloxone, including 38 states
plus the District of Columbia that have the nasal spray formulation on their preferred drug lists10. More states
have also begun to expand harm reduction or secondary prevention services in light of the opioid crisis,
including legalizing syringe service programs and decriminalizing the use of fentanyl test strips11.

Medicaid provides comprehensive coverage of services for youth, including
prevention services.

Most substance use disorders begin in adolescence, making early prevention and intervention essential to
children and youth12. Medicaid’s pediatric benefit for children, known as Early and Periodic Screening, Diagnostic
and Treatment or EPSDT, reinforces the states’ commitment to build and grow local behavioral health services and
plays a key role in addressing substance use problems before they become more costly and complex diagnoses.
More schools are also using Medicaid to help finance a continuum of services for youth13.
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Medicaid coverage of substance use disorders services saves money for families
and taxpayers.

Research has shown that treating people with medications for alcohol or opioid use disorders can lead to significant
savings, decreasing the use of hospitals, emergency departments and outpatient care centers. For Medicaid
recipients with alcohol use disorder, healthcare costs were14, on average, 30% lower than for those patients who
received treatment medications compared to those who did not15. Other studies on opioid use disorder have
shown cost-effectiveness as well16. Every $1 spent on methadone, a long-standing treatment for opioid use
disorders, generates $4 to $5 dollars of health care savings17. Medications like these save money and lives but
are often too expensive for those who are uninsured18.

As the country slowly moves toward a health-based response to substance use, it’s crucial to understand that
Medicaid is a key asset, particularly in states covering low-income adults for funding physical and behavioral
health treatment services to clients diverted from the criminal legal system through drug courts and other
diversion programs19. Diversion programs have been shown to decrease incarceration costs, reduce overdoses,
reduce HIV and Hep C incidences, and improve individual quality of life20. Medicaid also serves an increasing role in
supporting pre-release services for individuals preparing to leave carceral settings, including those with
substance use disorders, to improve care transitions, support community reentry and reduce rates of recidivism21.
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People with clinically identified SUD are more likely to be male, White, over 25
years old, and qualify for Medicaid based on a disability or through Medicaid
expansion.

Medicaid plays an essential role in helping
individuals with substance use disorders access
needed care and treatment. It has been
critically important in addressing the opioid
epidemic and serves as a foundational
component of the American substance use
disorder prevention, intervention and treatment
system22. A strong Medicaid program is also
key to continued improvements to the
substance use system and support for
individuals and families impacted by substance
use disorders and the opioid crisis.

Heather Saunders, “A Look at Substance Use Disorders (SUD) Among Medicaid Enrollees,” Figure 2, (Washington: KFF, February 17, 2023), available here.

Endnotes
1. Partnership to End Addiction, “More than Half of Americans View Addiction as a Disease: Survey,”

(Partnership to End Addiction, April 2018), available here. ↩
2. Johns Hopkins Bloomberg School of Public Health, “Study: Public Feels More Negative Toward People With

Drug Addiction Than Those With Mental Illness,” (Johns Hopkins Bloomberg School of Public Health,
October 1, 2014), available here. ↩

https://www.kff.org/mental-health/issue-brief/a-look-at-substance-use-disorders-sud-among-medicaid-enrollees/
https://www.kff.org/mental-health/issue-brief/a-look-at-substance-use-disorders-sud-among-medicaid-enrollees/
https://drugfree.org/drug-and-alcohol-news/half-americans-view-addiction-disease-survey/
https://publichealth.jhu.edu/2014/study-public-feels-more-negative-toward-people-with-drug-addiction-than-those-with-mental-illness
https://www.urban.org/urban-wire/five-facts-debunk-myths-about-opioid-crisis


3. H. Saunders and R. Rudowitz, “Demographics and Health Insurance Coverage of Nonelderly Adults With
Mental Illness and Substance Use Disorders in 2020,” (Washington: KFF, June 6, 2022), available here. ↩

4. Medicaid and CHIP Payment Access Commission (MACPAC), “Behavioral Health in the Medicaid Program –
People, Use, and Expenditures,” (Washington: MACPAC, June 2015), available here. ↩

5. M. Guth and M. Ammula, “Building on the Evidence Base: Studies on the Effects of Medicaid Expansion,
February 2020 to March 2021,” (Washington: KFF, May 6, 2021), available here. ↩

6. M. Guth et al., “How do States Deliver, Administer, and Integrated Behavioral Health Care? Findings from a
Survey of State Medicaid Programs,” (Washington: KFF, May 25, 2023), available here. ↩

7. Addiction Policy Forum, “Medicaid Access to Naloxone: A Look at State Policies to Removing Barriers to
Access,” (Bethesda, MD: Addiction Policy Forum, March 4, 2024), available here. ↩

8. V. McDill, “Greater availability of naloxone and increases in witnessed overdoses can reduce opioid-related
deaths,” (Minneapolis, MN: University of Minnesota School of Public Health, June 27, 2024), available here.
↩

9. Centers for Medicare & Medicaid Services (CMS), “RE: Mandatory Medicaid State Plan Coverage of
Medication-Assisted Treatment, SHW# 20-005.” (Washington: Centers for Medicare and Medicaid Services,
December 30, 2020), available here. ↩

10. Addiction Policy Forum op. cit.; District of Columbia Department of Healthcare Finance,“Pharmacy Preferred
Drug List,” (Washington: District of Columbia Department of Healthcare Finance, December 31, 2024),
available here. ↩

