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Spending on substance abuse treatment: how much is enough?

Ellen Meara and Richard G. Frank
Department of Health Care Policy, Harvard Medical School, Boston, MA , USA

Abstract
Aim—To describe a framework that can be used to determine optimal spending on substance abuse
treatment in the United States.

Methods—Selective review of the literature on spending for substance abuse treatment combined
with an economic analysis of how to determine when spending is optimal, defining optimal spending
as that which minimizes the social costs of substance use disorders.

Results—In 1997, only $11.9 billion of the $294 billion estimated social costs of substance abuse
was spent on treatment. The discrepancy between the high indirect costs of illness relative to the
level of spending on treatment of addictive disorders leads many to believe that the United States
spends too little on treatment. In this paper, we argue that information on the social costs of substance
abuse disorders and the level of spending on treatment is insufficient to determine whether current
spending is optimal. We develop a framework that could be used to determine optimal spending on
substance abuse treatment in the United States. We develop this framework in four steps. First, we
provide background on the unique financial and delivery features of substance abuse treatment.
Secondly, we outline the points raised by advocates of expanded substance abuse treatment:
substance abuse has high social costs, yet few people receive the many effective treatments available
partly because of financial barriers to treatment. Thirdly, we provide a framework that can be used
to judge the additional benefits of alternative levels and types of spending on substance abuse
treatment. Finally, we discuss the distinction between the potential impact of spending on substance
abuse treatment and its actual impact, using productivity as an example of one significant portion of
the costs of substance abuse.

Conclusion—To determine optimal spending on substance abuse treatment, research should
describe who receives treatment, the quality of treatment received, and how treatments relate to
outcomes that comprise a large share of the economic burden of substance abuse.

Keywords
Economic costs; optimal spending; substance abuse treatment

INTRODUCTION
Studies of the burden of substance abuse (SA) reveal that direct costs associated with treatment
of substance use disorders in the United States comprise a small fraction of the total social
costs of illness [1,2]. In 1997, the estimated social costs of SA in the United States exceeded
$294 billion. Only $11.9 billion of the total social cost was spent on the treatment of SA
problems [3]. The indirect costs of SA, or those not related to treatment include: medical costs
due to related illness and injury; lost productivity from illness, premature death and drug- and
alcohol-related crimes; resources directed towards the criminal justice system; resources
directed towards special education and related costs. These other costs of SA far exceed current
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spending on SA treatment. Furthermore, the existing evidence on SA treatment across a wide
variety of settings suggests that the economic gains of treatment consistently outweigh
treatment costs [4].

The discrepancy between the high indirect costs of illness relative to the level of spending on
treatment of addictive disorders leads people interested in SA policy to fear that the United
States spends too little on treatment. This view permeates recent reports on the cost of SA
[3]. The relatively low level of spending on SA treatment is striking in light of recent evidence
showing both efficacy and effectiveness of many treatments for substance use disorders [5–
13].

Juxtaposing the two points made above implies a conclusion that the SA community reached
long ago: the United States is probably spending too little on SA treatment [14,15]. Spending
decisions for health services are most often made in a decentralized fashion in the context of
health-care markets. Resource allocation and spending choices have a different character for
SA care. Substance abuse treatment spending is frequently more centralized and involves
decisions made by government and thus is a matter of direct public policy. Of the estimated
$11.9 billion spent on SA treatment in the United States in 1997, 64% was paid for by public
sources [3]. In contrast, public sources finance only 45% of overall health-care spending
[16]. Moreover, in general health care insurance-like mechanisms (Medicare and Medicaid)
are used by government to pay for services. Paying for SA frequently involves direct
government spending on services (36.5% of all spending for SA compared to 10% of all health
care).

