
An Economic Analysis of HB18-1136 

 HB18-1136 aims to add “residential and inpatient substance use disorder treatment to 

the Colorado Medical Assistance program”, and to allocate funds to cover the costs of such 

treatment if recipients are not covered by public or private insurance. The bill states that doing 

so is necessary to preserve “public peace, health and safety”. Our analysis suggests that in 

addition to achieving these worthy goals, HB18-1136 will also produce significant economic 

benefits for the State of Colorado. By mitigating societal costs associated with substance abuse, 

passing HB18-1136 would not amount to merely enacting a charitable donation to those most 

in need, but would instead represent a wise investment in public health that will strengthen 

Colorado’s economy. 

Substance abuse presents a major challenge to the economic vitality and social welfare 

of the United States. 





Even if we ignore the direct benefits accrued to treatment recipients (better physical and 

mental health, better job marketability and earnings potential, etc.), if the costs of providing 

these programs was less than associated societal benefits realized from treatment, this alone 

would constitute a more efficient economic outcome. This sort of cost/benefit analysis has 

already been performed by researchers and shows compelling evidence that substance abuse 

treatment does, in fact, “pay for itself.” 

A 2003 report by researchers at the University of Miami reviewed 11 studies aimed at 

calculating the costs and benefits of treatment programs found that across a wide range of 

treatment modalities—residential, outpatient, routine medical assistance, and methadone 

maintenance programs—the benefits to society in terms of reduced criminal activity, motor 

vehicle accidents, increased employment, and avoided hospitalizations all outweighed the costs 

of the interventions. The benefit/cost ratio ranged widely among these studies, from 23.4:1 to 

1.33 to 1, but all yielded net economic benefits, even for costlier residential treatment 

interventionsix.  

A 2006 study of 43 substance-abuse treatment providers in California corroborated 

these findings, estimating a net benefit to society of $12,026 dollars per consumer of treatment 

services. 65% of the reduction in societal burden was attributed to lowered criminal activity and 

incarceration costs x.   

 It is clear, then, that in the case of treating existing substance abusers, providing 

treatment access to addicts represents a step towards a more efficient solution, regardless of 

whether they are able to fund their own treatment or require public assistance. Economic costs 



to the rest of society are reduced, while quality of life improves for those undergoing 

treatment.  

 Despite the promise of providing addicts with treatment, it is necessary to address some 

common criticisms of this sort of intervention. One of these is the contention that by providing 

insurance and care for substance abusers, the government is, in effect, encouraging drug use by 

lowering the costs associated with addiction. This particular concern is one variation of the 

moral hazard, a well-documented economic phenomenon in which the insured are more likely 

to engage in risky behavior if they know the costs of such risk will be borne by their insurer, 

leading to inefficiency. 

While this type of moral hazard is a legitimate concern, and a well-documented 

phenomenon in other insurance markets, the data suggest that it is not a significant problem in 

the case of insuring and treating substance abuse disorders.  A 2017 study by researchers at 

RAND found that the expansion of coverage under the 2010 Affordable Care Act did not 

produce any increase in risky substance use among young adults, one of the most vulnerable 

populationsxi.  

For some, the idea of providing treatment subsidies for substance abusers may seem to 

absolve them from any personal responsibility for the actions that led to their addiction. This 

might seem like an unfair redistribution from law-abiding, morally upright citizens to less 

scrupulous characters who have no regard for upholding their side of the social contract. 

However, even if one accepts this view, it is important to understand that neither inaction nor 

deterrence is free. Indeed, as noted above, reducing incarceration rates accounts for a 

substantial portion of the savings from providing treatment.  
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