11. J. McClure, “Harm Reduction Policies Can Prevent Overdose Fatalities,” (Arlington, VA: Association of State
and Territorial Health Officials, November 3, 2022), available here. ↩

12. A. Poudel and S. Gautam, “Age of onset of substance use and psychological problems among individuals
with substance use disorders,” BMC Psychiatry, 17 no.10 (January 2017). ↩

13. Healthy Schools Campaign, “Advancing Equitable School-Based Substance Use Prevention & Early
Intervention Approaches,” (Chicago: Healthy Schools Campaign, 2024), available here. ↩

14. T. Mark, L. Montejano, H. Kranzler, M. Chalk, & D. Gastfriend, “Comparison of healthcare utilization among
patients treated with alcohol medications,” Am J Manag Care, 16, no.12 (2010): 879-888. ↩

15. “Substance Use Disorders,” Medicaid.gov, (n.d.), available here. ↩
16. M. Fairley et al., “Cost-effectiveness of Treatments for Opioid Use Disorder,” JAMA Psychiatry, 78 no. 7

(March 2021):1-11; D. Goodheart, “STUDY: ‘Is MAT Cost Effective?’ Answer: A Resounding ‘Yes!’”
(Addiction Treatment Forum, August 16, 2021), available here. ↩

17. Medicaid.gov op. cit; P. Barnett and S. Hui, “The Cost-effectiveness of Methadone Maintenance,” The
Mount Sinai Journal of Medicine, 67, no. 5 & 6 (2015): 365-374. ↩

18. K. Martin, “Issue Brief: Is Treatment for Opioid Use Disorder Affordable for Those Without Health Insurance?”
(Foundation for Opioid Response Efforts, November 2021), available here ↩

19. K. Sherin and B. Mahoney, TIP 23: Treatment Drug Courts: Integrating Substance Abuse Treatment With
Legal Case Processing: Treatment Improvement Protocol (TIP) Series 23. (Rockville, MD: SAMHSA Center
for Substance Abuse Treatment, 1996), available here; L. Buck and C. Thaxton, “Five Ways Medicaid Can
Improve Outcomes for People Involved in the Criminal Legal System,” (Hamilton Township, NJ: Center for
Health Care Strategies, November 13, 2024), available here. ↩

20. C. Bernard, I. Rao, K. Robison, & M.L. Brandeau, “Health outcomes and cost-effectiveness of diversion
programs for low-level drug offenders: A model-based analysis,” PLoS Med, 17 no. 10 (October 13,
2020):e1003239. ↩

21. E. Hinton, A. Pillai, & A. Diana, “Section 1115 Waiver Watch: Medicaid Pre-Release Services for People Who
Are Incarcerated,” (Washington: KFF, August 19, 2024), available here. ↩

22. L. Clemans-Cope, “Five Facts That Debunk Myths about the Opioid Crisis,” (Washington: Urban Institute,
September 5, 2024), available here.  ↩

https://www.kff.org/medicaid/issue-brief/demographics-and-health-insurance-coverage-of-nonelderly-adults-with-mental-illness-and-substance-use-disorders-in-2020/
https://www.macpac.gov/publication/behavioral-health-in-the-medicaid-program%E2%80%95people-use-and-expenditures/
https://www.kff.org/report-section/building-on-the-evidence-base-studies-on-the-effects-of-medicaid-expansion-february-2020-to-march-2021-report/
https://www.kff.org/mental-health/issue-brief/how-do-states-deliver-administer-and-integrate-behavioral-health-care-findings-from-a-survey-of-state-medicaid-programs/
https://www.addictionpolicy.org/post/medicaid-access-to-naloxone-a-look-at-state-policies-to-removing-barriers-to-access
https://www.sph.umn.edu/news/greater-availability-of-naloxone-and-increases-in-witnessed-overdoses-can-reduce-opioid-related-deaths/#:~:text=The%20study%2C%20published%20in%20JAMA,could%20achieve%20an%208.8%25%20reduction
https://www.medicaid.gov/federal-policy-guidance/downloads/sho20005.pdf
https://dc.fhsc.com/downloads/providers/dcrx_pdl_listing.pdf
https://www.astho.org/communications/blog/harm-reduction-policies-can-prevent-overdose-fatalities/
https://healthyschoolscampaign.org/issues/school-health-services/substance-use-prevention/
https://www.medicaid.gov/medicaid/benefits/behavioral-health-services/substance-use-disorders/index.html
https://atforum.com/2021/08/study-mat-cost-effective-answer-resounding-yes/
https://forefdn.org/wp-content/uploads/2021/11/fore-moud-uninsured.pdf
http://lib.adai.washington.edu/clearinghouse/downloads/TIP-23-Treatment-Drug-Courts-Integrating-Substance-Abuse-Treatment-with-Legal-Case-Processing-70.pdf
https://www.chcs.org/five-ways-medicaid-can-improve-outcomes-for-people-involved-in-the-criminal-legal-system/#:~:text=By%20investing%20in%20behavioral%20health,future%20arrests%20and%20reducing%20recidivism
https://www.kff.org/medicaid/issue-brief/section-1115-waiver-watch-medicaid-pre-release-services-for-people-who-are-incarcerated/
https://www.urban.org/urban-wire/five-facts-debunk-myths-about-opioid-crisis