Are we spending the right amount on SA treatment?
In this paper we take up the logic of the view that too little is spent on SA treatment. We set
out to answer the question, ‘What information do we need to ascertain when spending on SA
treatment is optimal?’ We define the optimal level of treatment as that which minimizes the
total social costs of SA. The paper proceeds in four sections. First, we describe the unique
financial and delivery features of SA treatment. Secondly, we outline the points raised by
advocates of expanded SA treatment: SA has high social costs, yet few people receive the many
effective treatments available, partly because of financial barriers to treatment. Thirdly, we
provide a framework that can be used to judge the efficiency of alternative levels and types of
spending on SA treatment. Finally, we consider the relationship between the potential
productivity of spending on SA treatment and the actual impact of spending, using the example
of work-related losses to illustrate our point.

SA TREATMENT IS A UNIQUE HEALTH-CARE SERVICE
Substance abuse treatment services differ greatly from other health-care services in the way
they are financed, and the setting in which services are delivered. In addition to the large role
played by direct government financing and provision of treatment, a relatively large portion
of spending pays for in-patient care, which is generally not viewed as a cost-effective way to
treat most people with substance use disorders. Outside the in-patient setting, very little care
for substance use disorders occurs in a traditional doctor’s office setting and the vast majority
of services are provided in specialty SA treatment facilities. These unique features have
important implications for how money is used to buy services, and the effectiveness of the
current system of care for individuals with substance use disorders.
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Public sources cover most of the spending on SA care
Substance abuse care, like all health services, is financed through a diverse range of sources.
The government’s central role in financing SA treatment is important to understand. The
government’s share of total spending can be divided into: direct state government provision of
SA treatment (20%), Medicaid (20%), federal block grants (7.7%) and other federal spending
(16%), including spending by the Veterans Health Administration and military health care
[3]. Because local, state and federal governments are directly involved in financing, SA
spending levels and priorities are more vulnerable to tightening public budget constraints and
political considerations than other health services.

The care setting for SA treatment
Although hospital-based spending has declined since 1987, in-patient care continued to account
for a large share of spending, about 42% in 1997. This is noteworthy both because the share
of spending on in-patient settings is higher for SA services compared with other health-care
services [3], and because in-patient care is generally not viewed as very cost-effective for most
people with addictive disorders [14]. Another 42% of spending pays for care delivered in clinics
and public agencies. Unlike other health services, very little spending occurs in doctors’ offices
(9%). Most care for SA disorders outside an in-patient setting occurs in residential treatment
facilities or out-patient SA facilities. Because most care is delivered in settings outside a
doctor’s office where primary care physicians treat established patients, SA treatment decisions
are made by a different set of providers working with patients.

Decision making and SA resource allocation
To understand the decisions that must be made regarding spending on SA services, we first
describe the different types of public spending available to cover SA treatment costs. The
largest single source of public spending on SA services, targeting low-income individuals with
substance use disorders, is Medicaid. Medicaid pays for 20% of SA care through programs
administered by states, but funded jointly by states and matching funds from the federal
government. Medicaid can cover a wide range of specialty treatment services for SA. However,
due to wide latitude given to states in deciding which supplemental health-care services to
cover, coverage of these services varies widely across states. Indeed, 15 state Medicaid
programs cover no SA treatment services for adults [17]. Aside from Medicaid, the most
important sources of federal funds are block grants, awarded by the Substance Abuse and
Mental Health Services Administration (SAMHSA) in the Department of Health and Human
Services, but administered by the states.

Most funding for SA treatment through SAMHSA ($1.6 billion) comes through block grants
for substance abuse treatment as well as grants for targeted capacity expansion. However, a
number of other discretionary programs awarded as grants to the states target other areas
including services directed at children and families with mental health (MH) and SA problems
($272 million) and the MH and SA needs of specific populations including: the elderly, the
homeless, those with co-occurring MH and SA disorders and individuals who have had contact
with the criminal or juvenile justice system, over $250 million combined [18]. Medicare also
provides payment for SA treatment. Medicare played a small role in the past, but its role has
grown in recent years.

As mentioned above, states and localities contribute a significant portion of overall spending
on SA treatment both through Medicaid, as well as through funds from state general revenues.
The composition of spending on SA treatment originating from these different sources varies
significantly by state. The key implication of the variation in financing mechanisms used by
states is that decision makers at all levels, federal policy makers, state and local administrators,
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providers and patients, face different economic circumstances when making decisions about
the design of SA treatment programs. The varied situations facing different decision makers
can affect the SA services available to any given individual. Thus for people with low incomes
across the nation, access to SA treatment services will depend heavily on state and local
government choices.

THE ADVOCACY CASE TO INCREASE SPENDING ON SA TREATMENT
It has been well documented that SA generates high social costs. Of the estimated $294 billion
of SA costs in 1997, less than $12 billion stemmed from direct treatment. Productivity losses
alone (lost earnings) due to premature death, illness, productivity loss of crime victims,
incarceration and crime careers account for 69% of the estimated economic costs of alcohol
and drug abuse [2]. At the same time, research on evidence-based practice suggests that
efficacious treatments for a number of substance use disorders exist. Evidence from clinical
trials and observational studies suggest the efficacy of several pharmacotherapies to aid in the
treatment of addiction.

Examples of three prominent pharmacotherapies used to treat addiction include naltrexone for
preventing relapse among individuals diagnosed with alcohol dependence and methadone and
buprenorphine for management of opioid dependence. Naltrexone was approved in 1995 by
the FDA to help treat alcoholism after clinical trials demonstrated a substantially lower relapse
rate among subjects using naltrexone after detoxification [6,19]. Randomized clinical trials
suggest that buprenorphine reduces withdrawal symptoms during detoxification for those
individuals addicted to opioids such as heroin. Although methadone maintenance has been the
most common pharmacotherapy used to treat opioid dependence, trials continue to test and
support its efficacy [10,20]. Buprenorphine, a more recent addition to pharmacotherapies for
addiction, offers an effective alternative to methadone. A review of results from 10 randomized
controlled trials suggests that compared with methadone, buprenorphine is equally effective
and that withdrawal symptoms may resolve more rapidly with buprenorphine [7,8]. A second
trial comparing buprenorphine to methadone found them to be equally cost effective at reducing
use of heroin during the 6-month period of the study [9].

Similarly, clinical research supports the efficacy of outpatient therapies such as cognitive
behavioral therapy, family education and brief intervention models, such as that in the Trial
for Early Alcohol Treatment (Project TrEAT). For example, among patients with substance
use disorders and related medical conditions, integrated primary care and addiction treatment
confer benefits by increasing abstinence 6 months after randomization [11]. In other examples
of efficacious outpatient treatment, cognitive behavioral therapy has been shown to boost the
efficacy of several pharmaceutical interventions when treatments are combined [12,13,21].

Despite the high social costs of SA, and the range of effective treatments available, only a
fraction of those with substance use disorders receive any treatment. According to results from
the National Survey on Drug Use and Health, in 2002 an estimated 7.7 million people (3.3%
of the total population over age 12) had an illicit drug problem. Only 18.2% of these people
received treatment for drug abuse at a specialty SA facility, implying that 6.3 million people
over the age of 12, 2.7% of the total population, had an untreated SA problem [22]. This
problem was most severe among youths aged 12–17 among whom only 10% of the 1.4 million
youths with an illicit drug problem received treatment [22]. Even for those individuals receiving
specialty treatment for drug abuse, many if not most do not receive adequate treatment. The
picture is similarly stark for treatment of alcohol disorders. In 2002, an estimated 18.6 million
people over the age of 12 had an alcohol problem, but only 8.3% received alcohol treatment
at a specialty SA facility, leaving 7.3% of those over age 12 with an untreated alcohol problem
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[22]. A recent study of the quality of care in the United States evaluated five indicators of
appropriate screening, diagnosis and treatment for individuals with diagnosed alcohol
dependence or individuals with some indication of an elevated risk for alcohol dependence in
the medical record. Among individuals with medical records identifying alcohol dependence
or factors that suggest a risk of alcohol abuse, even those who have contact with the medical
system received recommended screening, diagnosis and treatment only 10.5% of the time
[23]. This suggests that much of the current spending on SA treatment will deliver few benefits.
It also implies that increasing spending on SA treatment may deliver no added benefits if we
increase spending on care that is inadequate.

The low levels of treatment are not surprising when one considers the financial barriers posed
to those who need treatment. Roughly one-third of payment for drug abuse treatment and nearly
half of payments for specialty alcohol treatment were paid for out of pocket in 2002 [22].
Moreover, as discussed above, states suffering fiscal crises often cut discretionary spending
on SA services either through their Medicaid programs or via cuts in state-funded categorical
grant programs. Given the financial constraints on the supply of treatment to low income
populations, increased funding for the treatment of SA disorders could increase treatment rates
by relaxing the budget constraint. It is reasonable, based on the low levels of treatment and the
significant financial barriers, to conclude that increased funding will reduce the social costs of
SA. Low levels of funding can also limit the quality of care for people who seek treatment.
Tight public budgets affect staffing levels in public programs, the level training of clinical staff
and the ability of treatment programs to follow-up with clients of treatment programs. We next
turn to a framework that can be used to think about when and how additional spending on
treatment will decrease the total costs of SA.

OPTIMAL USE OF PUBLIC FUNDS: A FRAMEWORK
Economic analysis offers approaches to considering the level of social costs of illness in terms
of decisions regarding how to best use public funds for SA treatment efficiently. In this section,
we describe a framework that can be used to evaluate how current spending on SA treatment
compares to spending that is likely to be optimal. Based on this framework, we explain why
our current knowledge regarding the costs of SA and the low levels of efficacious treatment
provide insufficient information to determine optimal spending on SA treatment. We then
examine what the framework implies about the information needed to determine optimal levels
of spending on SA treatment.

As discussed above, SA clearly generates important social costs, and effective treatment for
these conditions exist, but are seldom used. These facts alone do not answer the question of
whether we spend too little or too much on SA treatment, or how best to target existing
spending. Standard economic theory shows that social costs are minimized when spending is
allocated so that the extra spending on SA treatment (the marginal direct cost) equals the
reduction in the economic consequences of SA (the marginal indirect cost). Recall that the
economic consequences of SA include a wide range of costs such as medical spending, lost
earnings, criminal activity, special education and many other costs. In other words, if we are
spending the optimal amount on SA treatment, an additional $1 should lead to exactly $1
reduction in the economic consequences of SA.

This framework has several implications for determining the ‘right level’ of spending on
treatment. First, the level of social costs of SA by itself is not informative for debates on whether
spending on treatment is optimal. The level of social costs imposed by SA offers no information
regarding the degree to which additional spending will reduce the negative consequences of
SA. In an extreme case, imagine a scenario where all those who can expect to benefit from
treatment already receive high quality treatment. Spending additional funds for treatments not
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expected to work for the remaining population with substance use disorders will yield no
reduction in the social costs of SA.

The second implication is that, in order to determine the ‘right’ level of spending, we must
understand two key empirical relationships. The first is the relationship between spending on
treatment and the degree of illness in the population. The second is the impact of reducing the
level of illness in the population on the economic burden of disease. The first relationship
requires that we understand how expanding spending on ‘usual care’ (that actually delivered
in real world settings) will affect the prevalence of SA disorders. This tells us how much it
costs to reduce the prevalence of disease at different levels of expenditures. The second
relationship tells us how reductions in the prevalence of disease change the social costs of SA.

The reduction in social costs will be determined by how reductions in the level of illness affect
social costs such as productivity losses, medical care costs, or costs related to the criminal
justice system. A second important determinant of the reduction in social costs is the method
by which particular types of people are matched to treatment. In other words, the reduction in
social costs of SA will be greatest and most cost-effective when treatment is delivered first to
those who would respond the most to treatment.

CASE STUDY OF LOST EARNINGS: WHAT DOES EVIDENCE SUGGEST
ABOUT THE EFFECT OF TREATMENT ON SOCIAL COSTS?

The ultimate goal of gathering information on the effect of treatment evaluation of spending
and treatment should be a comprehensive assessment of the impact of expanding treatment on
social costs of SA. This end-goal is beyond the scope of this paper. Nevertheless, we can offer
an example of how such an analysis might proceed, using one significant economic
consequence of SA, lost earnings. Our choice of lost earnings in no way implies that this is the
only important social cost of SA. One could assemble similar information about other
significant social costs of SA, such as costs of the criminal justice system related to SA. The
labor market impact of drug and alcohol abuse ranks high among the social costs of the illness,
both because of the direct effects of illness on individuals’ earnings, and because of its indirect
effect on earnings through incarceration, crime careers and lost earnings among crime victims
(see, for example, Harwood [24] and based on estimates, analyses and data reported in Harwood
et al. [25]). As mentioned above, the combined cost of lost earnings due to drug- and alcohol-
related illness, premature death and drug- and alcohol-related crimes were estimated to
comprise 69% of the overall cost of drug abuse in 1998 [2]. Most studies find significant
evidence of reduced employment and earnings for those who are heavy drinkers or dependent
on illicit drugs, particularly when studies attempt to adjust for confounding factors such as
differences in propensity to drink by income [26–29].

Thus, we will pursue our analysis of the costs of SA and the appropriate level of SA treatment
using work-related losses as an example. Existing data on the impact of heavy drinking and
illicit drug use shows substantial reductions in productivity, but this fact alone does not provide
sufficient information to justify expanded treatment of SA.

Several criteria must be met to make the case for expanded treatment funds based on
employment effects. First, treatment delivered to individuals must be effective. Not all
treatments are equally effective, and the quality of treatment delivered can influence efficacy.
Secondly, the individuals who generate productivity losses must be among those who receive
treatment. If, for example, the most motivated workers with relatively mild addictions use
employer-based SA interventions, the gains in productivity from treatment may be small
compared with the overall productivity loss due to SA for an employer. Thirdly, treatment must
be effective at restoring productivity. Treatments that lead clients to abstain successfully from
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heavy drinking or use of illicit drugs but do not improve productivity will not reduce one of
the most substantial social costs associated with SA. Finally, treatment should generate value
(increased productivity) that is commensurate with its cost. All the above may be true, but if
productivity gains of $100 per year per worker treated come at a cost of $500, such treatments
cannot be justified solely on the basis of productivity gains.

The production frontier: is treatment effective in experimental settings?
For many alcohol and drug disorders, a variety of evidence-based treatments have
demonstrated benefits in the addiction literature. These evidence-based practices can be
divided into pharmaceutical therapies and out-patient treatment protocols. As described earlier,
randomized trials have demonstrated clear benefits from pharmacotherapies such as
naltrexone, methadone and buprenorphine [6–10].

Research also shows benefits from specific out-patient therapies including cognitive behavioral
therapy, family education and brief early interventions, such as those in project TrEAT [11–
13,30,31]. For example, cognitive behavioral therapy has become a widely accepted
complement to pharmacotherapies and clinical trials suggest that tailored cognitive–
behavioural therapy (CBT) can enhance the efficacy of treatment for many substance use
disorders [12–14,31]. A number of randomized controlled trials demonstrate substantial
reductions in heavy drinking following brief interventions by primary care physicians [30,
32,33]. One of these interventions, Project TrEAT, showed substantial reductions in the rate
of drinking in the last 7 days, binge drinking in the last 30 days and excessive drinking for
individuals receiving a brief intervention (30 minutes total time with a primary care physician)
[30].

Is treatment effective in practice?
The interventions described above have been shown to offer significant benefits in controlled
settings such as clinical trials, but the most efficient use of resources for SA treatment requires
that those treatments be effectively delivered in practice. In considering the difference between
efficacy in the context of clinical trials and effectiveness of usual care, we define effectiveness
in practice as depending on (a) what portion of people are treated; (b) which people are treated;
(c) what is received by the average user of services; and (d) how does treatment connect to the
social cost in question? What do we know about each of these components in the context of
work outcomes? Below, we consider each of these practical points in relation to our example
of productivity losses associated with SA.

Who receives treatment? Workers with SA problems are heterogeneous
An issue that further complicates efforts to determine optimal spending on SA treatment relates
to the heterogeneity of treatment effects among the population with substance use disorders.
The potential benefits of treatment vary across individuals for many reasons. Some individuals
may not benefit from treatments due to an especially severe addiction, or co-occurring mental
disorders that render common treatment ineffective. At the other extreme, recent evidence on
alcohol dependence suggests that a substantial number of individuals with substance use
disorders will recover without treatment [34]. The benefits of treatment are small or zero for
this group, and treatment is unlikely to be cost-effective. In an extreme example, consider what
will happen to our estimate of the optimal level of drug spending if we observe data where the
only groups treated are those who would recover without treatment and those who will not
recover even after treatment. This scenario would suggest that we are spending too much on
SA treatment, when in fact we may be spending too little because we are allocating treatment
resources poorly across individuals.
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The problem of poor allocation of treatment to individuals who will have the largest gain in
productivity from treatment arises because different subgroups have different probabilities of
seeking treatment and differences in gaining access to treatment, conditional on seeking
treatment. We know, for example, that very few low-income women with substance use
disorders receive care. Less than one in five low-income women with a substance use disorders
receive care, but individuals dually diagnosed with mental health and substance use disorders
are more likely to receive care [35]. An individual’s willingness to seek treatment and ability
to access to treatment varies widely across workers and may be correlated with lost
productivity. The heterogeneity among workers with substance use disorders can influence the
effectiveness of treatment, as well as the productivity benefits one can expect from treatment.

What treatment does the average user of services receive?
Even if all those needing treatment receive specialty SA services, treatment may not achieve
the goal of reducing productivity losses if the quality of care is poor. Quality of care raises
concerns in the treatment of virtually all health conditions, even those with no stigma associated
with treatment and with clear practice guidelines. The concerns about quality of care are severe
for SA treatment. We know that treatment for alcohol addiction, for example, suffers from low
levels of quality. As mentioned above, only 10.5% of individuals treated for alcohol abuse
disorders received guideline care [23]. For example, addiction specialists report that they
prescribe naltrexone relatively infrequently because of concerns about patient compliance and
the financial burden of paying for the drug [36]. We know that the nature and duration of
treatment varies dramatically across individuals who are treated. One example of this comes
from the CASA-WORKS program, an integrated set of services designed to help welfare users
with substance use disorders get treatment, employment services and meet basic needs that
would allow participants to return to work. One evaluation of the program found significant
variation in the way in which care was delivered and the number of contacts participants
received across sites [37].

How does treatment connect to the social cost in question?
All the criteria for effectiveness described above will not yield desired reductions in the social
costs we care about, in this example of productivity, unless successful treatment restores
productivity. Precise information on the ability of treatment to restore earnings is very limited.
Many evidence-based treatments are effective at reducing drug use, but it is less clear whether
the reductions in drug use translate into changes in productivity. Indeed, the limited evidence
on this topic is mixed. One recent study shows no significant correlation between an
intervention that successfully lowers drug use with employment outcomes [38]. Consistent
with this finding, the Services Research Outcomes Study suggests that in-patient, out-patient
and residential treatment for drug use disorders reduce the use of alcohol, marijuana, cocaine,
crack, heroin and any illicit drug [5]. Treatment in these settings also reduces self-reports of
criminal activity and arrests (except for violating parole), but there was no improvement in
employment outcomes, and a reduction in employment among some subgroups after treatment
[5]. These findings stand in contrast to recent reviews of the economic benefits of drug
treatment, suggesting that most economic gains from drug treatment occur because of
reductions in criminal activity and increased employment [4].

Some evidence suggests that interventions can have significant effects on work-related
outcomes, but the impact varies across industries and populations. For example, drug-free
work-place programs which promote education, assessment, counseling and referral
significantly reduced work-place injury, especially for workers in the construction and service
industries [39].
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Much of the new evidence on treatment and productivity outcomes focuses on the welfare
population, because many interventions target substance-using participants so that states can
help individuals meet work requirements and ultimately lower welfare case-loads. One such
study in New Jersey suggests that interventions designed to assess and recruit recipients for
drug treatment (rather than simply detoxification) have been increasingly successful, and have
led to improvements in both substance use and employment outcomes [40]. Another
intervention combined SA treatment with related employment services, domestic violence
interventions and help with basic needs for substance-abusing women on welfare. This
integrated care delivery model increased employment (part-time or more) by 36% 12 months
from the baseline [41].

In yet another example, the National Treatment Improvement Evaluation Study (NTIES) offers
some insight on how treatment influences work outcomes. In this study, the percentage of
people employed after treatment improved from 31% to 48% before and after treatment [42].
Although this treatment intervention had a beneficial impact on employment, the intervention
led to the employment of only one in four of those not employed before treatment. The NTIES
results suggest that the social costs of lost productivity due to SA are probably an overestimate
of expected economic benefits of treatment.

The evidence suggests something about the impact of the best treatment on labor market
outcomes, but the most relevant information concerns the impact of the average treatment on
labor market outcomes. If the treatment studied in the NTIES represents the best treatment,
then the productivity benefits associated with the treatment represent an upper bound on the
benefits (reduced productivity losses) of SA treatment. Average treatment will certainly yield
lower benefits because it may not be targeted to the right people, may not influence
productivity, or because it is not delivered as effectively as the best practice treatments.

All the evidence presented above suggests that only some of the productivity losses attributed
to SA will be eliminated with treatment. This occurs because it is difficult to deliver high quality
appropriate care to all those who need it, or even to some fraction of those needing care who
will benefit most from treatment.

What do we need to know to complete the efficiency analysis of public spending on SA
treatment?

The evidence needed to analyze public spending thoroughly on SA treatment is incomplete.
As noted above, we still have relatively little knowledge regarding who receives treatment, the
average marginal benefit of treatment for different subgroups of workers, the nature and quality
of treatment received, how variation in the quality of care affects treatment outcomes and how
treatment specifically influences outcomes such as productivity. To perform a more rigorous
efficiency analysis of public spending on SA, we need to obtain more information on these
issues.

One encouraging trend that will inform policy makers as they decide how to allocate funds for
SA treatment is that major evaluations of SA treatment such as the Drug Abuse Treatment
Outcomes Study (DATOS) include employment outcomes in their 1-year and 5-year follow-
ups [43]. Similarly, a recent review of 11 studies on the economic benefits of treatment of SA
demonstrated substantial effects of treatment on criminal activity, though less impact on
employment outcomes [44].
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POLICY RESEARCH ISSUES
To determine the optimal level and allocation of SA spending in the United States, policy
researchers should address gaps in knowledge described in this paper. Additional research
could feasibly inform policy decisions regarding efficient use of limited SA treatment resources
by focusing on a few, relevant issues. First, research should focus directly on those costs of
SA we most want to target. If policy makers want to reduce productivity losses from SA,
treatment evaluation should assess the direct impact of treatment on labor market outcomes.
Similarly, if policy makers want to target costs related to the criminal justice system, the
research should assess the direct impact of treatment on outcomes in the criminal justice system.
Secondly, researchers should expand the understanding of how treatments work outside of
clinical trials. Studies of usual care, effectiveness research and systems effectiveness research
offers steps in this direction by studying what happens when new treatments are launched or
existing treatments expanded. Not only have we obtained growing evidence that treatments
work, studies such as the National Treatment Improvement Evaluation Study offer information
on the nature of the relationship between treatment duration (one measure of quality of care)
and outcomes. This type of information can help policy makers target limited treatment
resources by distinguishing whether there are threshold, linear or non-linear effects of treatment
[45]. Thirdly, policy research should also assess who is most likely to receive care, in the
context of particular social outcomes such as productivity. Given information on who
experiences large or small productivity benefits from treatment, it would be relatively easy to
describe, based on existing data, whether those receiving care for SA are those who will benefit
most. Studies should address who is most likely to receive care and whether interventions
targeting those with the greatest potential benefit are effective at changing the mix of who is
treated. This information can work to raise the average effectiveness of treatment even without
innovations in treatment or improvements in the quality of care delivered.
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